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SOCIAL SECURITY AMENDMENTS OF 1973

November 21, 1973-Ordered to be printed

Mr. LoNG, from the Committee on Finance,
submitted the following

REPORT

[To accompany H.R. 3153]

The Committee on Finance, to which was referred the bill (H.R.
3153) to amend the Social Security Act to make certain technical and
conforming changes, having considered the same, reports favorably
thereon with an amendment and recommends that the bill as amended
do pass.

L SUMMARY OF THE BILL

The bill as passed by the House would make a number of minor,
clerical, and conforming changes in the Social Security Act to cor-
rect errors and oversights in the Social Security Amendments of 1972.
The Committee amendment incorporates a number of substantive pro-
visions affecting social security cash benefits, the Supplemental Secu-
rity Income program, social services, child welfare services, child
support, Aid to Families with Dependent Children, Medicare and
Medicaid. The Committee bill also establishes a new tax credit for
low-income workers with children and, to pay the cost of the
tax credit, deletes the income tax itemized deduction for State and local
gasoline taxes. A summary of the Committee amendments follows.

Social Security Cash Benefits

11% Benefit increase.-Under a provision enacted last year, social
security benefits will rise automatically as the cost of living rises.
Under last year's law, the first cost of living increase would not have
become effective until January 1975. In July of this year a provision
was enacted increasing social security benefits by 5.9 percent,
effective for June 1974; this increase would be an early partial pay-
ment of the larger cost-of-living increase already scheduled to become



effective January 1975. The Committee bill would replace this 5.9
percent increase effective June 1974 by an 11-percent cost-of-living
increase in two steps. The first step would be a 7-percent increase
effective with the month of enactment. This would be followed by a
second increase, starting with June 1974, to bring the benefits up to 11
percent above the present level.

Automatic cost-of-living increases.-Under present law, if the con-
sumer price index rises by at least 3 percent between the second quar-
ter of one year and the second quarter of the next year, social security
benefits will be increased by the same percentage that the cost of
living has risen, beginning the January following the latter year. The
Committee amendment would modify this by measuring the increase
in the cost of living from the first quarter of one year to the first
quarter of the following year, with the automatic cost-of-living in-
crease effective beginning with June of the latter year. (An exception
is made for the first automatic increase, effective June 1975, which
would be based on the rise in the consumer price index between the
second quarter of 1974 and the first quarter of 1975.)

Special mininmurn benefit.-Legislation enacted in 1972 established
a new special minimum social security benefit to provide a more ade-
quate payment for those who retire after working in employment
covered by social security for many years and at relatively low wage
levels. Unlike the regular minimum which is typically payable to per-
sons who have had very little employment under social security, the
special minimum is so designed that it benefits only those with more
than 20 years of work under social security. The amount of the special
minimum under present law is equal to $8.50 times the individual's
years of coverage under social security (over 10 and up to 30). Thus,
with 30 years or more of coverage, an individual qualifies for a special
minimum of $170.

Under the Committee bill, an individual with 30 years or more of
coverage would qualify for a special minimum of $182 effective with
the month of enactment and $190 effective for June 1974; thereafter,
the special minimum would be increased automatically as the cost of
living rises.

Financing.-Under the Committee bill, wages taxable under social
security would be increased from $12,600 in 1974 to $13,200; there-
after, the wage base would increase automatically as wages rise, as
under present law. Total social security tax rates under the Committee
bill would not be increased until 1981, although future tax income
would be shifted from the hospital insurance program into the cash
benefit programs. The new tax rates are shown in the table below:
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SOCIAL SECURITY TAX RATES

(In percent)

Hospital insur-
Cash benefits ance Total taxes

Com- Com- Com-
Present mittee Present mittee Present mittee

Calendar years law bill law bill law bill

Employer-employee, each

1974 to 1977 ........... 4.85 4.95 1.00 0.90 5.85 5.85
1978 to 1980 ........... 4.80 4.95 1.25 1.10 6.05 6.05
1981 to 1985 ........... 4.80 4.95 1.35 1.35 6.15 6.30
1986 to 2010 ........... 4.80 4.95 1.45 1.50 6.25 6.45
2011 and after .......... 5.85 5.95 1.45 1.50 7.30 7.45

Self-employed

1974 to 1977 ........... 7.00 7.00 1.00 0.90 8.00 7.90
1978 to 1980 ........... 7.00 7.00 1.25 1.10 8.25 8.10
1981 to 1985 ........... 7.00 7.00 1.35 1.35 8.35 8.35
1986 to 2010 ........... 7.00 7.00 1.45 1.50 8.45 8.50
2011 and after .......... 7.00 7.00 1.45 1.50 8.45 8.50

Veterans&-Under a provision in the Committee bill, veterans would
be protected from any loss of pension benefits related to the 7 percent
and 11 percent social security benefit increases.

Social security agreements with other countrie.-The Committee
bill also includes a provision authorizing the President to enter into
bilateral agreements with interested foreign countries to provide for
limited coordination between this country's social security system and
those of the other countries.

Treatment of certain farm rental income.-Another provision of
the Committee bill is designed to make clear how certain farm income
is to be treated for social security purposes. Under the provision, an
individual land owner who enters into an agreement with a person
to manage his farm shall not have his rental income under the agree-
ment counted as income for social security purposes provided that the
landowner does not participate in the management or production of
the farmland.

Cost-of-living study.-The Committee bill includes a provision
directing the Department of Health, Education, and Welfare (HEW)
to study the various programs under the Social Security Act to deter-
mine the feasibility of relating eligibility criteria and benefit amounts
to the cost-of-living differentials among the States or among different
areas within a State.

Policemen in Louisiana.-The committee bill would permit police-
men eligible under the newly created Municipal Police Employees
Retirement System of Louisiana to withdraw from social security



coverage without requiring that other State employees lose their social
security coverage.

Policemen and firemen in California.-The Committee bill would
permit policemen and firemen in California to withdraw from social
security coverage without requiring that other State employees lose
their social security coverage.

Tax Credit For Low-Income Workers With Families

Under another provision of the Committee amendment low-income
workers who have families would be eligible for a tax credit equal to
a percentage of the social security taxes payable on account of their
employment during the tax year (equivalent to 10 percent of their
wages taxed under the social security program). The maximum tax
credit would apply for families where the total income of the husband
and wife is $4,000 or less. For families where the husband's and wife's
total income exceeds $4,000, the credit would be equal to $400 minus
one-quarter of the amount by which their total income exceeds $4,000;
thus, the taxpayer would become ineligible for the credit once total
income reaches $5,600 ($5,600 exceeds $4,000 by $1,600; one-quarter of
$1,600 is $400, which subtracted from $400 equals zero).

Supplemental Security Income

Increases in 881 benefits.-The new Federal Supplemental Security
Income (SSI) program, which becomes effective in January 1974,
would under present law provide Federal payments to assure the aged,
blind, and disabled a monthly income of at least $130 ($195 for cou-
ples). Under a provision enacted in July of this year, these amounts
would be increased effective July 1974 to $140 for an individual and
$210 for a couple. The Committee bill would make these higher
amounts of $140 and $210 effective from the start of the SSI program
in January 1974. The Committee bill also provides for a further in-
crease, effective July 1974, to $146 for an individual and $219 for a
couple.

Food stamp eligibility for SSI recipients.-Under present law many
Supplemental Security Income (SSI) recipients will be eligible for
food stamps; however, an aged, blind or disabled individual will be
ineligible for food stamps for a given month if his SSI benefits plus
any State supplementary payment are at least equal to the welfare
payment plus the bonus value of the food stamps he would be eligible
to receive if the State's December 1973 State plan were still in effect.
This provision of law enacted this year will be extremely difficult to
administer and would present problems of unequal treatment in food
stamp eligibility for SSI beneficiaries. The Committee bill, therefore,
repeals the prohibition against participation by SSI recipients in the
food stamp program. Due to the short time left before the SSI pro-
gram becomes effective, however, the Committee bill includes a transi-
tional provision for those States that have already acted to raise
benefits to take into account the loss of food stamp eligibility.

For a transitional period until July 1975, States which have
already made plans to' cash out" food stamps under the SSI program



would be permitted to do so, with recipients in these States ineligible
for food stamps.

Limitation on grandfather clause for disabled individuals.-In
enacting the new SSI program, the Congress provided that disabled
persons on the rolls in December 1973 would continue to be considered
to be disabled even if they did not meet the new definition of disability.
The Committee amendment would limit this grandfatherprovision for
disability to persons who had received Aid to the Disabled before July
1973 and who are on the rolls in December 1973.

SSI recipients living with AFDC familie.-In June, the Con-
gress enacted a grandfather clause to assure that current SSI recipients
will have no reduction in total income when the new SSI program
goes into effect in January. The Committee amendment would
permit the adjustment of the grandfather clause in such a way
that it assures the same level of total family income (rather than the
individual's total income) in those cases in which the SSI recipient re-
sides with an AFDC family.

Disregard of certain benefits.-The Committee bill includes a pro-
vision under which certain State benefits paid to aged individuals
based on their length of residence in a State would be disregarded in
determining the amount of the SSI benefit.

Continuation of demonstration projects.-The committee bill would
permit the continuation of on-going demonstration projects related to
the aged, blind and disabled which qualify for Federal matching under
the public assistance titles of the Social Security Act and which involve
waivers by the Secretary of Health, Education, and Welfare of some of
the requirements of those titles. The new Federal SSI program which
next January will replace present programs of aid to the aged, blind
and disabled does not provide for such waivers and funding of demon-
stration projects.

Combined checks for married couples.-In order to make it feasible
for the Social Security Administration to issue joint checks to couples
receiving SSI benefits who request such checks, the Committee bill
includes a provision which would permit such checks to be cashed by
the surviving spouse in the case of the death of the husband or wife.

Social Services

On May 1, 1973, the Department of HEW issued sweeping revisions
in Federal regulations relating to social services under the Social
Security Act. These regulations were to have become effective on
July 1. However, the Congress delayed the effective date of the new
regulations until November 1 in order to allow time for more thor-
ough legislative consideration of the issues involved. The Committee
bil incorporates a provision in effect converting the present law as it
affects social services to a $2.5 billion social services revenue sharing
program. The bill includes a requirement that any increase in Federal
social services funding in a State be used for an actual increase in
services provided rather than to simply replace State funds now being
spent on services. Also included is an illustrative list of the types of
social services which may be funded. The States would, however2 be
free to provide other services not specifically included in this listing.
In the fiscal year 1974, expenditures would be held to $1.9 bil-
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lion, the amount in the President's budget. The Committee provision
would be effective November 1, 1973.

Child Welfare Services

National adoption information exchange system.-The committee
bill would authorize $1 million for the first fiscal year and such sums
as may be necessary for succeeding fiscal years for a Federal program
to help find adoptive homes for hard-to-place children. The amend-
ment would authorize the Secretary of Health, Education, and Wel-
fare to "provide information, utilizing computers and modern data
processing methods, through a national adoption information ex-
change system, to assist in the placement of children awaiting adoption
and in the location of children for persons who wish to adopt children,
including cooperative efforts with any similar programs operated by
or within foreign countries, and such other related activities as would
further or facilitate adoption."

Child abuse and neglect; protective services.-Last year the Con-
gress substantially increased funds authorized for grants to States
for child welfare services. Though the Congress expected that a large
part of the additional funds would go toward meeting the cost of
providing foster care, a specific earmarking for that purpose was
avoided so that wherever possible the States and counties could use
the additional funds to expand preventive child welfare services with
the aim of helping families stay together thus avoiding the need for
foster care. The Committee bill builds upon last year's record by
adding requirements both under the AFDC and child welfare services
programs that States establish programs of protective services to aid
in the prevention, identification and treatment of child abuse and
neglect and, whenever feasible, to make it possible for the child to
remain in the home.

Child Support

Present law requires that the State welfare agency establish a
single, identified unit whose purpose is to secure support for children
who have been deserted or abandoned by their parents, utilizing any
reciprocal arrangements adopted with other States to obtain or enforce
court orders for support. If it is necessary to establish paternity to find
an obligation to support, this unit is supposed to carry out this activity.
The State welfare agency is further required to enter into cooperative
arrangements with the courts and with law enforcement officials to
carry out this program. Access is authorized to both Social Security
and (if there is a court order) to Internal Revenue Service records in
locating deserting parents. The administration of the provisions of
present law has varied widely among the States.

The Committee bill includes a number of features designed to assure
an effective program of child support. The Committee bill leaves basic
responsibility for child support and establishment of paternity to the
State but it envisions a far more active role on the part of the Federal
Government in monitoring and evaluating State programs, in provid-
ing technical assistance, and, in certain instances, in undertaking to
give direct assistance to the States in locating absent parents and ob-
taining support payments from them.



States would be required to have effective programs for the collec-
tion of support and the establishment of paternity; Federal matching
for these efforts would be increased from the present 50 percent to 75
percent but States not complying with the requirements would face a
penalty in the form of reduced Federal matching funds for Aid to
Families with Dependent Children.

Access to support collection services would be available to families
not on welfare as well as to those on welfare.

Aid to Families with Dependent Children

Pf ss- ai/g of soci security benefit increase.-To assure that re-
cipients of Aid to Families with Dependent Children who are also
social security beneficiaries receive the benefit of at least part of the
social security increase, the Committee amendment would require
States, in determining need for AFDC, to disregard 5 percent of social
security income. This provision would be effective starting with the
month in which the beneficiaries begin receiving increased benefits.

Earnings disregard-Under present law, payments under the
AFDC program are not reduced dollar for dollar because of any
earnings. Instead, all work expenses are deducted from earnings. In
addition, $30 plus one-third of monthly earnings above $30 are disre-
garded. Under the Committee provision, child care costs would be the
only work expense that could be separately deducted from earnings;
the disregard would be $60 (rather than the present $30) plus one-third
of the next $300 of monthly earnings plus one-fifth of earnings above
this amount.

Community work and training progiam.- Under present law, States
have been prohibited from establishing community work and training
programs even though the Work Incentive Program is not in effect
throughout the State. The Committee bill re-enacts the legislation as
it existed prior to the Social Security Amendments of 1967 so that
States wishing to have community work and training programs may
do so.

Demonstration project atlorit y.-The Committee bill includes a
provision which broadens the experimentation authority in existing
law with respect to welfare programs so as to emphasize and encour-
age experimentation by the States in the crucial area of making
employment more attractive for welfare recipients. Examples of the
types of projects the Committee has in mind would be those for public
service employment under which the amount of the welfare payment
could be combined with State funds to provide a salary considerably
more attractive than welfare. Other experimentation might involve
work incentives and the AFDC income disregard. All authority for
such projects would expire on June 30,1976.

Medicare and Medicaid Amendments

Medicaid eligibility.-The Committee bill contains several sections
treating the matter of Medicaid eligibility for SSI recipients.
The bill contains a provision which would make Federal match-
ing available for Medicaid benefits for any new SSI recipients, al-
though coverage of these new recipients would be optional on the



part of a State. The Committee bill would make Medicaid coverage
mandatory for those persons who receive a mandatory State supple-

mental payment in accordance with the provisions of Public Law

93-66. The amendment also provides that for other persons receiving a

State supplemental payment only, coverage would be optional, de-

pending upon the State's decision, but that a State must make eligibil-

ity determinations based upon some rational classifications of re-

cipients. Additionally, the provision places an upper limit on the
monthly income (initially $420 in the case of an individual) which an

institutionalized person can have and still be "deemed" in special need

and, therefore, eligible for Medicaid coverage in a State without a

medically-indigent program.
Medicaid and Health Maintenance Organizations (HMO's).-An-

other Committee amendment would apply certain quality and reim-
bursement standards to HMO's participating in Medicaid. The qual-
ity standards and reimbursement requirements parallel in large part,
those applicable to HMO's participating under the -Medicare program
with modifications designed to reasonably take into account the differ-
ences between Medicare and Medicaid.

Payments to substandard facilities.-The Committee bill contains a
provision which amends Title XVI to provide that the Federal SSI
payment will be reduced dollar-for-dollar for any State supplemental
payment which is made for care provided to institutionalized indi-
viduals if this care could be provided under the State's Medicaid pro-
gram. This provision is intended to prevent States from using their
cash grant programs to finance care in institutions which do not meet
Medicaid standards.

Federal matching under Medicaid for care to Indians.-The Com-
mittee bill contains a provision which would increase Federal match-
ing under Medicaid to 100 percent for services provided to individuals
who were eligible for services under the Indian Health Services Pro-
gram and resided on or adjacent to a Federal Indian Reservation dur-
ing the year before they received Medicaid services.

Medicare administration.-The Committee bill includes a provision
formally assigning policy and operating responsibility for the Medi-
care program to the Social Security Administration.

Kidney dialysis and transplantation.-The Committee bill also re-
quires the Secretary to develop and apply minimal utilization rates for
facilities reimbursed under the dialysis and transplantation provision
and mandates the Secretary to require that such facilities have inde-
pendent medical review boards to evaluate the appropriateness and site
of therapy proposed for the patient.

Capital expenditures p anning.-Last year's Social Security Amend-
ments preclude Federal reimbursement lor major capital expenditures
which have been disapproved by State planning agencies. The Com-
mittee bill provides that effective July 1, 1974, authorization of reim-
burseient from Medicare and Medicaid for expenditures incurred in
the administration of this capital planning provision shall be limited
to those costs directly associated with preparing and transmitting
reports and processing appeals concerning approved or disapproved
capital expenditures.

Occupational therapy.-The Committee bill contains a provision
expanding the outpatient physical therapy and speech pathology bene-



fits as provided through clinics and other organized settings to includeoccupational therapy. Additionally, it provides that a need for occu-
pational therapy alone can qualify the home-bound patient for home
health benefits.

Reimbursement of institutions and organizations under Medicare.-
The Committee amended the effective date of Section 233 of P.L. 92-
603 to accounting periods beginning after December 31, 1973 instead
of December 31, 1972 as in present law. This section of the law limits
Medicare reimbursement to the lesser of an institution's costs or
charges to the general public. The Committee provision provides addi-
tional time for such institutions to adjust their charges to more
accurately reflect their costs.

Speech therapy.-The Committee bill contains a provision which
makes it clear that a physician's referral for speech therapy services
need not necessarily detail the amount, duration and scope of services
required.

Professional Standards Review Organizations (PSRO's).-An-
other provision of the Committee bill affirmatively provides that the
Secretary may designate a State as a PSRO area and that he may
not refuse to make such designation solely on account of the number
of physicians in a State. An additional provision specifies that the
Secretary shall give priority to designating PSRO areas on a local
(medical service area) basis and also give priority to designating
qualified local organizations as PSR1's where feasible. While pri-
ority would be given to local areas and entities, the Secretary, as
previously noted, could not rule out consideration of designating a
Statewide PSRO area or organization solely on account of the num-
ber of doctors in a State. The Committee also approved a provision
authorizing the establishment of Statewide PSRO Councils in States
having less than three PSRO's. The principal function of such coun-
cils is to hear appeals from the decisions made by local PSRO review
organizations.

Federal employees' health plan and Medicare.-Section 210 of
P.L. 92-603 requires the Civil Service Commission to assure that by
January 1, 1975 Federal employees and retirees who are eligible under
both the Federal employee health insurance program and Medicare
be provided supplemental coverage or reduced premiums in recogni-
tion of the overlap between the two programs. To p rovide more time
to resolve administrative difficulties which have arisen in the imple-
mentation of Section 210, the Committee approved an amendment
postponing the effective date of the provision to January 1, 1976.

Reimbursement of physical therapists under Mediare.-Section 251
of P.L. 92-603, which details the approved means of reimbursing for
the services of physical therapists under Medicare, has an effective
date of January 1, 1973. In view of the fact that appropriate regula-
tions implementing the provisions have not been issued as yet, the
Committee approved an amendment making section 251 of Public
Law 92-603 effective following publication of the final regulations.

Study of optometrists' services.-The Committee approved an
amendment calling for a study by the Social Security Administration
on the appropriateness of reimbursement under Medicare for services
performed by optometrists with respect to the provision of corrective
lenses following cataract surgery.



Supervisory physicians.-The Committee amendment directs the
Secretary of Health, Education and Welfare to undertake a study cov-
ering all aspects related to payment for professional services in medi-
cal schools and teaching hospital settings. While the study is being
undertaken, certain provisions of Section 227 of P.L. 92-603, limiting
medicare reimbursement to medical centers for the services of teach-
ing physicians, would be suspended. However, the suspension would
not apply to those hospitals which are reimbursed on a costs basis in
accordance with Section 227.

Clerical and Conforming Amendments

The Committee bill includes a number of provisions of a clerical and
conforming character designed to correct mistakes and oversights in
the Social Security Amendments of 1972.

Tax Provision

Gasoline tax deduction.-The Committee bill also includes a provi-
sion to eliminate the itemized deduction, for Federal income tax pr'-
poses, of State and local gasoline taxes. This provision would be effec-
tive for taxable years beginning after 1973.

II. SOCIAL SECURITY CASH BENEFITS

Eleven Percent Benefit Increase

(Secs. 101-106 of the bill)

Under a provision enacted as part of Public Law 92-336 last year,
social security benefits will be increased automatically as the cost of
living rises. The general provision of law states that each time the
consumer price index rises by at least 3 percent between the second
quarter of one year and the second quarter of the next year, social

security benefits will be increased by the same percentage that the cost
of living has risen. Each of these cost-of -livi increases becomes effec-
tive for the January following the year in Vhich the rise in the cost
of living occurs. Under last year's law, the first cost of living increase
could not have become effective until January 1975.

In July of this year, a provision was enacted as part of Public Law
93-66 increasing social security benefits by 5.9 percent effective for
June 1974. The increase was considered to be an early, partial payment
of the larger cost-of-living increase which was already scheduled to go
into effect for January 1975 under the provisions of the Social Security
Act which call for periodic, automatic cost-of-living increases in
social security benefits.

Since this action was taken by the Congress, the cost of living has
continued to rise, with a corresponding decline in the real income of
about 30 million social security eneficiaries. The Committee believes
that these beneficiaries should not have to wait until the middle of next
year for a cost-of-living increase in benefits. The Committee therefore
recommends that the law providing for a 5.9-percent benefit increase
effective for June 1974 be modified to provide for an 11-percent
benefit increase in two steps. The first step would be a 7-percent
benefit increase effective for the month of enactment. This would



be followed by a second increase, starting with June 1974, to bring
the benefits up to 11 percent above the present level. Assuming that
the bill is enacted in November, about $3.5 billion in additional benefits
will be paid in 1974.

Under the Committee bill, the minimum benefit would be increased
from $84.50 to $90.50 a month for November through May 1974 and
to $93.80 per month for months after May 1974. The average old-
age benefit payable for November would rise from $166 to $178 per
month and then to $186 a month for June 1974, and the average
benefit for an aged couple would increase from $276 to $296 per
month for November and to $310 for June 1974. Average benefits for
aged widows would increase from $157 to $169 for November to $177
for June 1974.

Special benefits for persons age 72 and over who are not insured
for regular benefits would be increased for individuals from $58 to
$62.10 a month for November through May 1974 and to $64.40 per
month for June 1974, and for couples from $87 a month to $93.20 a
month for November through May and to $96.60 per month for
June 1974 and after.

Special minimum benefit.-Present law provides a special minimum
benefit for persons who have worked for relatively low wages for
long periods of time; this special minimum benefit is equal to $8.50 for
each year of coverage between 10 years and 30 years. The special mini-
mum benefit is not increased when benefits generally are increased
under the automatic cost-of-living benefit increase provisions. The
Committee believes that all persons who have worked substan-
tial periods for low wages should have their benefits increased when
increases in the cost of living lead to an increase in social security
benefits. The Committee bill therefore would provide that these special
minimum payments would be increased whenever cost-of-living in-
creases are effective. Accordingly, the bill would increase by seven
percent (from $8.50 to $9.10) the amount payable for each year of
coverage between 10 years and 30 years. This increase would be effec-
tive upon enactment, as would the general 7 percent benefit increase.
A further increase to $9.50 a month (11 percent higher than present
law) for each year of creditable coverage would go into effect for June
1974, and further increases would be made under the automatic cost-of-
living provisions. Thus a person with 30 years or more of employment
covered under social security, who is entitled to a special minimum
benefit of $170 under present law, would have this increased to $182
upon enactment and further increased to $190 effective June 1974.

Automatic cost-of-living increases.-Under present law, the rise in
the cost of living for the automatic benefit increase provisions is
measured from the second quarter of one year to the second quarter of
the next year with any resulting benefit increase payable for the follow-
ing January. This results in a 7-month lag between the end of the
period which is used to determine the rise in the cost-of-living for an
automatic benefit increase and the payment of such increase. (The Jan-
uary check is actually received in February, 7 months after the close
of the second calendar quarter.)

The committee believes that an increase under the automatic benefit
adjustment provisions of the law should follow the rise in the cost of
living as closely as possible. In order to achieve this purpose, the bill

22-369-73-
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would change the automatic adjustment provisions of the law to pro-
vide that future benefit increases be computed on the basis of the Con-
sumer Price Index for the first calendar quarter rather than the sec-
ond calendar quarter of the year as under present law and that the
resulting automatic benefit increase be effective for June of the year
in which a determination to increase benefits is made. This would re-
duce the lag between the end of the calendar quarter used to measure
the rise in the cost of living and the payment of the resulting benefit
increase from 7 months to 3 months. It would also mean that auto-
matic benefit increases in the future would be payable in the month in
which any revised premiums under the supplemental medical insur-
ance program would be effective, thus providing the opportunity to
make both adjustments in benefit checks at the same time.

Since the 11-percent benefit increase provided for in the bill ap-
proximately reflects the estimated rise in the cost of living into the
second calendar quarter of 1974, the bill provides specifically that for
purposes of determining the first automatic benefit increase effective

TABLE 1.-EFFECT OF BENEFIT INCREASE ON AVERAGE
MONTHLY BENEFIT AMOUNTS FOR SELECTED BENEFICIARY
GROUPS

Average monthly amount

Before 7. After 7- After 11-
percent percent percent

Beneficiary group increase increase increase

1. Average monthly family bene-
fits:

Retired worker alone (no de-
pendents receiving bene-
fits) ........................

Retired worker and aged
wife, both receiving bene-
fits .........................

Disabled worker alone (no
dependents receiving ben-
efits) .......................

Disabled worker, wife, and
1 or more children .........

A ed widow alone ............
Vowed mother and 2 chil-

d ren .......................
2. Average monthly individual ben-

efits:
All retired workers (with or

without dependents also
receiving benefits) .........

All disabled workers (with or
without dependents also
receiving benefits) .........

$161 $173

276 296 310

166 178 186

183 195 206
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for June 1975, the increase in living costs would be measured from
the second calendar quarter of 1974 to the first calendar quarter of
1975.

These changes would not affect the automatic adjustment provisions
relating to the contribution and benefit base and the earnings limita-
tion, except that these increases would occur periodically in January
following a June benefit increase rather than in the same January for
which benefits would be increased under present law. The bill spe-
cifically provides that the 11-percent benefit increase for June of
1974 provided for by the bill shall be considered an automatic benefit
increase for purposes of permitting an automatic increase in the
contribution and benefit base and the earnings limitation effective
beginning January, 1975.

Protecting veterans' pensions.-When social security benefits are in-
creased during the year, veterans' pensions are decreased beginning
in the following calendar year (though in most cases by substantially
less than social security benefits have been increased). To assure that
veterans' pensions, widows' pensions, and dependency and indemnity
compensation payments to parents of veterans are not decreased as a
result of enactment of the bill, the Committee amendment contains
a provision assuring that the 7 percent and 11 percent social security
benefit increases will be disregarded for purposes of these payments.

Funding provisions.-The Committee would point out that at the
time it considered the 5.9 percent benefit increase which under present
law would occur with the benefits for June 1974, it had been advised
that the automatic benefit increase scheduled for January 1975 would
be between 7.1 percent and 8.5 percent above the current benefit levels.
Subsequent rises in the cost of living, though, indicate that the benefit
increase in January 1975 could be in the neighborhood of 11.5 percent
above the current benefit levels were no change made in the law.
In this connection it is important to keep in mind the effect that
changing assumptions as to future rises in the cost of living have on
estimates of future income and outgo. When the 5.9 percent benefit
increase was adopted four months ago, the social security actuaries
assumed a January 1975 benefit increase in the range of from 7 to 8.5
percent, based on projected increases in the cost of living. If the 1975
increase is about 7 percent, the social security trust funds would in-
crease each year through 1977, but if it is as high as 8.5 percent, there
will be a slight decrease in 1977. And if the January 1975 benefit in-
crease is as high as 11.5 percent, as current actuarial estimates project it
might be, the trust funds will decrease slightly from 1974 to 1977.

Although the Committee believes there is no cause to be concerned
about the short-range financial stability of the program, the situation
with regard to the long-range situation is not as clear. On July 13,
1973 (after the enactment of the 5.9 percent benefit increase) the Trus-
tees of the social security trust funds sent their 1973 report to the
Congress. This report indicated that the cash benefits trust funds had
a long-range actuarial imbalance of -0.32 percent of taxable payroll,
assuming a 7.1 percent increase in 1975; if the increase is 11.5 percent,
as assumed in current estimates, the imbalance can be expected to rise
to -0.76 percent.



With regard to the hospital insurance program, the Committee has
been informed that the program is somewhat over-financed in the
near future, and that a modification of the schedule of hospital insur-
ance tax rates would be appropriate so as to reflect on a more current
basis the year-by-year financial needs of that program.

Therefore, the Committee bill would modify the schedule of social
security taxes to reduce the long-range actuarial deficit of the cash
benefits program and to regulate the cash flow in the hospital insur-
ance program to reflect more nearly the needs of that program. Thus,
the social security tax base would be increased from $12,600 to $13,200
effective January 1974. The tax schedule would be modified as indi-
cated in table 2 below:

TABLE 2.-SOCIAL SECURITY TAX RATES

[In percent)

OASDI H I

Pres- Com- Pres- Com-
ent mittee ent mittee

Total

Pres. Com-
ent mittee

Calendar years law bill law bill law bill

Employer-employee, each

1974 to 1977 ............ 4.85 4.95 1.00 0.90 5.85 5.85
1978 to 1980 ............ 4.80 4.95 1.25 1.10 6.05 6.05
1981 to 1985 ............ 4.80 4.95 1.35 1.35 6.15 6.30
1986 to 2010 ............ 4.80 4.95 1.45 1.50 6.25 6.45
2011 and after .......... 5.85 5.95 1'45 1.50 7.30 7.45

Self-employed

1974 to 1977 ............ 7.00 7.00 1.00 0.90 8.00 7.90
1978 to 1980 ............ 7.00 7.00 1.25 1.10 8.25 8.10
1981 to 1985 ............ 7.00 7.00 1.35 1.35 8.35 8.35
1986 to 2010 ............ 7.00 7.00 1.45 1.50 8.45 8.50
2011 and after .......... 7.00 7.00 1.45 1.50 8.45 8.50

The effects of the changes made by the Committee bill on the long-
range financing of the program are shown in the following table:
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TABLE 3.-CHANGES IN ACTUARIAL BALANCE OF THE OLD-
AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM
EXPRESSED IN TERMS OF ESTIMATED AVERAGE COST AS
PERCENT OF TAXABLE PAYROLL, BY TYPE OF CHANGE, LONG-
RANGE DYNAMIC COST ESTIMATES, PRESENT LAW AND THE
COMMITTEE BILL

[In percent]

Item OASI DI Total

Actuarial balance under present
law ................................ -0.48 -0.28 -0.76

$13,200 earnings base in 1974 ..... +.04 +.01 .05
Benefit increase and change in

automatics ........................ -. 04 (1 -. 04
Modification of special minimum... -. 05 (' -. 05
Revised tax schedule ............... +.05 +1 9 +.24
Total effect of change in bill ........ ..... . .20 +.20
Actuarial balance under bill ......... -. 48 -. 08 -. 56

I Less than 0.005.

The changes the Committee bill would make in benefits and in the
tax base are shown in table 4 and the effects of the bill on the social
security trust funds are shown in tables 5 and 6.

TABLE 4.-BENEFIT INCREASES AND CHANGES IN THE
EARNINGS BASE AND RETIREMENT TEST UNDER PRESENT
LAW AND THE COMMITTEE BILL

General benefit Contribution and Annual
increase (percent) benefit base exempt

amount
Com- Con- under the

Present mittee Present mittee retirement
Year law bill law bill test I

Special increases 2
1973 .................. 7.0 $10,800 $10,800 $2,100
1974 .......... 5.9 ........ 12,600 13,200 2,400

Permanent in-
creases:'

1974 .................. 11.0 12,600 13,200 2,400
1975 .......... 11.5 3.1 13,500 14,100 2,520
1976 .......... 4.0 3.1 14,400 15,000 2,640
1977 .......... 3.0 ........ 15,300 15,900 2,880
1978 .................. 5.8 15,300 15,900 2,880

'Amounts are the same under present law and under the committee bill.
Under present law, as modified by Public Law 93-66, the special benefit in-

crease of 5.9 percent is effective for June-December 1974; under the Committee
bill, the special benefit increase of 7 percent is effective from the month of
enactment through May 1974.

3 The first permanent benefit increase (11.5 percent under present law and 11
percent under the Committee bill) will be figured on the benefit rates now in effect



TABLE 5.-OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
SYSTEM: PROGRESS OF THE OASI AND DI TRUST FUNDS,
COMBINED UNDER PRESENT LAW AND UNDER THE SYSTEM
AS IT WOULD BE MODIFIED BY THE COMMITTEE BILL,
CALENDAR YEARS 1973-78

[In billions]

Income Outgo

Com- Com-
Present mittee Present mittee

Calendar year law bill law bill

1973 ...................... $54.8 $54.8 $53.4 $53.4
1974 ...................... 61.4 63.1 58.9 62.4
1975 ...................... 66.5 68.3 66.6 67.5

1976 ...................... 72.6 74.5 72.7 72.9
1977 ...................... 78.4 80.5 78.5 77.6
1978 ...................... 82.0 85.2 82.3 83.5

Net increase in funds Assets, end of year

Present Committee Present Committee
Calendar year law bill law bill

1973 ..................... $1.4 $1.4 $44.2 $44.2
1974 ...................... 2.6 .7 46.8 45.0
1975 ...................... - .1 .8 46.7 45.8

1976 ...................... (') 1.6 46.6 47.4
1977 ...................... - 2.9 46.5 50.3
1978 ...................... - .3 1.7 46.2 51.9

1 Outgo exceeds income by less than $50,000,000.

and not on top of the special benefit increase (5.9 percent under present law and 7
percent under the committee bill). Permanent benefit increases under present law
become effective for January of the stated year; under the Committee bill they
become effective for June.
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TABLE 6.-HOSPITAL INSURANCE: PROGRESS OF THE HOS-
PITAL INSURANCE TRUST FUND UNDER PRESENT LAW AND
THE COMMITTEE BILL, CALENDAR YEARS 1973-78

[In billions]

Income

Prentf lnmmni

Outgo
(same
under

present
law and

tfnmmittSA

Calendar year law tee bill bill)

1973 ................................ $11.4 $11.4 $8.1
1974 ................................ 13.1 12.1 9.8
1975 ................................ 14.3 13.1 11.5

1976 ................................ 15.7 14.3 13.0
1977 ................................ 17.1 15.4 14.7
1978 ................................ 22.0 19.4 16.6

Net increase Assets, end
in funds of year

Present Commit- Present Commit-
Calendar year law tee bill law tee bill

1973 .............................. $3.4 $3.4 $6.3 $6.3
1974 .............................. 3.3 2.3 9.6 8.6
1975 .............................. 2.8 1.5 12.4 10.1

1976 .............................. 2.7 1.2 15.1 11.3
1977 .............................. 2.3 .7 17.5 12.0
1978 .............................. 5.5 2.8 22.9 14.9

Social Security Agreements With Other Countries

(Sec. 107 of the bill)

The Committee bill includes a provision which would provide gen-
eral authority for the President (or the Secretary of Health, Educa-
tion, and Welfare, as his delegate) to enter into bilateral agreements
(generally known as totalization agreements) with interested foreign
countries to provide for limited coordination between the U.S. social
security system and that of the other country. Under the amendment,
each agreement with another country would be reported to the Con-
gress and would become effective not earlier than 90 days later.
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The Committee is informed that totalization agreements would
be designed to benefit both workers and employers. An agreement
would prevent the impairment of social security protection which re-
sults when a person works during his lifetime under the social security
systems of two countries but is not eligible for benefits on the basis
of his work in one of the two countries when he retires, becomes dis-
abled, or dies. The agreement should also prevent undesirable dual
coverage and dual employer and employee taxes with respect to the
same work under the social security systems of two cooperating coun-
tries, such as may occur when Americans work in foreign countries for
American employers.

An American-Italian totalization agreement has been negotiated
under the authority of article VII of the Supplementary Agreement
to the Treaty of Friendship, Commerce, and Navigation of September
26, 1951, between Italy and the United States. The initialing of this
totalization agreement on May 23 by representatives of the United
States and Italy signifies only that both governments agree to accept
the text of the agreement for purposes of seeking formal approval of
their respective legislatures. In the case of the United States, the com-
mittee amendment is needed, in addition to approval of the agreement
itself, before the agreement can become effective.

The Committee has been advised that each agreement would have
a small cost, mainly the cost of paying benefits to people who would
not be eligible for benefits based solely on their earnings in the U.S.
The cost of each agreement would vary with the number of people
involved and the terms of the agreement. For example, the Secretary
of Health, Education, and Welfare informed the Committee that the
agreement with Italy could cost $900,000 in fiscal year 1975.

Exclusion From Coverage of Certain Farm Rental Income

( See. 108 of the bill)

Under present law, farm rental income is covered under social secu-
rity if the rental arrangement provides that the landowner materially
participate in the production of the agricultural or horticultural
commodities on his land, and if there is material participation by the
landowner. In determining whether the landowner's actions contribute
in a material way to the production of the commodities raised on his
farm, his own actions plus actions of his agent are considered. Actions
by an agent are attributed to the farm landowner, so that if the agent
participates in the management and operation of the farm, the farm-
owner is also deemed to be participating even though he does not
personally participate.

A problem has arisen in the case of landowners who enter into an
agreement with a professional farm management company or other
person who has the responsibility to choose a tenant and to manage
and supervise the farm operation. In such a situation, the landowner
does not participate in the operation of the farm and views his income
as investment income rather than income from farm self-employment.

Accordingly, the Committee bill provides that in such a situation
the landowner would not be considered to participate in the operation
of the farm. Therefore, his farm income would not count for social



security purposes if he entered into an agreement with another person
to manage or supervise the farm operation, including the selection of
tenants, when there is in fact no participation on his part.

Study on Cost-of-Living Benefit Variation

(Sec. 109 of the bill)

The cost of living may vary substantially in different geographic
areas of the United States, and it may vary widely even within a State.
Both social security cash benefits and supplemental security income
(SSI) payments to aged, blind, and disabled persons are based on
Federal law which provides the same treatment among the States
and within a State. While it is clear that the adequacy of the same
social security or SSI payment may differ depending on where the
beneficiary lives, the problems of varying benefits in different areas
have not been fully studied.

Accordingly, the Committee bill includes a provision directing the
Department of HEW to study the various programs under the Social
Security Act to determine the feasibility of relating eligibility criteria
and benefit amounts to the cost of living in the State or in the locality
within the State. In carrying out the study, the Department will
develop a comprehensive cost of living index for each State as a whole,
evaluate the effects of a State-by-State variation in benefits under the
Social Security Act, consider the feasibility of making a cost of living
adjustment only in those States where the cost of living is signifi-
cantly higher than the national average, and determine ways of im-
proving data on the cost of living.

Termination of Coverage for Policemen in Louisiana

(See. 110 of the bill)

The Committee bill adds a provision which would allow Louisiana
to terminate social security coverage for certain policemen. Tradi-
tionally, the social security law has provided social security coverage
for policemen in instances where the policemen themselves wish it,
and where the State agrees to it. The 1973 Louisiana Legislature
created a new Municipal Police Employees Retirement System. In a
number of cases policemen who are covered under the social security
program have hesitated to join the new system because they are un-
able to afford the cost of both programs. Under the present law, the
only way these policemen who are covered under social security can
terminate their coverage involves the termination of coverage for the
entire group, policemen and all other employees. In order to avoid
this situation, the Committee has adopted a provision which would
permit the termination of coverage for policemen without affecting the
coverage of other employees.

Under the Committee amendment, the State of Louisiana would be
permitted at any time up through the end of 1974 to modify its cov-
erage agreements so as to terminate the coverage of policemen who
are eligible to join the Municipal Police Employees Retirement Sys-
tem without terminating the coverage of any other employees. Such



an agreement would terminate the coverage of the policemen concerned

effective January 1,1974.

Termination of Coverage for California Policemen and Firemen

(Sec. 111 of the bill)

The Committee was informed that in a number of instances, police-

men and firemen in California who are covered under social security
have subsequently been covered additionally by a pension plan specif-
ically designed to meet the needs of policemen and firemen. In other
instances, where policemen and firemen were covered under both social
security and a pension plan, the pension plan has subsequently been
greatly liberalized and made more expensive. As a result, some police-
men and firemen face a financial burden in attempting to pay both
social security contributions and substantial contributions required by
their pension plan. If a State terminates social security coverage for
such policemen and firemen, the termination must apply to all other
employees in the coverage group, ordinarily all the employees of a
State or political subdivision, except those engaged in a proprietary
function of the State or subdivision. This, of course, often means that
other employees who need and want coverage under social security
lose protection under the program. In other cases, the termination
desired by policemen and firemen is blocked by the opposition to the
termination by other employees in the same coverage group.

In view of this, the committee bill adds a new provision which would
allow the State of California to terminate coverage for policemen and
firemen who are under a retirement system without affecting the cover-
age of other employees in the same coverage group. Terminations
would be subject to the requirements of present law under which States
wishing to terminate coverage must give the Secretary of Health,
Education, and Welfare 2 years' advance notice; the notice can be
given only after coverage of the group involved has been in effect

r at least 5 years. The provision would also permit the reinstatement
of social security coverage (with no break in continuity) of employees
other than policemen and firemen whose coverage had been terminated
by prior actions taken to terminate coverage of policemen and firemen,
if a majority of the other employees vote to again be covered under
social security.

II. TAX CREDIT FOR LOW-INCOME WORKERS WITH

FAMILIES

(Sec. 112 of the bill)

Presently, no Federal income tax is generally paid by those with
incomes at or below the poverty level. However, almost all employed
persons pay social security taxes, regardless of how little income they
may earn. The Committee bill includes a new tax credit provision
which has the effect of refunding to low-income workers with children
a large portion of the social security taxes they pay.1

5 Seif-employed persons are not eligible for the credit for the social security taxes they

pay on self-employment Income. Low-income workers who pay railroad retirement taxes are
treated as if they pay social security taxes for purposes of determining the credit.



The Committee bill adds a new provision to the tax laws which pro-
vides that a low-income worker who maintains his household in the
United States which includes one or more of his dependent children is
to receive a credit equal to a specified percentage of the combined em-
ployer-employee social security taxes generated by his employment if
his wages do not exceed $4,000. (This percentage of social security
taxes is the equivalent of 10 percent of wages.) In the case of married
taxpayers, the tax credit would be computed on the basis of the com-
bined earnings of both the husband and wife.

If the total annual income of the taxpayer (and his spouse if he is
married) exceeds $4,000, the tax credit is reduced by one-quarter of
the excess above $4,000. With this phaseout, the tax credit is elimi-
nated once the total income reaches $5,600 ($5,600 exceeds $4,000 by
$1,600; one-quarter of $1,600 is $400, which subtracted from the maxi-
mum credit of $400 is zero).

In determining when an individual's "income" exceeds $4,000 for
purposes of this tax credit, "income" is defined as including all his
adjusted gross income, including certain income which is specifically
excluded from the inconse tax base (for purposes of subtitle A of the
Internal Revenue Code) and including certain transfer payments and
payments for the general support of the taxpayer (such as social
security, welfare, and veterans payments, and food stamps, but not
transfer payments for medicare, medicaid, and the furnishing of
prosthetic devices).

The size of the tax credit is shown on the table below for selected
income levels:
Annual income of husband and wife (assuming Tax

it is all taxed under social security) credit
$2 ,0 0 0 .......................... ........... .. $ 2 0 0

3 ,0 0 0 . ... .. ...... ............... ..... 3 0 0
4,000 . . .. ................ 4005 ,0 0 0 ..... . ...... . .. .. . . . .......... 15 0

5,600 .. ..... ..... 0

Individuals who are eligible to receive the tax credit may apply for
advance refund payments of these amounts on a quarterly basis. Under
this procedure, at any time after completion of the first calendar quar-
ter, and before the expiration of the second quarter, an individual may
apply for one-quarter of the tax credit he shall be entitled to receive
based on his earnings in the first quarter, taking into account the earn-
ings he expects to receive in subsequent quarters. After completion of
the second quarter, application may be made for an additional pay-
ment (or for an initial payment if no advance refund payment had
been made for the first quarter), up to an amount equal to one-half
of the credit he may be entitled to receive for the year. A similar
procedure may be followed after completion of the third quarter, but
for the fourth quarter the tax credit is to be applied for in connection
with the filing of the return (referred to below), after the end of the
year, or claimed as a credit in the same manner as an overpayment of
income tax. Applications for advance refund payments are to be filed
with the Internal Revenue Service and are to be made in a manner
prescribed by regulations. The Internal Revenue Service is expected



to make these payments as promptly as possible after the application
(but not less frequently than once every three months). These pay-
ments are not to be included in the income of the taxpayer for income
tax purposes, and are to be made regardless of any tax liability, or lack
of it, on the part of the taxpayer.

No advance refund payment is to be made for any quarter to an
individual who, on the basis of the income he (and his spouse if he is
married) expects to receive during the entire year, is not eligible for
a tax credit for the year. In addition, to eliminate de minimis claims,
no quarterly advance refund payment of less than $30 is to be made.

At the end of the year, the individual who has received advance
refund payments is required to file a return with the Internal
Revenue Service setting forth the amount of income which he (and
his spouse) had received during the year and the amount which he
(and his spouse) had received as advance refund payments, together
with such other information as may be required by regulations. (In
addition, all agencies and departments of the United States Govern-
ment are authorized and directed to cooperate with the Treasury
Department in supplying information necessary to implement this
provision.) It is expected that these applications and returns will
receive as expeditious treatment as is reasonably possible by the Inter-
nal Revenue Service. These documents should be designed as simply
as possible, taking into consideration the intent of this provision.If the Internal Revenue Service determines that an individual has re-
ceived advance refund payments in excess of the tax credit to which
he was entitled for a year, it is to notify the individual of the amount
due and collect the amount due. The excess payments may be collected
by withholding from future tax credit advance refund payments
the individual otherwise is entitled to receive, by treating the excess
payments as a deficiency under the tax laws (such as by using the off-
set authority provided in Sec. 6402(a) of the Code), or by entering
into an agreement with the individual providing for repayment.

Each document and application to be filed in connection with the
tax credits is to contain a warning that statements made in such docu-
ment or application are made under penalty of law. The provisions
of the present tax law relating to crimes, other offenses, and forfeitures
(chap. 75) and the general Federal criminal provisions relating to
false or fraudulent statements (18 U.S.C. Sec. 1001) are to apply to all
of these documents.

This provision is to become applicable to taxable years beginning
after December 31, 1973; however, the first advance refund is not to
be made before Jufly 1974.

Revenue effect.-It is estimated by the Department of Health,
Education, and Welfare that the tax credit provision would
total roughly $700 million during the calendar year 1974, if
the minimum wage is not increased. However, this cost will be partly
offset by a $100 million savings in the Federal cost of Aid to Families
with Dependent Children.



IV. SUPPLEMENTAL SECURITY INCOME

Increases in Supplemental Security Income Benefits

(See. 121 of the bill)

The new program of supplemental security income (SSI) is a fed-
erally administered program which will take over most of the re-
sponsibility of the former Federal-State programs of old-age assist-
ance, aid to the blind, and aid to the permanently and totally disabled
on January 1, 1974. It is estimated that over 3 million recipients under
the State programs will move into the new program and that up to
3 million more people may be newly eligible for benefits under it.

In July 1973 there were 1,839,000 recipients of old-age assistance,
78,000 recipients of aid to the blind and 1,217,000 recipients of aid to
the permanently and totally disabled. All of these recipients will qual-
ify for the SSI program or for State payments supplementing SSI.
The Federal Government will bear the full administrative costs of the
SSI program and an option is provided to States for the Federal
Government to administer any State supplemental payments, thereby
relieving the States of very substantial administrative costs. Persons
eligible for SSI must meet a standard test of need including both
income and resources and as a group may be assumed to include a
very high proportion of beneficiaries who are in greatest need because
of recent rapid increases in the cost of living.

The committee considered it desirable to increase the benefits to
these persons even before the social security benefit increase could
become effective. Under existing law, benefits would be $130 for an
eligible individual without other income and $195 for such an indivi-
dual and a spouse from January to June 1974 and would be increased
in July to $140 for an individual and $210 for a couple. The commit-
tee bill moves this increase forward to January 1. The bill would fur-
ther increase these amounts to $146 and $219 on July 1 when the full
social security increase occurs. The January increase is roughly propor-
tionate to the 7-percent advance payment of the social security in-
crease, and the July increase approximates the same percentage which
the additional social security benefit increase in the July 1974 social
security checks represents. Changes were made in the benefits of cer-
tain essential persons provided under Public Law 93-66 so that they
will conform to a spouse's benefit as they did under that law.

Food Stamp Eligibility for Supplemental Security Income

Recipients

(See. 122 of the bill)

Under the Social Security Amendments of 1972 (P.L. 92-603) indi-
viduals eligible for SSI benefits would have been prohibited from
participating in food stamp or commodity distribution programs.
However, the Congress this year substantially modified this provision
in amending the Food Stamp Act.
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The law enacted this year provides that an individual is ineligible
for food stamps for a given month only if his SSI benefit (plus any
State supplement) is at least equal to the amount of assistance plus the
food stamp bonus he would have received under the State plan of old-
age assistance, aid to the permanently and totally disabled, or aid to
the blind as in effect for December 1973.

This would appear to require that in addition to having his eligi-
bility determined under the provisions of the SSI program and any
State supplementation program, an individual's eligibility would have
to be determined under the State plan for aid to the aged, blind, or
disabled which was in effect for December 1973. In some States this
involves quite a complex and individualized budgetary analysis of
needs. In addition, it would be necessary to periodically re-examine
the individual's eligibility under the December 1973 State welfare plan
to see if any of the variable factors applicable, such as the amount
of rent paid, need for a special diet, etc., had changed sufficiently to
affect the question of whether or not the amount actually payable under
SSI was as great as the amount which would have been payable under
the old welfare plan plus food stamps. It is quite possible, there-
fore, that an individual's eligibility for food stamps under this pro-
vision might vary from month to month and that in the same State
there might be SSI beneficiaries who are eligible for food stamps and
SSI beneficiaries who are not eligible for food stamps.

A determination under the prior welfare plan would have to be made
not only for those SSI beneficiaries who were actually on the rolls in
December 1973, but also for those newly eligible after that time. In
addition, for purposes of determining eligibility for assistance under
the prior welfare plan, the definition of disability and blindness in
the new SSI program would be used if it is to the advantage of the
beneficiary.

Another possible problem relates to the question of whether the
mandatory State supplemental payments required under the new law
enacted four months ago (P.L. 93-66) will be counted in determining
food stamp eligibility. The provision in the Food Stamp Act literally
provides for measuring the Federal SSI payments plus "payments
described in section 1616(a)" (that is, optional State supplementary
payments) against the prior welfare payments plus food stamps. Since
the mandatory supplemental payments under P.L. 93-66 are tech-
nically not "payments described in section 1616 (a)", it is at least
possible that this provision might be so interpreted that an individual
will be eligible for food stamps even though his SSI payment plus
mandatory supplemental payment exceeded the amount which would
have been available under the old welfare programs.

The Committee believes that the law enacted this year will be ex-
tremely difficult to administer and present substantial problems of un-
equal treatment in food stamp eligibility for SSI beneficiaries. More-
over, in some instances, recipients may lose valuable food stamp
eligibility because their SSI benefits exceed by just a few dollars their
prior welfare plus food stamp entitlement.

The Committee has decided that the best method of dealing with the
problem of food stamps would be to simply repeal the prohibition in
the Food Stamp Act against participation by SSI recipients in that
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program (and the similar prohibition with respect to the commodity
program.) This would eliminate any statutory requirement that eligi-
bility for food stamps be determined on the basis of whether or not an
individual is an SSI recipient rather than on the basis of his income.
(Current food stamp regulations make welfare recipients eligible for
food stamps even if their total incomes exceed the ordinary eligibility
standards for food stamps.)

The Committee bill would also eliminate the provisions of P.L. 92-
603 which, in effect, provide additional Federal funding to compensate
States for raising their State supplemental levels to offset recipients'
loss of eligibility for food stamps. However, for a period of up to
18 months, States which have raised their levels under this provision
may be provided such Federal funding and, in those States, SSI re-
cipients will be ineligible for food stamps during this period.

Limitation on Grandfather Clause for Disabled Individuals

(Sec. 123 of the bill)

In enacting the new SSI program for the aged, blind and disabled
the Congress provided that disabled persons on the rolls in December
1973 would continue to be considered disabled, even if they did not
meet the new Federal definition of disability, provided that they con-
tinued to meet the old State definitions in effect as of October 1972. The
purpose of this provision was to make it unnecessary for the Social
Security Administration to make a new determination of the disability
of the 1.2 million current recipients of aid to the disabled.

New York City is apparently hastily examining all AFDC caretaker
relatives for disability in order to place the maximum number on
aid to the disabled. An article appearing in the New York
Times of September 24, 1973, indicated that 65 percent of the
first 10,000 welfare mothers screened were found to have severe
disabilities. New York City plans to test 250,000 welfare mothers
in a ten week period. This transfer of AFDC mothers to APTD
would shift the cost from the Federal-State AFDC program
to the Federal SSI program, with higher Federal and lower State
costs. To prevent such a costly development the committee bill would
amend the grandfather provision for disability to provide that only
those persons who had received aid to the disabled before July 1973,
and who are on the rolls in December 1973, would be deemed disabled
without having to meet the Federal definition of disability under the
SSI program.

Supplemental Security Income Recipients Who Live With

AFDC Families

(Sec. 124 of the bill)

In P.L. 93-66, the Congress enacted a grandfather clause providing
that SSI recipients who are now getting aid to the aged, blind ana
disabled under State programs will receive State supplemental bene-
fits sufficient to assure them no reduction in total income when the new
SSI program goes into effect in January. The provision was designed



to achieve this objective while, at the same time, minimizing the ad-
ministrative burdens to be placed on the Department of HEW which
would have to administer the SSI benefits and, at least in most States,
the supplemental benefits.

In most cases, the formula contained in P.L. 93-66 will achieve
these two objectives in an acceptable way. However, in certain excep-
tional circumstances, an anomaly may arise in which the result of the
provision in P.L. 93-66 will be to greatly increase the amount of assist-
ance payable. This can happen in the case of individuals who are
getting payments under the program of aid to the aged, blind or
disabled, but who are also members of family units getting AFDC
payments. In such cases there are two problems which can arise.

The first of these relates to the allocation of certain budget items
such as shelter and utilities which are common to both the aged, blind
and disabled individual and the rest of his family. Under the old law
some or all of these items might have been attributed to the aged,
blind, or disabled person, while under the new law, the amount of pay-
ment to the aed, blind and disabled is determined without reference
to specific huadget needs. Thus the full amount of these specific needs
will apparently have to be added to the AFDC budget, raising the
amount of the AFDC grant. This effect could be partially offset if the
SSI recipient's contributions toward the costs of running the house-
hold could be considered to reduce the net amount of the family's
needs. However, a provision of P.L. 92-603 (sec. 414) specifically pro-
hibits counting the income and resources of an SSI recipient in
determining the income and resources of an AFDC family.

A second part of the problem arises because some States allocate the
income of an aged, blind, and disabled person to his entire family
when doing so results in a higher total grant to the individual and his
family. This will no longer be permitted after January 1974, but at
the same time his total income (including that part now allocated to
the rest of his family) must be counted in determining the mandatory
State supplement under the grandfather clause in P.L. 93-66. The
net result of this is that the State will have to provide an increased
amount of assistance to his family (because the State can no longer
count some of his income as the family's income) and will have to also
provide an increased level of assistance to him (because it must count
all of his income in computing the grandfather clause).

The committee bill corrects this situation by permitting a State to
adjust the grandfather clause in such a way that it would assure the
maintenance of the same level of total family income (rather than the
maintenance of the individual's total income) in those cases in which
the SSI recipient resides with an AFDC family. The bill provides,
however, that the SSI recipient would be assured under the grand-
father clause at least as great a total income as a comparable aged,
blind or disabled person not living with an AFDC family and having
no other income.

Special Supplemental Security Income Disregard Provision

(Sec. 125 of the bill)

The Social Security Act excludes from income, for purposes of
determining SSI benefits, assistance furnished individuals by States if



it is based on need. Certain State benefits which are now payable to
aged individuals without regard to need on the basis of their length of
residence in a State will, however, reduce the amount of any supple-
mental security income payments dollar for dollar under present law.
Unless the law is modified, States having such payments may simply
discontinue them since without an exemption of this type the real
beneficiary of the payments would be the Federal Government rather
than the aged residents whom the State intended to help. The Com-
mittee would accordingly exclude from income, for SSI purposes,
such State longevity payments to aged persons.

Demonstration Projects With Respect to the Aged, Blind, or
Disabled

(Sec. 126 of the bill)

Section 1115 of the Social Security Act allows the Secretary of
Health, Education, and Welfare to permit certain research and dem-
onstration projects to operate by waiving some of the legal require-
ments otherwise applicable to assistance programs under the welfare
titles of the Act (for example, the requirement of statewide uni-
formity and the requirement that assistance under such programs be
made in the form of unrestricted money payments). Section 1115 also
permits the costs of any such projects approved by HEW to be con-
sidered as expenditures under the appropriate welfare titles and,
therefore, eligible for Federal matching.

Because Public Law 92-603 (H.R. 1) repeals the existing welfare
titles of the Social Security Act dealing with the aged, blind, and dis-
abled effective January 1,'1974, certain on-going demonstration proj-
ects may be adversely affected. The Committee bill would prevent this
by authorizing the Secretary of HEW to make such waivers of the
requirements of the new Supplemental Security Income program as
may be necessary to permit the continued operation of the projects.
The amendment would also authorize continued Federal funding of
projects to the same extent as such funding would have been avail-
able if the former welfare programs for the aged, blind, and disabled
had not been repealed. (In addition, the amendment permits the non-
Federal share of the costs of such projects to be covered under the
savings clause which limits non-Federal costs for State supplementary
payments to 1972 levels.)

The amendment applies only to projects which were already ap-
proved prior to October 1,1973.

Authority for Surviving Spouse of Deceased SSI Beneficiary
To Cash Joint Check

(Sec. 127 of the bill)

Under the social security program, when benefits are payable on a
single account to both a worker and his spouse, the couple has the
option of receiving either two separate checks or a single check which
combines the benefits payable to each of them. In the event of the
death of one spouse, the Social Security Administration is empowered
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to provide for the superendorsement of the joint check so that it may

be cashed by the surviving spouse. Any resulting overpayment is cor-

rected through adjustment in subsequent payments duo the survivor.

Existing law does not, however, provide comparable superendorse-

mont authority to the Social Security Administration in the case of

Supplemental Security Income payments. Because of this, the Admin-

istration has decided not to issue joint checks to couples receiving SSI

even whero both husband and wife request that their benefits be com-

bined in a :single check. The Committee bill would remedy this by

giving the Social Security Administration superendorsement authority
with respect to SSI.

The Committee, accordingly, expects that the Administration will
honor requests by couples who find it more convenient to receive a
single check including both their payments. The Committee recog-
nizes, however, that such a feature can not be implemented immedi ate]y
because of the short time remaining before the SSI program becomes
effective.

V. SOCIAL SERVICES

(Sees. 131 to 136 of the bill)

LEGISLATIVE BACKGROUND

Rapid rise in Federal funds for social sercices.-Like Federal
matching for welfare payments, Federal matching for social services
prior to fiscal year 1973 was mandatory and open-ended. Every dollar
a State spent for social services was matched by three Federal dollars.
In 1971 and 1972, particularly, States made use of the Social Security
Act's open-ended 75 percent matching to increase at a rapid rate the
amount of Federal money going into social services programs.

The Federal share of social services was about three-quarters of a
billion dollars in fiscal year 1971, about $1.7 billion in 1972, and was
projected to reach an estimated $4.7 billion for fiscal year 1973. Faced
with this projection, the Congress enacted a limitation on Federal
funding as a provision of the State and Local Fiscal Assistance Act
of 1972.

Federal funds for social services limited in 1972.-Under the pro-
vision in the last year's legislation, Federal matching for social services
to the aged, blind and disabled, and for services provided under Aid to
Families with Dependent Children was subjected to a State-by-State
dollar limitation, effective beginning fiscal year 1973. Each State is lim-
ited to its share of $2,500,000,000 based on its proportion of popula-
tion in the United States. Child care services, family planning services,
services provided to a mentally retarded individual, services related to
the treatment of drug addicts'and alcoholics, services provided a child
in foster care, and (under a provision adopted this year as part of Pub-
lic Law 93-66) any services to the aged, blind, or disabled can be pro-
vided to persons formerly on welfare or likely to become dependent on
welfare as well as to present recipients of welfare. At least 90 percent
of expenditures for all other social services, however, have to be pro-
vided to individuals receiving Aid to Families with Dependent Chil-
dren. Until a State reaches the limitation on Federal matching, 75
percent Federal matching continues to be applicable for social services



as under prior law. Family planning services provided under the
medicaid program are not subject to the Federal matching limitation.

Services necessary to enable AFDC recipients to participate in the
Work Incentive Program are not subject to the limitation described
above; they continue as under prior law, with 90 percent Federal
matching and with funding of these services limited to the amounts
appropriated. Federal matching for emergency social services is at a
50 percent rate.

In setting a maximum limit on the amount of Federal funds which
would be available for social services programs, the Congress indicated
its clear intent to stop the rapid and uncontrolled growth of the Fed-
eral commitment to this program. However, in the 1972 legislation the
Congress did not alter the basic nature of the social services program
nor did it express any intent that the level of Federal commitment to
this program which had been reached should be cut back in any sub-
stantial way; in fact, the amount chosen as the new limit on Federal
funding ($2.5 billion per year) represented a commitment to a con-
tinuation of at least the level of Federal funding which had then been
reached. Furthermore, the 1972 legislation clearly delineated certain
high priority types of services which the Congress felt should be avail-
able, not only to those already on welfare, but also to those who might
in the absence of these high priority types of services be likely to be-
come dependent upon welfare.

REGULATORY CHANGES BY THE DEPARTMENT OF HEALTH,
EDUCATION AND WELFARE

On May 1, 1973, the Department of Health, Education, and Welfare
issued sweeping revisions in the Federal regulations under which social
services programs are operated by State welfare agencies. These regu-
lations, which were to have become effective on July 1, were strongly
opposed by many groups and individuals who felt that they were in
many respects contrary to the purposes which social services programs
were intended by Congress to serve.

Eligibility for services.-Under the May 1 regulations, social serv-
ices could have continued to be provided to cash assistance recipients
and to former and potential recipients; however, the definition of
former and potential recipients was considerably narrower than under
the prior regulations. Services provided to former recipients would
have had to have been provided within three months after assistance
was terminated (compared with two years under the former regula-
tions). Persons could have qualified for services as potential recipients
only if they were likely to become recipients within six months and
only if they had incomes no larger than 150 percent of the State's cash
assistance payment standard. In the case of child care services, poten-
tial recipients with incomes above that limit but not more than 2331/3
percent of the cash assistance payment standard could have qualified
for partially subsidized child care. Under the former regulations serv-
ices could be made available to individuals likely to become recipients
within five years and without any specific income tests. The former reg-
ulations also permitted eligibility to be established for some services on
a group basis (for example, services could be provided to all residents
of a low-income neighborhood). The new regulations would have not



permitted group eligibility but would have required the welfare agency
to make individualized eligibility determination for each recipient of
services.

Scope of services.-The May regulations would have limited the
type of services which may be provided to 18 specifically defined serv-
ices and would have limited to just a few services those which the States
are required to provide. By contrast, the former regulations had a
fairly extensive list of mandatory services, specifically mentioned a
number of optional services, and allowed States to receive Federal
matching for other types of services not spelled out in the regulations.

Procedural provision .- The May 1 regulations would have changed
a number of the administrative requirements imposed upon the States
in connection with services; for example, the requirement of an AFDC
advisory committee would have been dropped and the requirement
of recipient participation in the advisory committee on day care
services would have been eliminated. Similarly, a fair hearing pro-
cedure (as applicable to services) would no longer have been man-
dated. The regulations would have required more frequent review
(every 6 months rather than each year) of the effectiveness of services
being provided and would have required that agreements for purchase
of services from sources other than the welfare agency be reduced to
writing and be subject to HEW approval.

Refinancing of services.-The May 1 regulations would have denied
Federal matching for services purchased from a public agency other
than the welfare agency under an agreement entered into after Feb-
ruary 15, 1973 to the extent that the services in question were being pro-
vided without Federal matching as of fiscal year 1972. This limitation
on refinancing of previously non-Federal services program would
have been relaxed under the new regulations over a period of time and
would have ceased to apply starting July 1,1976.

CONGRESSIONAL ACTION TO POSTPONE NEW REGULATIONS

The new regulations issued by the Department on May 1, 1973 were
objectionable to the Congress both because they contradicted specific
provisions of law and because they were largely in conflict with the
Congressional view of the basic purpose of the social services program
and the legislative intent in imposing the $2.5 billion limit in 1972.
Some specific statutory conflicts involved:

1. Limiting eligibility of former and potential assistance re-
cipients for services on the basis of income when the statute per-
mits the Secretary only to specify time periods in which an indi-
vidual is to be considered a former or potential recipient;

2. Virtually precluding Federal matching for the family plan-
ning services States are required to offer and provide;

3. Precluding Federal matching for legal services related to
establishing of paternity of children born out of wedlock, locating
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fathers who have deserted their families, and trying to collect
support payments from these fathers-all activities States are
required to perform under present law;

4. Precluding Federal matching for medical services in con-
nection with treatment of alcoholism and drug abuse and limiting
Federal matching for services for the mentally retarded, despite
the inclusion of both of these kinds of services as high priority
services which may be provided without regard to whether the
recipient of services is on welfare or not;

5. Limiting Federal matching only to services which support
the attainment of the goals of self-support or self-sufficiency, in
contrast to the statutory requirement that States develop a pro-
gram of family services for the purposes of "preserving, rehabili-
tating, reuniting or strengthening the family" ; and
6. Ignoring ie requirement that the Secretary prescribe serv-

ices the State must make available to old age assistance recipients
to help them attain or retain capability for self-care.

In a more basic way, the May 1 regulations posed the question of
whether the 1972 Congressional action in placing a ceiling on Federal
funding could be used by the Department to justify the issuing of
regulations which would have the effect of altering the basic nature
of the program to such an extent that, according to many witnesses
who testified at the hearings held by the Committee in May of this
year, the States would be unable to utilize a large part of the funding
statutorily available to them under the $2.5 billion limit.

Because of the extensive nature of the changes which would have
been made by the new regulations and the issues raised by those
changes, the Congress did not have sufficient time to develop a legis-
lative resolution of the policy issues before the new regulations were
to go into effect on July 1, 1973. Instead, the Congress simply pro-
vided that no new social services regulations (other than those needed
for technical compliance with last year's law) could become effective
prior to November 1, 1973. This legislation did allow the possibility
of implementing new social services regulations prior to the Novem-
ber 1, 1973 date, if the Administration obtained approval for any
such regulations from the Senate Committee on Finance and the
House Committee on Ways and Means. Though revisions in the regu-
lations were proposed in the Federal Register in September, no at-
tempt was made to obtain approval of new regulations from the two
committees.

REVISED REGULATIONS

On September 10, 1973, the Department of Health, Education and
Welfare published in the Federal Register a number of revisions
in its earlier proposed regulations. Additional changes were made on
October 31, 1973 when the Department published in the Federal Regis-
ter the final set of regulations which went into effect on November 1,



1973. These changes do, to a certain extent, attempt to meet
several of the specific statutory conflicts which were pointed out in
connection with the earlier regulations. In particular, those related
to legal services, family planning services, services for the mentally
retarded, and treatment of alcoholics and drug addicts have been
brought more in line with statutory provisions. However, the more
basic questions raised by the new regulations remain unresolved under
the November 1 regulations.

COMMI'rEE PROVISION

Freedom from regulatory control.-The lengthy history of legisla-
tive and regulatory action in the social service area has made it clear
to the committee that the Department of Health, Education, and Wel-
fare can neither mandate meaningful programs nor impose effective
controls upon the States. The Committee believes that the States should
have the ultimate decision-making authority in fashioning their own
social services programs within the limits of funding established by
the Congress. Thus the Committee bill provides that the States
would have maximum freedom to determine what services they will
make available, the persons eligible for such services, the mainer in
which such services are provided, and any limitations or conditions on
the receipt of such services.

States would not, however, be permitted to use Federal social serv-
ices funds in such a wav as to simply replace State money with Federal
money. The bill requires that any increase in Federal funding used
by a State to purchase social services must result in an increase in the
level of services and not simply represent the purchase of the same
services previously purchased with State funds.

The Committee bill provides that States may furnish services which
they find to be appropriate for meeting any of these four goals: (1)
self-support (to achieve and maintain the maximum feasible level of
employment and economic self-sufficiency) ; (2) family care or self-
care (to strengthen family life and to achieve and maintain maximum
personal independence, self-determination, and security in the home,
including, for children, the achievement of maximum potential for
eventual independent living and to prevent or remedy neglect, abuse, or
exploitation of children) : (3) cormnunitv-based care (to secure and
maintain community-based care which approximates a home environ-
ment when living at home is not feasible and institutional care is in-
,ppropriate) ; and (4) institutional care (to secure appropriate insti-
tutional care when other forms of care are not feasible).

To illustrate the variety of services which States may provide with
the available social services funds, the Committee bill includes a list
of services which could be furnished. This list is not intended to limit
the freedom of the States to provide other ti pes of services.



The services listed are:
(1) day care services for children,
(2) day care services for children with special needs,
(3) services for children in foster care,
(4) protective services for children,
(5) family planning services,
(6) protective services for adults,
(7) services for adults in foster care,
(8) homemaker services,
(9) chore services,
(10) home delivered or congregate meals,
(11) day care services for adults,
(12) health-related services,
(13) home management and other functional educational

services,
(14) housing improvement services,
(15) a full-range of legal services,
(16) transportation services,
(17) educational and training services,
(18) employment services,
(19) information, referral and follow-up services,
(20) special services for the mentally retarded,
(21) special services for the blind,
(22) services for alcoholism and drug addiction,
(23) special services for the emotionally disturbed,
(24) special services for the physically handicapped.

Any other types of services not fitting into any of these 24 cate-
gories could also be provided by the States in order to meet the goals
of self support, family care or self care, community-based care, or
institutional care. Through this mechanism the States will be able
to construct programs to meet their particular needs within a pre-
determined amount of Federal funding without regulatory impedi-
mnents which often have made planning and program development an
impossibility. It is the Committee's belief that the mutual objective of
the States and the Federal Government of reducing dependency upon
welfare will be met most effectively by this approach.

While the Committee bill is designed to give the States maximum
flexibility in designing and operating their social services program, the
Committee feels that there should be a public record of the use which
the States make of Federal social services funds. Accordingly. the
Committee bill would require the States to submit an annual report on
their use of funds for social services. The Committee expects that this
report will show how much each State expended for each type of
services. The report should also provide information on the extent to
which social services funds were used for services to persons not
actually on welfare and the extent to which such funds were used for
the purchase of services from organizations outside the welfare
agency. The Committee emphasizes that under this reporting require-
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ment, the Department of Health, Education, and Welfare would have
the duty of requesting appropriate information from the States and of
transmitting that information to the Congress in the form of an annual
report. The Department's responsibility for providing this annual re-
port is not, however, to be interpreted as authorizing the Department
to impose upon the States complex and burdensome reporting pro-
cedures. Nor is the reporting requirement to be interpreted as placing
upon the Department the burden of conducting audits to provide de-
tailed verification of these reports.

The Committee bill includes a repeal of theprovisions enacted in
P.L. 92-512 under which the proportion of the Federal social services
funds which each State could use for non-welfare recipients was
limited to 10 percent (except in the case of specified high priority
services). The $2.5 billion annual limit on Federal funding for services
is retained. The Committee bill also includes a provision making ex-
plicit in the statute that donated private funds. including in-kind con-
tributions, will be considered State funds in claiming Federal reim-
bursement for social services where such funds are transferred to the
State or local agency, are under its administrative control, and are
donated on an unrestricted basis (except that funds donated to sup-
port a particular kind of activity in a named community shall be
acceptable).

The new social services provisions would be effective as of Novem-
ber 1, 1973. However, the Committee bill would not result in fiscal 1974
Federal expenditures for social services exceeding $1.9 billion, the
amount included in the President's budget.

Each State would be assured, for fiscal 1974. a level of social serv-
ices funding sufficient to maintain the level of their expenditures for
social services in the quarter which ended September 30, 1973. The dif-
ference between the amount necessary to meet this goal of maintaining
current expenditure levels and $i.8 billion would be allocated on a
population basis among those States requiring additional funding. No
State would receive funding for fiscal year 1974 in excess of its alloca-
tion under the $2.5 billion limit enacted in 1972, except that $50 million
would be available for allocation by the Secretary of Health, Educa-
tion, and Welfare as necessary to prevent certain States (those which
were eligible in fiscal 1973 for additional funding above their share of
the $2.5 billion limit under a savings clause in-Public Law 92-603)
from falling below fiscal 1973 funding levels. It is anticipated that
considerably less than $50 million will be required to meet this objec-
tive, and th'e Committee bill provides that, the remainder be allocated
by the Secretary to States which would otherwise be limited under the
basic formula to a relatively small part of their regular allocation
inder the full $2.5 billion limit and which had, prior to November 15,
1973, adopted plans for an expansion of social services programs dur-
ing fiscal year 1974. Part of this $50 million could also be used for
funding programs with a potential for -ielding a high level of benefit
in relation to the costs involved.

The estimated State entitlements in fiscal years 1974 and 1975 are
shown in table 7.



Table 7.-Estimated Distribution of Federal Social Services Funds Under Committee Bill, Based on HEW Adjusted Esti-
mates of State Expenditures in First Quarter of Fiscal Fear 1974.

[Dollars In thousands]

Fiscal year 1974 Allocation of Total fiscal year
Estimated funding funding to con. funds above 1974 funding

for fiscal year tinue current current level (up available under Funding available
State 1973 funding level ' to $1.9 billion) bill infiscalyear 1975

Totals ...................... $1,548,219 $1,598,096 2 $301,904 $1,900,000 $2,500,000

Alabama ......................... 16,279 19,980 5,032 25,012 42,140
Alaska ........................... 5,895 3,637 2,258 5,895 3,901
Arizona .......................... 3,182 3,400 2,788 6,188 23,351
Arkansas ......................... 7,236 7,488 2,835 10,323 23,747
California ........................ 211,584 221,733 24,000 245,733 245,733

Colorado ......................... 21,880 25,200 3,098 28,298 28,298
Connecticut ...................... 21,067 27,795 4,418 32,213 37,002
Delaware ......................... 9,297 6,783 2,514 9,297 6,783
District of Columbia ............. 8,320 8,976 4 8,980 8,980
Florida ........................... 42,025 62,033 10,406 72,439 87,150

Georgia .......................... 48,488 48,000 6,766 54,766 56,667
Hawaii ........................... 2,321 7,564 1,160 8,724 9,712
Idaho ............................ 4,703 6,000 1,084 7,084 9,076
Illinois ........................... 131,371 68,904 16,128 85,032 135,076
Indiana .......................... 7,230 7,283 7,584 14,867 63,522



Table 7.-Estimated Distribution of Federal Social Services Funds Under Committee Bill, Based on HEW Adjusted Esti-
mates of State Expenditures in First Quarter of Fiscal Fear 1974-Continued

[Dollars in thousands]

Fiscal year 1974 Allocation of Total fiscal year
Estimated funding funding to con- funds above 1974 funding

for fiscal year tinue current current level (up available under Funding available
State 1973 funding level to $1.9 billion) bill in fiscal year 1975

Iowa ............................. $12,674 $14,700 $4,133 $18,833 $34,612
Kansas ........................... 6,902 7,200 3,237 10,437 27.109
Kentucky ......................... 25,772 26,032 4,729 30,761 39,607
Louisiana ........................ 20,738 25,812 5,332 31,144 44,661
Maine ............................ 8,672 7,500 1,475 8,975 12,354

Maryland ........................ 26,897 45,872 2,823 48,695 48,695
Massachusetts ................... 16,963 21,432 8,295 29,727 69,477
Michigan ......................... 55,341 75,000 13,019 88,019 109,036
Minnesota ....................... 29,317 32,000 5,585 37,585 46,774
Mississippi ...................... 11,541 9,000 3,244 12,244 27,169

Missouri ......................... 15,069 18,000 6,813 24,813 57,063
Montana ......................... 3,731 4,860 1,031 5,891 8,632
Nebraska ........................ 9,959 10,244 2,186 12,430 18,309
Nevada .......................... 1,751 1,080 755 2,735 6,327
New Hampshire .................. 4,048 6,589 1,105 7,694 9,256

New Jersey ...................... 38,482 40,696 10,561 51,257 88,446
New Mexico ...................... 6,718 9,856 1,527 11,383 12,786



New York ........................
North Carolina ...................
North Dakota ....................

O h io .............................
Oklahom a ........................
Oregon ..................
Pennsylvania... ..........
Rhode Island ....................

South Carolina ...................
South Dakota ....................
Tennessee ......................
T exas ............................
U tah .............................

Verm ont .........................
V irginia ...... .................
W ashington ......................
W est Virginia ....................
W isconsin ........................
W yom ing .........................

1 4 times the funding level attained in the July-September 1973
quarter (but not exceeding State's maximum allocation under
$2,500,000,000 limit). Based on HEW adjusted estimates of State
expenditures for that quarter.

2 Allocation on population basis. Includes amounts (not exceeding
amounts available for the 1st quarter of fiscal 1973 under sec. 403
of Public Law 92-603) necessary to maintain States at fiscal year

1973 funding level: Alaska, $1,994,000; Delaware, $2,514,000;
and Washington, $8,336,000.

3Includes about $37,000,000 (not shownas allocated) available
to States which have already planned an expansion of their service
programs in fiscal year 1974 and for funding of high priority pro-
grams.

Source: Prepared based on material submitted by the Department
of Health, Education, and Welfare.
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VI. CHILD WELFARE SERVICES

National Adoption Information Exchange System

(Sec. 141 of the bill)

The Committee bill would authorize $1 million in fiscal year 1974
(and thereafter, such sums as may be necessary) for a Federal pro-
gram to help find adoptive homes for hard-to-place children.
The provision would authorize the Secretary of HEW to "provide
information, utilizing computers and modern data processing methods,
through a national adoption information exchange system, to assist
in the placement of children awaiting adoption and in the loca-
tion of children for persons who wish to adopt children, including
cooperative efforts with any similar programs operated by or
within foreign countries, and such other related activities as would
further or facilitate adoption."

This program is patterned after the Adoption Resource Exchane
of North America (ARENA), which was established by the Cild
Welfare League of America in 1967. Its purpose is to bring together
for adoption those children for whom public and private adoption
agencies in the United States and Canada can find no adoptive families,
and families for whom agencies have no children. A particular objec-
tive of ARENA has been to find more homes for children of minority
groups, mixed racial background, and children with physical or psy-
chological handicaps. Agencies register children who are waiting to
be adopted, and families who are waiting to receive a child. Thus,
ARENA makes the adoption agencies of North America a part of a
large network of adoption resources. This effort helps to overcome un-
even availability of homeless children and suitable adoptive families.

The Committee bill is aimed at making the program more effective
by providing for the utilization of computers and modem data proc-
essing methods. Such a computerized system would encourage and
make possible many more registrations of children and families than
is presently possible.

Child Abuse and Neglect; Protective Services

(Sec. 142 of the bill)

Last year the Congress substantially increased the authorization for
Federal grants to States for child welfare services. At the time, it
was recognized that foster care represented the largest single child
welfare expenditure on the county level, and it was anticipated that
the bulk of the new funds authorized would be used to pay for foster
care. Yet the law enacted last year did not earmark amounts specifi-
cally for foster care, for the Congress wished to permit States and
counties to expand preventive child welfare services with the aim of
avoiding the need for foster care wherever possible.

In its report on last year's Social Security Amendments, the Finance
Committee stated:

The committee urges States to eliminate any barriers hampering
the provision of protective services to keep families together, and
to make greater efforts to work with families wherever appro-



priate in order to prevent the need for placing children in foster
care.

The Committee recognizes that child neglect and lack of protective
services for children represent the most common situations which re-
sult in a need for foster care. The Committee bill builds on last year's
Congressional action by specifically requiring States to play a more
active role in detecting aid dealing with child abuse and neglect so
that children may remain in their homes.

Specifically, the Committee bill adds new requirements to both the
AFDC program and the child welfare services program. States will be
required as part of their AFDC program to provide services to pre-
vent, identify, and treat child abuse and neglect and, wherever feasible,
to make it possible for the child to remain in the home. If the situation
has deteriorated to the point that the home is unsuitable, this fact will
have to be brought to the attention of the appropriate court or law
enforcement agency.

Similarly, new requirements are added to the child welfare services
program requiring States to establish protective services for children
to discover and report child neglect or abuse, with provision of serv-
ices, where feasible, to make it possible for the child to remain in his
home.

VII. CHILD SUPPORT

(See. 151 of the bill)

The problem of welfare in the United States is, to a considerable
extent, a problem of the non-support of children by their absent par-
ents. Of the 11 million recipients who are now receiving Aid to
Families With Dependent Children (AFDC), 3 out of every
4 are on the rolls because they have been deprived of the support of
a parent who has absented himself from the home.

The Committee believes that all children have the right to receive
support from their fathers. The Committee bill is designed to help
children attain this right, including the right to have their fathers
identified so that support can be obtained. The immediate result will
be a lower welfare cost to the taxpayer but, more importantly, as an
effective support collection system is established fathers will be de-
terred from deserting their families to welfare and children will be
spared the effects of family breakup.

Aid to Families with Dependent Children (AFDC) offers welfare
payments to families in which the father is dead, absent, disabled or,
at the State's option, unemployed. When the AFDC program was first
enacted in the 1930's, death of the father was the major basis for
eligibility. With the subsequent enactment of survivor benefits under
the social security program, however, the portion of the caseload eligi-
ble because of the father's death has grown proportionately smaller,
from 42 percent in 1940 to 7.7 percent in 1961 and 4.3 percent in 1971.
The percentage of AFDC families in which the father is disabled has
diminished from 18.1 percent in 1961 to 9.8 percent in 1971.

Absent fathrs.-It is in those families in which the father is "ab-
sent from the home" that the most substantial growth has occurred.
As a percentage of the total caseload, AFDC families in which the



father was absent from the home increased from 66.7 percent in 1961

to 74.2 percent in 1967, 75.4 percent in 1969, and to 76.2 percent in

1971.
In terms of numbers of recipients rather than percentages, 2.4 mil-

lion persons were receiving AFDC in 1961 because the father was

absent from the home. By 1967, that figure had grown to 3.9 million

and by 1969 to 5.5 million. By the beginning of 1971, 7.5 million per-
sons were receiving AFDC because of the father's absence from the
home, and by the end of June 1973 that figure had grown to almost
8.3 million. Thus, in the past 51/ years, families with absent fathers
have contributed about 4.4 million additional recipients to the AFDC
rolls.

What kinds of families are these in which the father is absent from
the home ? Basically, they represent situations in which the marriage
has broken up or in which the father never married the mother in the
first place. In 45.2 percent of the AFDC families on the rolls in the
beginning of 1971, the father was either divorced or legally separated
from the mother, separated without court decree, or he had deserted
the family. And in an additional 27.7 percent of the families receiving
AFDC in 1971, the mother was not married to the father of the child.
Applying that percentage to the June 1973 caseload, over 3 million
AFDC recipients today are found in families where the father is not
married to the mother.

Failure To Enforce Child Support

The enforcement of child support obligations is not an area of juris-
prudence about which this country can be proud. Researchers for the
Rand Corporation (Winston and Forsher, "Nonsupport of Legitimate
Children by Affluent Fathers as a Cause of Poverty and Welfare De-
pendence", December 1971) cite studies that show "a large discrep-
ancy exists between the normative law as expressed in the statutes and
the law in action." Thousands of unserved child support warrants
pile up in many jurisdictions and often traffic cases have a higher
priority. The blame for this situation is shared by judges, prosecutors
and welfare officials alike, and is reinforced by certain myths which
have grown up about deserting fathers. The Rand researchers state:

Many lawyers and officials find child suport cases boring, and
are actually hostile to the concept of fathers' responsibility for
children. A report to the Governor (of California) expresses con-
cern at the "Cavalier attitudes on the subject of child support
expressed by some individuals whose work responsibilities put
them in daily contact with persons affected by the problem.' "It
continues, "Some of these individuals believe that child support
is punitive and that public assistance programs are designed as a
more acceptable alternative to the enforcement of parental re-
sponsibility." The same phenomenon appears in our interview
material.

The researchers dispute the myths about absent fathers that inhibit
enforcement of support obligations:

[The fathers] have not disappeared. Usually they were living
in the same county as their children. They were not supporting
many other children. Ninety-two percent of the nonsupporting
fathers had a total of three or fewer children.



Only 13 percent were married to other women, with another 1
percent each divorced or separated from another or of unknown
marital status. The nonwelfare fathers were more likely to have
remarried; the welfare fathers were more likely to be still married
to the "complaining witness."

The amount of child support awarded was not unreasonably
large. For those nonsupporting fathers who were already under
court order to contribute to their children's support, the typical
payment ordered was $50 a month. In 33 percent of the nonwel-
fare cases, the order called for $50 or less.

The Rand Corporation researchers emphasize the number of well-
off physicians and attorneys whose families ultimately are forced onto
welfare because of insufficient mechanisms for enforcement of obliga-
tions to support. This situation, theypoint out, is confirmed by inves-
tigators, who point to the difficulty of proving the income of the self-
employed, the ease with which unwilling fathers can conceal their
assets, the statutory barrier to collecting from military personnel and
Federal employees, and the low priority given child support investi-
gations by the understaffed district attorneys' offices.

The Rand researchers further point out that although there is a
lack of definitive statistics on the number of affluent fathers whose
families are on welfare, census figures on poverty and AFDC caseloads
are consistent with the hypothesis that much middle-class poverty is
caused by fathers' nonsupport:

From 1959 to 1968, while the proportion of all families in pov-
erty declined from 20 to 10 percent, and the rate for male-headed
families went down to 7 percent, poverty among female-headed
families increased to 32 percent. In 1970 it reached 36 percent,
and 18 percent of college-educated female heads of families were
poor-the corresponding figure for males is 3 percent.

During the years 1961 to 1968, middle-class women appeared on
the AFDC rolls in large enough numbers to raise the average edu-
cational and occupational level of recipients. They become eligible
for aid when prevented from working by serious problems-and
they somehow managed, while still eligible, to go off the rolls at
twice their proportion in the active caseload. How many went on
welfare to obtain enforcement of child support orders?

Present Law

The Committee has long been aware of the impact of deserting
fathers on the rapid and uncontrolled growth of families on AFDC.
As early as 1950, the Congress provided for the prompt notice to law
enforcement officials of the furnishing of AFDC with respect to a
child that had been deserted or abandoned. In 1967, the Committee
instituted what it believed would be an effective program of enforce-
ment of child support and determination of paternity. The 1967 Social
Security Amendments require that the State welfare agency establish
a single, identified unit whose purpose is to undertake to establish the
paternity of each child receiving welfare who was born out of wedlock
and to secure support for him; if the child has been deserted or aban-
doned by his parent, the welfare agency is required to secure support



for the child from the deserting parent, utilizing any reciprocal ar-
rangements adopted with other States to obtain or enforce court
orders for support. The State welfare agency is further required to
enter into cooperative arrangements with the courts and with law
enforcement officials to carry out this program. Access is authorized
to both Social Security and (if there is a court order) to Internal
Revenue Service records in locating deserting parents. The effective-
ness of the provisions of present law has varied widely among the
States.

In its March 13, 1972, study of current child support programs in
four States, the General Accounting Office noted that the Department
of Health, Education, and Welfare

has not monitored the States' child support enforcement activi-
ties and had not required the States to report on the status or
progress of the activities. Consequently, HEW regional offices did
not have information on the number of absent parents or amount
of child support collections involved or the progress and problems
being experienced by the States in collecting child support. Also,
HEW regional officials have not emphasized child support collec-
tion activities within the total welfare program. . . .According
to regional officials HEW has not emphasized the collection of
child support payments because of a shortage of regional staff
and because this activity represents a small segment of the total
effort needed to administer the AFDC program. Regional officials
informed us that they did not, at the time of our fieldwork, have
any plans to evaluate the support enforcement programs or im-
pose reporting requirements on the States.

On September 25, 1973, the Committee conducted a public hearing
on child support. In response to a number of questions submitted at
that hearing, the Department of Health, Education, and Welfare in-
dicated that, although 18 months have passed since the critical GAO
report, the Department still has no information with respect to such
matters as: the extent to which the paternity of illegitimate AFDC
children has been established, the extent to which court orders for the
support of AFDC children have been obtained, the amount of support
collections for AFDC children, or the amount of Federal matching
funds devoted to the States' administrative expenses in connection
with child support. In response to a question as to which States have an
effective program, the Department stated that all States have submit-
ted State plans which say they have a child support program but that:

"HEW has not conducted a State by State study to determine
how well States are meeting each of the requirements in Federal
regulations.
"Some Regional Administrative reviews have been conducted and
you are no doubt familar with the recent GAO report. We know
that a number of States are doing a creditable job, including Cali-
fornia, West Virginia, and Washington."

A Committee staff survey of about 20 States elicited the informa-
tion shown in table 8. Those States which did assess administrative
costs in terms of support collected indicated that in general about
twenty cents in collection costs resulted in a dollar return of support
payments.



TABLE 8.-CHILD SUPPORT COLLECTIONS, ON BEHALF OF

AFDC RECIPIENTS, FISCAL YEAR 1973

(In thousands)

Amount Amount
Collected Collected

California ............. $53,000 Ohio .................. 1$8,503
Florida ................ 5,000 Pennsylvania ......... 15,000
Georgia ............... 8,000 Texas ................ 3,908
Illinois ................ 12,651 Verm ont .............. 407
Louisiana ............. 5,471 Washington ........... 7,706
Maryland ............. 3,000 West Virginia ......... 179
Massachusetts ........ 17,016 Wisconsin ............ 15,625
Michigan ............. 28,100
Nevada ............... 219 Total ............ 185,763
New York ............. 11,978

I Fiscal year 1972 collections: Latest available data.

Source: State estimates.

Of the group surveyed, the States of Washington, Massachusetts,
Michigan, Wisconsin, and California would appear to have the best
collection programs. Committee Bill

In view of the fact that most States have not implemented in a
meaningful way the provisions of present law relating to the enforce-
ment of child support and establishment of paternity, the Committee
believes that new and stronger legislative action is required in this
area which will create a mechanism to require compliance with the
law. The major elements of this proposal have been adapted from those
States which have been the most successful in establishing effective
programs of child support and establishment of paternity.

The Committee bill builds upon the provisions of existing law which
are basically sound. It mandates more aggressive administration at
both the Federal and local levels with various incentives for compli-
ance and with penalties for noncompliance.

Federal Duties and Responsibilities

While the Committee bill leaves basic responsibility for child sup-
port and establishment of paternity to the States, it also envisions a
far more active role on the part of the Federal government in mon-
itoring and evaluating State programs, in providing technical assist-
ance, and, in certain instances, in undertaking to give direct assistance
to the States in locating absent parents and obtaining support pay-
ments from them.

To assist and oversee the operations of State child support pro-
grams the Department of Health, Education, and Welfare would be
required to set up a separate organizational unit under the direct con-
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trol of an Assistant Secretary for child support who would report
directly to the Secretary. This agency would review and approve State

child support plans, evaluate and conduct annual and special audits of

the implementation of the child support program in each State and

provide technical assistance to the States to help them to establish effec-

tive systems for determining paternity and collecting support.

This assistance could, for example, stimulate innovative develop-

ments in this area by providing for the training of hearing examiners
who would conduct pretrial hearings in cases of disputed paternity.

Such examiners would have an expertise in evaluating the scientific

evidence of paternity (e.g., the blood typing provided for elsewhere
under the bill) which would not be true of judges generally. The find-

ings of such examiners would have such weight that most persons

found to be the father in a pretrial hearing would not find it profitable
to continue to deny paternity, and, thus, a formal trial would usually
not be necessary.

HEW would be specifically required to prescribe the organizational
structures, minimum staffing levels (and types of staffing, e.g., attor-
neys, collection agents, locator personnel), and other program require-
ments which States must have in order to be found in conformity with
the law. The Department would also be required to maintain adequate
records of and publish periodic reports on the operations of the pro-
gram in the various States and nationally.

HEW duties would also include approving applications from a
State for permission to sue in Federal court in a situation where a
prosecuting attorney or court in another States does not undertake
to enforce the court order against a deserting father within a reason-
able time. The originating State, under these circumstances, would
be authorized to enforce the order against the deserting father in the
Federal courts.

Penalty for State Non-compliance.-Up to now, the extent of HEW
supervision of the child support program in most States has con-
sisted of a perfunctory review of the State plan material submitted
by the State to see that it contains the statement that there will be a
child support program which complies with the law. Under the Com-
mittee bill, this paper compliance would no longer suffice.

HEW would have the duty of performing an annual audit in each
State and of making a specific finding each year as to whether or not
the child support program as actually operated in that State conforms
to the requirements of law and the minimum standards for an effective
support program which the bill requires the Department of Health,
Education, and Welfare to establish. These audits are to be conducted
by the new child support agency which the bill creates within the
Department.

A State will not be found to have an acceptable program unless it
adequately cooperates in obtaining child support payments from the
absent parent of an AFDC child who resides in another State. In
evaluating the adequacy of % State's cooperation with other States,
the Secretary should give consideration to the effective implementa-
tion of the Uniform Reciprocal Enforcement of Support Act. States
which are experiencing lack of cooperation with other jurisdictions in
enforcing the provisions of this uniform act should promptly report
this information to the Federal child support agency. If States must



request access to Federal courts because of the failure of a particular
State to enforce actions originating out of the State, this should also
lead the Secretary to question the effectiveness of that State's child
support program. In evaluating State child support programs, the
Secretary should take into account the Uniform Parentage Act re-
cently approved by The National Conference of Commissioners on
Uniform State Laws.

Attention is also called to the Uniform Act on Blood Tests to De-
termine Paternity which was adopted by the Commissioners in 1952
and has been enacted in various forms in 8 States. Although this
Act should be updated to reflect the legislation proposed by the re-
ported bill, this uniform law generally fits into the statutory scheme
envisioned by the Committee.

The Committee expects the Secretary of Health, Education, and
Welfare to study the support programs in the various States, consult
with State and local enforcement officials and knowledgeable private
experts in the field, and to derive and apply an objective set of criteria
to evaluate the effectiveness of State programs of child support and
determination of paternity.

If as a result of an annual or special audit of a State's child support
program, the Department finds that the program is not being operated
in accordance with its approved plan or otherwise does not meet the
minimum standards imposed by Federal law and regulation, the De-
partment would be required to impose a penalty upon the State. The
penalty would equal 5 percent of the Federal funds to which the State
was otherwise entitled as matching for AFDC payments made by the
State in the year with respect to which the audit was conducted. To
give the States reasonable lead time to develop effective programs, no
penalties would be imposed with respect to years prior to January 1,
1976. However, the Committee expects the Department of Health,
Education, and Welfare and the States to move as expeditiously as
possible to establish improved child support programs.

Locating a Deserting Parent; Access to Information

An essential prerequisite to the establishment of paternity and/or
the collection of child support is the matter of finding out where the
absent parent is. Evidence seems to indicate that most absent parents
continue to live in the locality or State in which their deserted families
reside. States would be expected first to make use of local and State
mechanisms for tracing absent parents. The bill would assist States in
these efforts and also make it possible to find parents wherever they are
living through the establishment of a parent locator service within the
Department of HEW's separate child support unit. This unit upon
request of (1) a local or State official with support collection responsi-
bility under this program, (2) a court with support order authority,
or (3) the agent of a deserted child not on welfare will make avail-
able the most recent address and place of employment which
it can obtain from HEW files or the files of any other Federal agency,
or of any State. Information of a national security nature or informa-
tion in such highly confidential files as those of the Bureau of the
Census would not be divulged.



As a further aid in location efforts, welfare information now with-
held from public officials under regulations concerning confidentiality
would be made available by the Committee bill; this information would
also be available for other official purposes. The current regulations are
based on a provision in the Social Security Act which since 1939 has
required State programs of Aid to Families with Dependent Children
to "provide safeguards which restrict the use or disclosure of informa-
tion concerning applicants and recipients to purposes directly con-
nected with the administration of Aid to Families with Dependent
Children." This provision was designed to prevent harassment of wel-
fare recipients. The Committee bill would make it clear that this re-
quirement may not be used to prevent a court, prosecuting attorney,
tax authority, law enforcement officer, legislative body or other public
official from obtaining information required in connection with his
official duties such as obtaining support payments or prosecuting fraud
or other criminal or civil violations.

As an additional tool in pursuing missing parents and to simplify
the administration of the AFDC and Child Support Programs, the
Committee bill would require applicants for AFDC to furnish their
social security numbers to State welfare agencies. These agencies in
turn would be required by the bill to use recipients' social security
numbers in the administration of the AFDC program.

Collection of Support Payments by State and Local Agencies

The Committee believes that the most effective and systematic
method for an AFDC family to obtain child support from a deserting
parent is the assignment of the family support rights to the State
government for collection. The Committee bill would require that a
mother, as a condition of eligibility for welfare, assign her right to sup-
port payments to the State and cooperate in identifying and
locating the father, in securing support payments, and in obtaining
any money or property due the family. (The ineligibility of a non-
cooperating mother would apply only to her and not to her children.
Assistance payments would be made to the children under a protective
payment provision which would assure that the children get the bene-
fit of such payments.)

The assignment of support rights will continue as long as the family
continues to receive assistance. When the family goes off the welfare
rolls, the deserting parent may be required, if the State wishes, to con-
tinue for a period not to exceed three months to make payments to the
government collection agency (which will pay the money over to the
family at no cost to them). This period will allow the collection agency
time to notify the father that he will be making support payments in
the future directly to the family, and to take any other necessary ad-
ministrative actions.

The support obligation would become a debt owed by the absent
father to the State. The amount of this debt would be determined bysa
court order if one were in existence. In the absence of a court order
the amount of the obligation would be an amount determined by the
State in accordance with a formula approved by the Secretary of
HEW. Also, a provision has been included to assure that the rights of
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the wife and child are not discharged in bankruptcy merely because
the support obligation is a debt to the State.

Federal matching of the State administrative costs will be increased
from 50 percent to 75 percent under the Committee bill. Such match-
ing will apply to expenditures under the State or local support pro-
grams which will be composed of the following elements of existing
law (with certain modifications) plus such other elements as the Sec-
retary of HEW finds necessary for efficient and effective administra-
tion: (a) determination of paternity and securing support through a
separate organizational unit; (b) cooperative arrangements with ap-
propriate courts and law enforcement officials; (c) location of desert-
ing parents including use of records of Federal agencies; (d) the loca-
tion and enforcement of support orders from other States against the
deserting parent.

It should be noted that the provision in the Committee bill would
provide only that a separate organizational unit be established for en-
forcement of support obligations; the bill does not stipulate, as does
existing law, that the organizational unit be in the welfare agency.
Under the Committee bill, the States would be free to establish such
a unit within or outside their welfare agencies (for example, it could
be established in the State Attorney General's office). Under existing
law, the States in administering their support collection and establish-
ment of paternity programs are required to enter financial arrange-
ments with courts and law enforcement officials in order "to assure
optimum results". These financial arrangements for costs of law en-
forcement officials and courts directly related to the child support pro-
gram will be subject to 75 percent Federal matching, but the Commit-
tee expects the States to continue to devote to this purpose at least as
much non-Federal funding as they currently provide.

The Committee bill would allow the States to use the Federal in-
come tax collection mechanism for collecting support payments. This
mechanism would be available only in cases in which the State can
establish to the satisfaction of HEW that it has made diligent efforts
to collect the payments through other processes but without success.

Since the support obligations are not a tax and will change periodi-
cally in amount, the statutes of limitations on the collections of taxes
assessed would be tolled by recertification of the amount of the sup-
port obligation owed. For administrative reasons, the amount owed by
a specific individual could not be certified more often than quarterly.
A preexisting court garnishment order for support of another child
against the absent father's wages would take precedence over this
procedure.

Incentives for Localities To Collect Support Payments

Under present law, when a State or locality collects support pay-
ments owed by a father, the Federal Government is reimbursed for
its share of the cost of welfare payments to the family of the father;
the Federal share currently ranges between 50 percent and 83 percent,
depending on State per capita income. In a State with 50 percent Fed-
eral matching, for example, the Federal Government is reimbursed
$50 for each $100 collected, while in a State with 75 percent Federal



matching, the Federal Government is reimbursed $75 for each $100
collected.

In most States, however, local units of government, which would
often be in the best position to enforce child support obligations, do
not make any contribution to the cost of AFDC payments and conse-
quently do not have any share in the savings in welfare costs which
occur when child support collections are made. Since such a fiscal
sharing in the results of support collections could be a strong incentive
for -encouraging the local units of government to improve their
support enforcement activities, the bill would provide that if
the actual collection and determination of paternity is carried out by
local authority, the local authority would receive a special bonus based
on the amount of any child support payments collected which result in
a recapture of amounts paid to the family as AFDC. The bonus based
on collections of the parent's support obligation would be 25 percent
for the first 12 months of support obligations owed; subsequent collec-
tions recovered would result in a bonus of 10 percent. This bonus
would come out of the Federal share of the amounts recovered.

Similarly, in the situation where the location of runaway parents
and the enforcement of support orders is carried out by a State other
than that in which the deserted family resides, the State or local au-
thority which actually carries out the -location and enforcement func-
tions will be paid the bonus.

The Committee bill would provide that the Federal Government
would have to be reimbursed for any Federal costs (other than for
blood typing tests) incurred to aid the States and localities in their
support collection and determination of paternity efforts. These costs
for welfare recipients would, however, be subject to 75 percent Federal
matching.

Establishing Paternity

The Committee is concerned at the extent to which the dependency
on AFDC is a result of the increasing number of children on the rolls
who were born out of wedlock and for whom parental support is not
being provided because the identity of the father has not been deter-
mined. The Committee believes that an AFDC child has a right to
have its paternity ascertained in a fair and efficient manner unless iden-
tification of the father is clearly against the best interests of the
child. Although this may in some cases conflict with what a social
worker considers the mother's short-term interests, the Committee
feels that the child's right to support. inheritance, and to know who
his father is deserves the higher social priority. In 1967, Congress
enacted legislation requiring the States to establish programs to deter-
mine the paternity of AFDC children born out of wedlock so that
support could be sought. The effectiveness of this provision was
greatly curtailed both by the failure of tbe Department of Health,
Education. and Welfare' to execise any leadership role and also by
early court interpretations of Federal law which prevented State wel-
fare agencies from requiring that a mother cooperate in identifying
the father of a child born out of wedloclk. Later court decisions, how-
ever, have made it clear that such aid could be denied to a non-
cooperating mother.



Current status of children born out of wedlock.-Children whose
parents have never married present a serious problem of support and
care. At common law such a child was a "son of nobody" and neither
parent could be held responsible for it. The original laws imposing
support of the child on a parent were enacted solely to prevent the
community from having the child as a public charge. In many States,
it is possible for the State's attorney, or the public welfare authorities,
to bring an action against the man who is alleged to be the father of
the child.

In taking the position that a child born out of wedlock has a right
to have its paternity ascertained in a fair and efficient manner, the
committee acknowledges that legislation must recognize the interest
primarily at stake in the paternity action to be that of the child. Since
the child cannot act on his own behalf in the short time after his birth
when there is hope of finding its father, the Committee feels a mech-
anism should be provided to ascertain the child's paternity whenever
it seems that this would both be possible and in the child's best interest.

Cooperation of mother.-The Committee bill would make coopera-
tion in identifying the absent parent a condition for AFDC eligibility.
However, the Committee feels it may be desirable to offer the mother a
financial incentive to cooperate. To demonstrate the possible effective-
ness of such an incentive, the Committee bill for the first year of the
program provides that 40 percent of the first $50 a month in support
collections for a family would be disregarded for purposes of deter-
mining the amount of welfare payments to the family. Thus, during
this period, the family would always be better off if support payments
are made by the absent parent.

Blood grouping laboratories.-The Committee is convinced that
despite widely held beliefs to the contrary, paternity can be ascer-
tained with reasonable assurance, particularly through the use of
scientifically conducted blood typing. It is impressed by evidence that
blood t3 ping techniques have eveloped to such an extent that they
may be used to establish evidence of paternity at a level of probability
wholly acceptable for legal determinations.

In a book entitled Illegitimacy: La?o and Social Policy, Harry D.
Krause, Professor of Law at the University of Illinois, deals at great
length with the value of blood typing in establishing paternity; he
reports that the biological reliability of expertly performed blood
tests has been estimated to be extremely high. An individual may be
excluded from possibility as a father on the basis of blood tests; in
addition, the probability of his being the father can also be computed
quite precisely on the basis of blood typing. Professor Krause writes:

We may conclude that even if blood typing cannot establish
paternity positively in medtral terms, the positive proof of pa-
ternity may reach a level of probability which is entirely accept-
able in legal terms. In other words, blood typing results should
be admissible as evidence even if an exclusion is not established.
They should be entitled to whatever weight the fact that an ex-
clusion was not established in a particular case should have-and
that weight should be computed by an expert in terms of statis-
tical probabilities. To put it very simply, if the blood constella-
tion of father, mother and child is such that only a small per-
centage of a random sample of men would not be excluded



as possible fathers, then it is of considerable significance that this
particular man (if he has been linked with this mother by other
evidence) is not excluded. That "significance," of course, falls
short of the absolute certainty involved in an exclusion but, in a
given case, may equal that of other types of circumstantial
evidence.

Blood grouping tests must be conducted expertly in order to avoid
error; but the possibility of error can be all but eliminated if appro-
priate and well-known medical procedures are followed by experts.
Three laboratories under U.S. Army control now do blood testing
for use in paternity matters. However, sufficient facilities to perform
expert blood typing are not currently available to the courts. There-
fore, the Committee bill would provide that the Department of Health,
Education, and Welfare be authorized and directed to establish or
arrange for regional laboratories that can perform the highly sophis-
ticated blood typing work necessary for purposes of establishing
paternity for State agencies and the courts. Thus, such tests will be
readily available by having specialized blood typing laboratories meet-
ing the highest professional standards within a few hours of air mail
shipment from any part of the country.

The Committee bill would provide that the Department of Health,
Education, and Welfare be authorized and directed to establish or
arrange for regional laboratories (including the refurbishing of exist-
ing facilities) that can do blood typing for purposes of establishing
paternity, so that the State agencies and the courts would have this
expert evidence available to them in paternity suits. The services of
the laboratories would be available with respect to any paternity
proceeding, not just a proceeding brought by, or for, a welfare
recipient.

The Committee also wishes that the Department of Health, Educa-
tion, and Welfare give support to research now being conducted under
the auspices of a joint AMA-ABA study group which would develop
standards for establishing the probative value of expertly conducted
blood tests in the determination of paternity.

Attachment of Federal Wages

State officials have recommended that legislation be enacted permit-
ting garnishment and attachment of Federal wages and other obliga-
tions (such as income tax refunds) where a support order or judg-
ment exists. At the present time, the pay of Federal employees, includ-
ing military personnel, is not subject to attachment for purposes of
enforcing court orders, including orders for child support or alimony.
The basis for this exemption is apparently a finding by the courts
that the attachment procedure involves the immunity of the United
States from suits to which it has not consented.

In a 1941 case (Applegate v. Applegate), the Federal District Court
for the District of Columbia explained this position in this way:

While the Congress has seen fit to waive the immunity of the
United States from suit in the case of certain money claims
against it and also in case of many of the corporations created by
it, it has so far never waived that immunity and permitted attach-
ment or garnishee proceedings against the Ynited States Treasury



or its Disbursing Officers. This cannot be done either directly,
or indirectly through the appointment of a sequestrator or re-
ceiver or by contempt order against the debtor defendant.
McGreew vs. McGrew, 59, App. D.C. 230,38 F. 2d 541.

This is not a question of any right of personal exemption on
the part of the defendant Applegate but of the sovereign im-
munity of the United States from suits to which it has not con-
sented.

In 1969 the tax law was amended to reflect the importance the Con-
gress attributes to support payments by giving them a higher priority
than tax liens in the collection of funds.

In 1971, the Administration, commenting on a proposal to permit
the attachment of retirement pay of military personnel in connection
with court orders for child support or alimony, opposed the proposal
as extraneous to the bill being considered but noted:

If there is sufficient reason to attach retired pay, the same
reason undoubtedly exists for an attachment provision applicable
to other Federal pays and annuities. Accordingly, the broader
subject of attachment of all Federal pays and annuities for sup-
port of dependents may well deserve congressional attention as a
matter in its own right. (House Report 92-481, p. 24.)

The Committee bill would specifically provide that the wages of
Federal employees, including military personnel, would be subject to
garnishment in support and alimony cases. In addition, annuities and
other payments under Federal programs in which entitlement is based
on employment would also be subject to attachment for support and
alimony payments. This provision would be applicable whether or not
the family upon whose behalf the proceeding is brought is on the
welfare rolls. It would also override provisions in various social in-
surance or retirement statutes which prohibit attachment or garnish-
ment.

Distribution of Proceeds

Under the Committee bill, the amount collected would be retained by
the Government to partly offset the current welfare payment (except
that for the first year of the program 40 percent of the first $50 col-
lected will go to the family to increase income). If the collection is
more than what is needed to fully offset the current month's AFDC
payment, the additional amount up to the family's support rights as
specified in a court order goes to the family. If there is still an excess
above this, it is retained by the Government to offset past welfare pay-
ments. In any case in which a large collection is made which more
than repays all past welfare payments, any such excess would go to
the family. The amounts retained by the Government are distributed
as between Federal and State Governments according to the pro-
portional matching shares which each has under the AFDC formula.

States would be required to make the AFDC payment without a
reduction for child support collections until the proceeds exceed the
assistance payment. All collections of child support would be made
by the separate organizational unit and no such payments would be
made by the parent directly to the family until such time as the fam-
ily is no longer eligible for assistance. In any month in which the
amount of support collected is sufficient to completely repay the amount



of the assistance payment for that month, the family would not be
considered to be eligible for AFDC for that month.

Support Collection for Non-Welfare Families

The Committee bill is designed primarily to improve State pro-
grams for establishing paternity and collecting support for children
getting AFDC payments. The Committee recognizes, however, that
the problem of nonsupport is broader than the AFDC rolls and that
many families might be able to avoid the necessity of applying for
welfare in the first place if they had adequate assistance in obtaining
the support due from absent parents. Accordingly, the Committee bill
would require that the procedures adopted for locating absent parents,
establishing paternity, and collecting child support be made available
to families even if they are not on the welfare rolls.

The expert blood typing services provided for in the bill would be
available through a court in non-welfare cases without cost. In the
case of parent location services, a fee would be charged in non-welfare
cases. For other support collection services, States could charge an
application fee which would have to be approved as reasonable by
the Department of Health, Education, and Welfare, and States could
deduct the remaining costs of collection from any amounts actually
collected.

The collection activities for non-welfare families are thus envisioned
as being self-financing, unless a State decides that it does not want to
charge for the costs of the service. However, in the first year, financial
support will be needed to put this part of the program in operation.
Accordingly, the 75 percent federal matching for State costs would be
provided for this part of the program for the first year of operation.

Effective Date

The garnishment of Federal wages would be effective January 1,
1974; the authorization of appropriations for the Department of HEW
and the provision for the appointment of the Assistant Secretary for
Child Support would be effective upon enactment; the penalty provi-
sion for ineffective State programs would not be imposed before Janu-
ary 1, 1976; and the other child support provisions of the Committee
bill would be effective July 1,1974.

VIII. AID TO FAMILIES WITH DEPENDENT CHILDREN

Pass-Along of Social Security Benefit Increase to AFDC
Recipients

(See. 161 of the bill)

Under present law if Social Security benefits are increased, recipi-
ents of aid to families with dependent children (AFDC) who are also
social security beneficiaries find their AFDC payment reduced one
dollar for each dollar that social security benefits are increased. To
assure that AFDC recipients who are also social security beneficiaries
receive at least part of the benefit of the social security cost of living
increase provided in the Committee bill, the Committee bill would also



require States, in determining need for AFDC, to disregard 5 percentof social security income. This provision would be effective as of the
first month in which increased social security benefits are paid under
the bill's social security benefit increase provisions.

Modification of Earnings Disregard Provision

(Sec. 162 of the bill)

Present law.-Under present law States are required, in determining
need for Aid to Families with Dependent Children, to disregard:

1. All earned income of a child who is a full-time student, or a
part-time student who is not a full-time employee; and

2. The first $30 earned monthly by an adult plus one-third of
additional earnings. Costs related to work (such as transporta-
tion costs) are also deducted from earnings in calculating the
amount of the welfare benefit.

Two problems have been raised concerning the earned income dis-
regard under present law. First, Federal law neither defines nor limits
what may be considered a work-related expense, and this has led to
great variation among States and to some cases of abuse. Second,
some States have complained that the lack of an upper limit on the
earned income disregard has the effect of keeping people on welfare
even after they are working full time at wages well above the poverty
line.

Committee provision.-The committee bill would deal with both of
these problems by modifying the earnings disregard formula and by
allowing only day care as a separate deductible work expense (with
reasonable limitations on the amount allowable for day care expenses).
Under the Committee bill, States would be required to disregard the
first $60 earned monthly by an individual working full time ($30
in the case of an individual working part-time) plus one-third of the
next $300 earned plus one-fifth of amounts earned above this. The
differential between full time and part time employment is designed
to encourage recipients to move into full time jobs.

Community Work and Training Programs

(Sec. 163 of the bill)

Prior to the enactment of the Work Incentive Program as part of
the 1967 Social Security Amendments, the Federal AFDC statute
permitted Federal matching of AFDC payments made to recipients
participating in a community work training program. Since the enact-
ment of the WIN program, however, the Department of Health, Edu-
cation, and Welfare has taken the position that the Federal Govern-
ment will not share in AFDC payments to recipients who are required
by State law to participate in an employment program-unless the
program either is part of the Work Incentive Program or is ad-
ministered under the Economic Opportunity Act. This has been true
even though the Work Incentive Program was not in effect in all areas
of a State.
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Under the committee bill, the community work training provisions
in the law prior to the 1967 amendments would be reenacted so that
States wishing to have such programs could do so under the standards
provided by the legislation.

Authority for States To Operate Demonstration Projects Making
Employment More Attractive for Welfare Recipients

(Sec. 164 of the bill)

The Committee notes that under existing law, there is considerable
authority at the Federal level to carry on research and demonstration
on better ways of developing work incentives for welfare recipients.
Exclusive use of this approach, however, ignores one of the basic
strengths of federalism; namely, that individual States should be free
to experiment with better ways of solving Governmental problems.
A number of States have attempted to institute innovative employ-
ment programs for welfare recipients but they have been inhibited
by HEW because of its slowness to act under current demonstration
authority. The Committee bill will alleviate this situation.
Present law

Section 1115 of the Social Security Act allows the Secretary of
Health, Education, and Welfare to waive any of the State plan re-
quirements of the Federal welfare law for the sake of experimental,
pilot, or demonstration projects which in the Secretary's judgment are
likely to assist in promoting the objectives of the welfare programs.
Proposal

Under the Committee bill, this authority would be both broadened
and made more explicit to emphasize a major objective for demon-
stration projects. This objective is to permit States to achieve more
efficient and effective use of funds for publc assistance recipients to
reduce dependency, to improve the living conditions and increase the
incomes of persons who are on assistance (or who would be on assist-
ance if they were not participating in the demonstration project) by
conducting experiments designed to make employment more attractive
for welfare recipients.

States would be limited to not more than 3 demonstration projects
under this authority; one of the projects could be Statewide. None
of the projects could last for more than two years, and all authority
for the projects would terminate June 30,1976.

In pursuing these objectives under the Committee bill, States would
be permitted for demonstration purposes to waive the requirements of
the Aid to Families with Dependent Children program relating to (1)
Statewideness; (2) administration by a single State agency; (3) the
earned income disregard (but in no case could a State offer an earned
income disregard of more than 50 percent) ; and (4) registration in
the Work Incentive Program and other requirements related to that
program. The State could waive any or all of these requirements on
its own initiative unless and until the Secretary disapproved the
waiver as inconsistent with the purposes of section 1115 and the AFDC
law. If the waiver was disapproved by the Secretary, the demon stra-



tion project would terminate by the end of the month following the
month in which it was disapproved.

As part of a demonstration project, the State could use welfare
funds to pay part of the cost of public service employment. The State
could then take this amount and add additional amounts to pay a
wage substantially higher than the amount of the welfare payment .
Under the Committee bill, revenue sharing funds could be used for
the non-welfare share of the salaries. Wages of project participants
could not be higher than that for similar work in the community. The
conditions of public service employment which apply to the Work
Incentive Program (relating to health and safety standards, no dis-
placement of employed workers, working conditions, and workmen's
compensation) would also apply to public service employment under
these demonstration projects. The State welfare agency would also be
free to contract with non-profit private institutions organized for a
public purpose, such as hospitals, to carry out such projects.

When unemployed fathers are placed in public service employment,
Federal matching will continue for the portion of the salary equal
to the former we fare payments and it will be available for wage
payments.

Public Service employment is not the only type of experimentation
authorized by the Committee bill. States may wish, for example, to
experiment with the income disregard. If they do so, however, they
will not be allowed to conduct a test which disregards more than
one-half of a welfare recipient's earned income.

Participation by welfare recipients in the demonstration projects
would be voluntary.

The costs incurred by the States in conducting demonstration proj-
ects under this provision of the Committee bill would be eligible for
the same Federal matching as applies to other costs of the AFDC pro-
gram, subject to the limitation that the amount matchable with respect
to any participant in the project may not exceed the amount which
would otherwise have been payable to him under the regular provisions
of the AFDC program. Thus, these projects should not result in in-
creased Federal expenditures.

IX. MEDICARE AND MEDICAID AMENDMENTS

Amendments Relating to Medicaid Eligibility for Recipients
Under the Supplemental Security Income Program

(Sec. 171 of the bill)

A. Conforming Changes

Under present law Medicaid eligibility is linked to eligibility for
cash assistance under the Federal-State programs for the aged, blind,
disabled or families with dependent children. Actual recipients of
cash assistance are automatically eligible for Medicaid. In addition,
States at their option may extend Medicaid eligibility to persons eli-
gible for cash assistance but who are not actually receiving a
payment and to persons who would receive a payment except for
their residence in a medical institution. A State may also choose to
cover persons whose income or resources make them ineligible for a



cash assistance payment, but who need help in meeting medical ex-
penses; these persons are defined as medically needy.

When Congress passed the Supplemental Security Income (SSI)
program, which next January will replace the Federal-State cash as-
sistance programs for the aged, blind and disabled, by oversight the
necessary conforming changes were not made in the Medicaid (Title
XIX) law to reflect the Federalization of the adult categories under
Title XVI. Medicaid eligibility is thus linked only to eligibility for
cash assistance under the old Federal-State programs which expire
December 31, 1973.

The Committee bill therefore makes the necessary conforming
changes, effective January 1, 1974, to allow Federal matching under
Title XIX for persons eligible for the SSI program.

B. Mandatory Extension of Medicaid Coverage

States are required by P.L. 93-66, as a condition for Medicaid
matching, to pay a mandatory supplement to any recipient of assistance
in December 1973 who is receiving more than the Federal SSI amount,
until such time that his income changes or he otherwise becomes in-
eligible. All persons who would qualify for the mandatory supplement
are eligible for Medicaid under current law on the basis of their receipt
of cash assistance. Although the Congress required States to pay a
mandatory supplement to persons on the rolls in December who receive
more than $130 under the current cash assistance programs (due to rise
to $140 under the Committee bill), it did not specifically require that
States continue Medicaid benefits for these persons. If States are given
the option as to whether to cover persons who receive only a State sup-
plementary payment, some current recipients may lose coverage and he
disadvantaged by the changes resulting from the new SSI program.

The Committee bill therefore requires States to continue Medicaid
coverage for persons who receive mandatory State supplementary
benefits until such time as the person becomes ineligible for the man-
datory supplement. Since these are persons who are already covered
under the current Medicaid program, this would not represent an in-
creased cost to the States. For all other recipients of State supplements
only (that is, persons coming on the rolls for the first time after Decem-
ber 1973 whose income is too high for them to be eligible for SSI pay-
ments but who are eligible for a State supplementary payment), the
State would have an option as to whether they would cover them.

C. Medicaid Eligibility Determinations

Under present law, all aged, blind, and disabled recipients of cash
assistance are automatically eligible for Medicaid, and Federal match-
ing is available for medical services provided to them. The SSI pay-
ment levels are higher than present payments to the aged, blind, and
disabled in a number of States; in order not to impose a substantial
fiscal burden on these States, a provision was written into the Medicaid
law allowing a State the option of either covering all SSI recipients or
not covering the newly eligible SSI recipients who would not have met
the State's January 1, 1972 standard for determining Medicaid eligi-
bility. However, the provision did not specify the criteria for Medicaid



eligibility which would be applicable to persons receiving State sup-
plementary payments only.

The Committee notes that making all persons who receive an SSI
payment eligible for Medicaid matching does not automatically assure
that all recipients of cash payments authorized under the new Title
XVI (SSI program) will be eligible for Medicaid matching. Some
persons will receive only a State supplementary payment; because
their countable income is more than $140 ($146 effective July 1, 1974)
they will not receive an SSI benefit. Many of these persons are cur-
rently eligible for Medicaid on the basis of their receipt of cash assist-
ance under the current adult titles and therefore would continue their
eligibility under the Committee amendment. However, persons newly
eligible for cash payments as State-supplement-only individuals would
be precluded from coverage if States are not allowed Medicaid match-
ing to cover these persons as cash assistance recipients for purposes of
Title XIX. In States with a medically needy program such persons
could become eligible after incurring medical expenses equal to the
difference between their income and the State's medically needy stand-
ard. In States without a medically needy program, State-supplement-
only individuals would be excluded unless the State chose to institute
such a program.

The Committee amendment would allow all States the option
of covering all persons or a reasonable classification of persons who
receive only State supplementary payments under Medicaid, regard-
less of whether the supplement is federally or State administered.
Eligibility must, however, be based on rational classifications (such as
the aged, or the blind, or the disabled or persons in domiciliary care).

The Social Security Amendments of 1972 included a provision re-
quiring States who do not cover all SSI recipients under Medicaid to
make eligible aged, blind or disabled persons who meet all other
eligibility requirements and whose medical expenses reduce their in-
come to the medical assistance eligibility level. Here, too, a clarification
is needed.

The Committee bill specifies that persons who become eligible for
Medicaid under this "spend-down" provision will be deemed "cate-
gorically needy" (that is, the equivalent, for Medicaid purposes, of
cash assistance recipients) in States which do not have medically
needy programs. In States which cover the medically needy, such
persons would be deemed categorically needy if (1) they are receiving
or are eligible to receive a State supplementary payment and similarly
situated individuals are similarly treated; or (2) they are an individ-
ual or spouse eligible to receive a Title XVI benefit. Persons not meet-
ing the income criteria for cash assistance would be deemed medically
needy. D. Medicaid Coverage of Institutionalized Individuals

Under current law, States are permitted to make institutionalized
individuals eligible for Medicaid by declaring that such persons would
need cash assistance if they were outside the institution. States estab-
lish this standard of need (usually higher than the standard applicable
to noninstitutionalized individuals) in their cash assistance programs
for the aged, blind, and disabled.



Allowing States to cover under Medicaid any persons (or reason-
able classification of persons) receiving State supplementary pay-
ments, combined with the option of providing Medicaid to anyone
who would need a supplement if they were outside the institution,
would potentially allow States to make all persons in nursing homes
eligible for federally-matched Medicaid services, regardless of their
income. Any nursing home patient who could not pay his nursing home
bill could simply be deemed to be in need of a supplementary payment
and therefore eligible for Medicaid. There would be no limit on what
income level the State could set in order to bring in Federal Medicaid
matching dollars for its institutionalized population.

In recognition of this problem, the Department of HEW has recom-
mended limiting the income level at which a person could be deemed to
be in need of a supplementary payment when he was in a nursing home
to 1331/ percent of the State's July 1972 payment standards for cash
assistance (or, if higher, 133/3 percent of the adjusted payment level).
Application of this standard would result in considerable hardship for
institutionalized individuals residing in the 26 States which do not
have medically needy programs. The standard suggested by the De-
partment would result in great variation between the States in their
ability to make nursing home patients eligible for Medicaid. Georgia
and Arkansas, for example, could not cover people with countable in-
comes of more than $150.

The Committee bill therefore allows a State to deem an institution-
alized person in need of a supplementary payment if his income is
within 300 percent of the SSI benefit level applicable to a noninstitu-
tionalized individual with no other income. In effect, this would mean
that an institutionalized person with an income of up to $420 a month
before application of any income disregards ($438 a month effective
July 1, 1974) could be eligible to have Medicaid matching payments
made in his behalf. This limitation would be the same nationwide and
so would treat all States equitably, would allow most nursing home re-
cipients to be covered, and yet would assure that nursing home patients
would be reasonably in need when compared to other Medicaid eligi-
bles. The Committee notes that this limitation would not apply to
current Medicaid eligibles in nursing homes who were grandfathered
into continued Title XIX coverage by Section 231 of P.L. 93-66.

Health Maintenance Organizations Under Medicaid

(See. 172 of the bill)

Under present law, States may enter into contracts with health
maintenance organizations (HMO's) for providing Medicaid services
to Medicaid eligibles virtually without restriction. The Committee is
concerned that capitation payments to HMO's may be higher than
those a State might pay if the patients were treated outside of the
HMO. The Committee is also concerned that, unlike the case with
Medicare, there are no statutory requirements with respect to basic
quality of care standards applicable to Medicaid HMO's to protect
recipients.

In general, the Committee believes that the appropriate quality as-
surance standards and reimbursement limitations on capitation pay-



ments for HMO's participating in the Medicare program, as set forth
in Section 1876 of the law, should, with certain exceptions and modifi-
cations, constitute requirements for participation under title XIX.
These include requirements for services of a sufficient number of pri-
mary and specialty care physicians, effective arrangements to assure
access to qualified practitioners in those specialties which are generally
available in the area, demonstrated proof of financial responsibility
and capability to provide comprehensive health services, and assur-
ances that required health services are delivered promptly and appro-
priately. The Committee recognizes, however, that certain exceptions
to the Medicare provisions must be made to take into account the
differences between the two programs.

While it is not known how many of the HMO's currently participat-
ing under Title XIX through provision of services on a capitation
basis to Title XIX eligibles would be unable to meet the general stand-
ards set for participation in Title XVIII, it is apparent to the Com-
mittee that the requirements as to minimum enrollment and the re-
quired two years of previous experience might hinder State efforts to
enroll recipients in newer and otherwise qualified and capable devel-
oping organizations. Thus the Committee amendment authorizes in-
centive capitation payments to otherwise qualified organizations with-
out requiring that they have at least two years of operating experience.

The Committee has also included in its amendment an alter-
native enrollment standard which appears more appropriate to Medic-
aid. This standard sets a required minimum enrollment of 5,000 indi-
viduals, in general, at least half of whom may not be Title XVIII
or XIX recipients. This minimum enrollment requirement is less than
tie 25,000 minimum required for Medicare.

The Committee amendment also provides that the reimbursement
method and t types and amounts of allowable expenses otherwise rec-
ognized for reimbursement must be substantially the same as those
under Section 1876 of Title XVIII.

While Ij/indidlual capitation may be appropriate for Medicare, it is
not appropriate for Medicaid except with respect to persons eligible
for old-age assistance and similar situations where assistance eligibility
is individually determined. In the case of families, the Secretary should
by regulation require 11510's to be reimbursed on a family capitation
basis and not in terms of an individual rate for each family member.
Similarly, calculations of costs outside the lIMO should be made on a
family basis.

Medicaid: Payment to Substandard Facilities

(Sec. 173 of the bill)

Section 249D of P.L. 92-603 amended Title XI of the Social Secu-
rity Act to provide that there will be no Federal matching payment
available under the cash assistance titles for a payment made to a per-
son in an institution to the extent that the payment is made for institu-
tional care which is or could be provided under Title XIX. The Com-
mittee included this provision in P.L. 92-603 to prohibit the practice
existing in some States whereby the State used its cash grant programs
to finance care in institutions which were ineligible for matching under

22-369-73-
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Medicaid because they did not meet Medicaid standards of health and
safety. Federal matching for cash payments provided for this purpose
were prohibited.

With the implementation of the SSI program, there will no longer
be any formal Federal "matching" in the cash assistance programs
for the aged, blind and disabled. The basic Federal payment, how-
ever, represents a matching payment in that States use it as a base for
any State supplementary payment amounts. Section 249D as presently
worded may not be sufficient to preclude States from providing a sup-
plementary payment which, in combination with the basic Federal
benefit, could be used to circumvent the institutional health and safety
standards of Title XIX by paying for inpatient institutional care in
substandard nursing homes which could be provided through the cash
grant program.

The Committee bill, therefore, amends Title XVI to provide that
the Federal SSI payment will be reduced dollar for dollar for any
State supplementarypayment (or State vendor payment to an institu-
tion) which is made for care provided to an institutionalized individ-
ual if this care could be provided under the State's Medicaid program.

Federal Matching Under Medicaid for Care to Indians

(Sec. 174 of the bill)

Under the Indian Health Service Program of the Public Health
Service Act, full Federal financing is available for the cost of provid-
ing health services to Indians. In States with a Medicaid program,
Indians may receive covered care if they meet the appropriate eligi-
bility criteria.

The Federal portion of payments made by States under Medicaid
ranges between 50-83 percent of the reasonable cost of covered services.

The Committee notes that with respect to matters relating to In-
dians, the Federal Government has traditionally assumed major re-
sponsibility. The Committee wishes to assure that a State's election
to participate in the Medicaid program will not result in a lessening of
Federal support of health care services for this population group, or
that the effect of Medicaid coverage be to shift to States a financial
burden reviously borne by the Federal Government.

The Yommittee has therefore included an amendment which will
increase the Federal matching under Medicaid (effective January 1,
1974) to 100 percent with respect to services provided individuals
who. at any time during the year preceding the month in which the
services were received were eligible for services under the Indian
H-ealth Services Program and resided on or adjacent to a Federal
Indian Reservation.

Buy-In Agreement Under Medicare

(See. 175 of the bill)

Under current law. Federal matching pam ents for Medicare Part
B premiums for public assi stance recipients in a State may be made to
a Stair only if it has a Medicaid program.



The Committee is concerned that this results in an inequitable
hardship on Arizona, which is not currently participating in the
Medicaid program.

The Committee bill therefore includes an amendment which pro-
vides that, effective January 1, 1974, a State which did not have a
Medicaid program as of October 1, 1973 shall be deemed to have a
Medicaid program for purposes of Federal matching for the buy-in
under Part B of Medicare for covered individuals.

Payment for Supervisory Physicians in Teaching Hospitals

(Sec. 176 of the bill)

Section 227 of P.L. 92-603, the Social Security Amendments of 1970,
dealt with payment for supervisory physicians in teaching hospitals.
The primary objective of the provision was to make it clear that fee-
for-service reimbursement should be paid for the teaching physician's
services only where the patient is a bona fide private patient. The Re-
port of the Committee on Finance which accompanied the provision
explained its concept of "private patient" in some detail. However,
because of the extremely wide variety of teaching programs through-
out the country and the lack of reliable data on the character of the
professional care and the nature of the financial arrangements estab-
lished to support the physicians' services rendered in them, the law au-
thorized the Secretary to define "private patient" by regulation.

In its comments to the Department of Health, Education, and Wel-
fare on the regulation proposed by the Secretary to define "private
patient" for Medicare reimbursement purposes, the Association of
American Medical Colleges submitted a report to the Secretary which,
among other things, assessed for the first time the financial and pro-
grammatic impact of the proposed regulations on six unnamed member
medical schools and teaching hospitals. While the data presented in
this study are far too limited to serve as a basis for drawing conclusions
about the appropriateness of the proposed regulations, they do raise
questions about the impact of both the present and proposed reimburse-
ment policies which deserve further study.

The committee amendment would authorize and direct that a more
extensive study be done including at least 40 or 50 hospitals.

The study, which would be carried out at medicare expense, would
encompass all aspects of third party financing for professional services
rendered in the medical school and teaching hospital setting. The study
would be carried out by personnel of the Social Security Administra-
tion who would be assisted to the extent they deem appropriate by
personnel from the Association of American Medical Colleges as well
as others with necessary expertise. In view of the limited time in
which the study must be completed and for reasons such as the broad
scope of the undertaking, the Committee would assume that the Social
Security Administration would also find it useful to utilize the services
of non-governmental organizations and persons other than the AAMC
who could contribute substantial fiscal, administrative and program
expertise in the areas of Medicare, Medicaid, patient care and grad-
uate medical education. Representatives of the Association have agreed
to cooperate fully with the Social Security Administration in obtain-



ing the needed information and have stated that they will strongly
urge their member medical schools and teaching hospitals to lend their
full cooperation to the effort.

The study would describe both past and current practices of both
private and public health insurance programs, relating to the payment
for the services of supervisory and teaching physicians. The study
would describe variations which exist among different teaching set-
tings and variations which exist in the relationship between patients
and physicians in these various settings.

The study would include data on the costs of providing teaching
and supervisory services and it would include data on the extent of
current fee-for-service and other reimbursement from public and pri-
vate programs.

The study would analyze the impact of various alternative methods
of financing professional services in a teaching setting. Both the fiscal
and the programatic aspects of various reimbursement mechanisms
would be analyzed. Special attention would be given to the impact of
current Medicare reimbursement mechanisms and the mechanisms out-
lined under Public Law 92-603.

In view of the expanding role of public health insurance programs,
the study would analyze the effect of Government reimbursement pol-
icy not only on the institutions involved, but also on the practices of
private insurers, and the Federal budget.

The amendment calls for the Secretary to submit a report of his
findings, including any recommendations for legislative changes he
may deem appropriate, to the Congress on or before July 1, 1974,
but in no case may it be submitted later than December 31, 1974.

In view of the prospect that the information derived from the
study could point up problems in the Secretary's proposed regula-
tions or the law that should be remedied, the amendment would defer
the implementation of the private-patient requirement of Public Law
92-603 for 1 year, so that it would be effective for hospital account-
ing years that begin after June 30, 1974. Moreover, under the amend-
ment the Secretary could, if he believes that further study is war-
ranted, defer implementation of the 1972 provision for an additional
6 months.

The 1972 legislation also provided for more favorable cost reim-
bursement than had been available previously where fee-for-service
reimbursement is not paid for the services of a teaching physician.
Since there is no reason to defer the implementation of these
more favorable cost reimbursement provisions in teaching hospitals
where no fee-for-service reimbursement is paid, the amendment would
retain the original effective date insofar as these hospitals are con-
cerned.

Medicare Administration and Policy

(See. 181 of the bill)

When Medicare was enacted, the Social Security Administration
was given responsibility for the implementation of the legislation.
Thit organization was delegated authority in the Department for
Medicare adiniistration policy, and operations. It was understood
that the Social Security Aduiinistration would rely upon the health
arm of the Department as its chief consultant on policy matters within
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the areas of its expertise on the health professions. However, the Social
Security Administration had the responsibility for deciding when the
advice of the health arm should be accepted because the primary
orientation of the program was the welfare of the beneficiaries and
the smooth functioning of the Medicare program and not other goals
which the Department might have.

In the last two years there has been a general erosion of the Social
Security Administration's responsibility for Medicare policy and ad-
ministration. This responsibility has increasingly been assigned to the
health segment in the Department. The effect has sometimes been less
a change in direction than an absence of direction. Decisionmaking
has been slowed to a point of greatly reduced effectiveness. Where
decisions have been made by the health arm, these decisions have some-
times resulted in failure to follow Congressional intent.

The transfer, dilution and division of responsibility tends to reduce
the capacity of the legislative committees having jurisdiction over
Social Security programs to exercise that jurisdiction.

The Committee has therefore approved an amendment assigning
primary policy and operating responsibility for Medicare to the Social
Security Administration. In view of the Secretary's commitment to
improved organization and administration of the Professional Stand-
ards Review responsibilities, the amendment does not include assign-
ment of those responsibilities to Social Security.

The amendment is designed to enhance responsiveness to legislative
intent and assure greater accountability.

Chronic Renal Disease

(Sec. 182 of the bill)

The Social Security Amendments of 1972 extended Medicare cover-
age to include persons in need of renal transplantation or dialysis.
The provision in the Social Security Amendments of 1972 which ex-
tended Medicare protection to this group authorized the Secretary of
HEW to limit Medicare reimbursement for transplant and dialysis
to facilities and organizations which qualify under the requirements
he is authorized to establish. Under the law (sec. 226(g) of the Social
Security Act) the Secretary must include in his standards at least a
requirement for minimum utilization rates and for a medical review
board to screen appropriateness of patients for treatment. Addi-
tionally, payment for services was intended to be reasonably related
to the cost of providing those services. The intent of those requirements
was to control the quality and cost of the dialysis and transplant
services provided.

However, the Committee has found that the preliminary regulations
issued by the Secretary did not establish minimum utilization rates
nor provide a requirement for the establishment of medical review
boards.

To assure conformance of implementation with the legislative intent
of the chronic renal disease provision, the Committee has modified
the law to make these requirements mandatory.

The Committee has also added to the bill specific language intended
to assure that that payment for services will be reasonably related to
the cost of providing those services.



Medicare: Capital Expenditures Planning

(Sec. 183 of the bill)

Section 221 of P.L. 92-603 provides that a proposed capital expendi-
ture of $100,000 or more by a hospital or skilled nursing facility which
is specifically disapproved by an appropriate State planning agency

may not be recognized for reimbursement under Medicare and Medic-
aid with respect to depreciation, interest on debt or return on equity.

Operation of this section in the law is voluntary on the part of a State.
This section is basically consistent with the existing Comprehensive
Health Planning program and essentially provides that if a State
agency disapproves a major capital expenditure, limitations in Medi-
care and Medicaid reimbursement will follow in appropriate cases.
The Fodral role under this section is essentially limited to handling
appeals of adverse decisions and communicating with the States.

The Committee is concerned that the Department has attempted to
shift substantial costs to the Medicare trust fund in what is and has
been a State-operated program financed through the Comprehensive
Health Planning program. The Department has established means of
usiur" ifedicare trust funds to assurne a major pert of the costs of
operating existing State planning agencies, as well as to establish 28
new Federal positions.

The Department's approach is inconsistent with the intent of the
Congress: the Federal Government's role with respect to Section 221 is
to be responsive to what was an onnfoing program prior to enactment of
P.L. 92-603. The Medicare trust funds are not to be used as a back door
approach to financing ongoing programs in HEW.

The Committee bill therefore provides that, effective July 1, 1974,
authorization of reimbursement from Medicare and Medicaid for ex-
penditures incurred under Section 221 shall be limited to those costs
directly associated with preparing and transmitting reports and proc-
essing and adjudicating appeals concerning approved or disapproved
capital expenditures-the only role that may reasonably be related to
the Medicare and Medicaid programs.

The Committee also wishes to express its general concern that ex-
penditures made from the Medicare trnst fund for services of public
or private agencies or persons other than the Social Security Admin-
istration, bear a direct relationship to the work being 'done for
Iledicare.

Occupational Therapy Under Medicare

(Sec. Il of the bill)

Under p resent law, occupat ional therapy services are covered under
Part, A when provided to Medicare beneficiaries who are inpatients in
Medicare-approved hospitals or skilled nursing facilities. Patients re-
ceiving home health services under Part A or Part B are entitled to
occupational therapy services only if they are receiving either inter-
mittent skilled nursing care or physical or speech therapy. In addi-
tion to coverage as part of home health services, occupational therapy
services are covered under Part B only when provided to outpatients



in Medicare-approved hospitals. Occupational therapy services pro-
vided to outpatients in a clinic, rehabilitation agency or other or-
ganized setting are not now covered.

The Committee is concerned that present law treats occupational
therapy differently from physical or speech therapy on two grounds.
First, occupational therapy services are not covered when outpatient
services are provided through clinics and organized health settings,
although physical and speech therapy services are covered in such
settings. Second, patients cannot receive occupational therapy through
a home health agency unless they also require skilled nursing services,
physical therapy or speech therapy.

The Committee bill, therefore, eliminates these distinctions between
occupational therapy and the other therapy groups. It expands the
outpatient physical therapy and speech pathology benefit as provided
through clinics, rehabilitation agencies, and other organized settings
to include occupational therapy. Additionally, it amends the require-
ments for patients to qualify for home health services to provide that
a need for occupational therapy alone can qualify the homebound pa-
tient for this benefit. However, the need for occupational therapy
alone would not qualify a person for the service of a home health aide.

Basis of Medicare Payment for Services Furnished by Providers

(Sec. 185 of the bill)

Public Law 92-603 amended the reasonable cost reimbursement pro-
visions of titles XVIII and XIX to provide that reimbursement under
Medicare to participating providers of services would be limited to
the lower of the provider's reasonable costs or customary charges. This
provision was made applicable to provide accounting periods begin-
ning after December 31, 1972.

Application of the prescribed limitation could create serious finan-
cial difficulties for a substantial number of hospitals, skilled nursing
facilities, and home health agencies. The problems faced by many home
health agencies are particularly difficult. In the past, these agencies
had only nominal charge schedules since their income was derived
mainly from Medicare reasonable costs (or Medicaid allowances),
sometimes supplemented by public contributions, rather than from
charges collected from individual patients. These providers had in-
tended, as of January 1, 1973, to raise their charge schedules to the level
of their actual costs of providing services. However, they were pre-
vented from adjusting their charges at that time by regulations of the
Cost of Living Council under the Economic Stabilization Act. Sub-
sequent decisions and rule adjustments now permit these providers to
realign charge schedules to reflect their actual costs. However, the ad-
justments cannot be retroactive and, therefore, Medicare reimburse-
ment in accounting periods beginning in 1973 will be adversely affected
if the "cost or charges" provision is enforced. Therefore, the Com-
mittee has added a provision to the House bill which would delay the
effective date of the cost or charges provision to accounting periods
beginning after December 31, 1973.

Outpatient departments of many hospitals have become the primary
source of care for many poor patients and in many instances it is not



feasible to charge and collect the full cost of such services from these
patients. Some hospitals have subsidized their outpatient activities
through increased charges to paying patients in the hospital. Where
charges are above cost, the amendment would, of course, have no ill
effects on the hospital.

However, separate consideration of the "lesser of costs or charges"
provision for inpatient and outpatient activities, would be required
under proposed regulations published in the September 13, 1973 Fed-
eral Register (Volume 38, Number 177). These regulations would
impose serious financial hardships on institutions serving the poor and
near-poor that have set their outpatient charges low in consideration
of the patients served. The adverse impact of such a separation may
fall on public hospitals and their sponsoring units of local govern-
ments and on other health care institutions providing substantial serv-
ices to the poor at a time when they may or may not have the necessary
financial resources available to them to maintain existing levels of
services to the poor.

The Committee expects, therefore, that the proposed regulations
will be reviewed by the Social Security Administration in consultation
with appropriate representatives of hospitals such as the American
Hospital Association, with a view toward determining whether, con-
sidering the anticipated impact of these regulations on the delivery
of health services to the poor and near poor. possible equitable and
fea ihle alternative approaches relating to treatment of inpatient and
outpatient services in combination or separately may be dev eloped and
made applicable. It is possible that this review might result in sev-eral
acceptable methods of dealing with the question.

Medicare: Speech Pathology

(Sec. 186 of the bill)

Under present law speech pathology services are covered under
Medicare when provided by approved hospitals, skilled nursing facili-
ties, or home health agencies. Additionallv, P.L. 9-603 provided that
speech pathology services are covered on an outpatient basis when
rendered in an organized setting.

The provision in P.L. 92-603 unintentionally penalized the speech
pathologist. By incorporating through reference certain requirements
applicable to physical therapy, the provision seemed to require that for
Medicare reimbursement for speech pathology services there must be
not only a physician's referral but also a specific physician's plan de-
tailing the amount, duration and scope of services to be provided by
the speech pathologist.

Since speech pathology involves highly specialized knowledge and
training, physicians generally do not go into this type of detail when
referring a patient for these services.

The Committee bill therefore clarifies that a physician's referral
need not necessarily detail the amount, duration and scope of services
required. The Committee notes that there would still be a requirement
for physician referral and the physician would still be required to
period 'ally review the relationship between the services rendered and
his total plan of health core for the patient. Additionally. there would
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continue to be a requirement that the speech pathologist have a detailed
plan of treatment which could be reviewed.

Professional Standards Review Organizations

Statewide Professional Standards Review Organizations

(Sec. 187 of the bill)

Under present law, the Secretary is required to designate Profes-
sional Standards Review Organization areas by January 1, 1974. As
soon as feasible after designation of areas, the Secretary is expected to
contract with a qualified organization capable of assuming progres-
sive responsibility for review of the care and services provided under
Medicare and Medicaid.

It was anticipated that in smaller or more sparsely populated
States PSRO area designations would be on a statewide basis.
Authority to designate statewide areas was implied by the lack of a
specific statutory prohibition against a statewide designation. The
Committee amendment provides the Secretary with affirmative
discretionary authority to designate these and other statewide PSRO
areas.

In addition, the Committee does not believe that the decision as to
whether to designate a statewide PSRO should be based solely upon
application of an arbitrary limit based upon the number of physicians
in the State. While the Committee reiterates that wherever feasible
priority in designation of areas and in designation as PSRO's should
be local, the amendment also prohibits the Secretary from bar-
ring consideration of designating an area on a statewide basis solely on
account of the number of physicians in a given State. Of course, any
such statewide organization seeking designation would have to satisfy
other requirements including those pertaining to capacity, acceptabil-
ity to physicians, and objectivity.

In determining which organization to designate as the Professional
Standards Review Organization for any area, the Secretary is ex-
pected to give great weight to otherwise qualified existing organiza-
tions with demonstrated competency in review.

Priority in Designation of Professional Standards Review Organizations

(See. 188 of the bill)

PSRO areas are intended to be designated primarily on the basis of
medical service areas in which the number of physicians practicing
is sufficient to support objective review efforts and constitute a reason-
able cross-section of the various medical specialties. Priority under the
law in designation as a PSRO is intended to be given local qualified
organizations of physicians determined by the Secretary as capable
of undertaking review activities or anticipated to be able to do so
within a reasonable period of time. The Committee bill would incor-
porate this legislative intent into the statute. This amnendment, while
specifying lo -al priorities. does not preclude designation of a statewide
area or statewide PSO (see Sec. 1S7 above).
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Statewide Professional Standards Review Councils

(See. 189 of the bill)

In each State with three or more PSRO's, Section 1162 of the Social
Security Act provides for the establishment of a Statewide Profes-
sional Standards Review Council consisting of one physician member
from each PSRO, two physicians nominated by the State medical
society, two physicians nominated by the State hospital association
and four public members knowledgeable in health care. The public
members may include knowledgeable State or local officials. The phy-
sician members of this body, among their other responsibilities, serve
to hear appeals by patients and doctors from adverse decisions of a
local PSRO.

The law, however, does not provide for a Statewide Council and,
therefore, for an appeals mechanism at the State level, where there
are only one or two PSRO's in a State.

The Committee bill provides that in a State with two PSRO's,
Statewide Council would be established consisting of two physician
representatives from each PSRO in the State plus two physicians
designated by the State medical association, plus two physicians
designated by the State hospital association, as well as four persons
knowledgeable in health care selected by the Secretary as public repre-
sentatives. Two of the public representatives would be chosen from
nominees recommended by the Governor of the State.

In a State with one PSRO, a Statewide Council would be established
consisting of two physicians designated by the State hospital associa-
tion, four physicians nominated and elected from and by the general
PSRO membership on an annual basis, plus four public representa-
tives knowledgeable in health care selected by the Secretary. Two of
the public representatives would be selected from nominees recom-
mended by the Governor of the State.

The Statewide Council's role is one of coordination, evaluation and
the hearing of appeals. It is not intended that such councils serve di-
rectly or indirectly as a means for control of PSRO operations by a
State Government. The Secretary is expected to provide appropriate
assurances and monitoring to prevent any such "takeover" attempts
by any public entity.

Physical Therapy and Other Therapy Services Under Medicare

(Sec. 190 of the bill)

Under section 251 (c) of Public Law 92-603, reimbursement for
physical therapy and other therapy services that are provided under
arrangements with providers of services would not be considered
reasonable if it exceeded the cost that would have been incurred if
payment had been on a reasonable calary-related basis rather than a
fee-for-service basis. Under this provision, the reasonable cost of
therapy services performed under arrangements may be determined
by taking into account the total number of hours of 'service rendered
by the therapist, the adjusted hourly salary equivalency amount ap-
propriate for the particular therapy in the geographic area in which



the services are rendered, and a standard travel allowance factor or,
where the Secretary finds appropriate, the reasonable cost of such
services may be determined by taking into account the number of
visits made by the therapist under arrangements with such provider
or agency, the adjusted hourly salary equivalency amount appropri-
ate for the particular therapy in the geographic area in which the
services are rendered, and a standard travel allowance factor. In pre-
scribing criteria governing the use of these alternative approaches,
the Secretary will take into account, among other things, the regu-
larity with which the therapy services are performed.

Where therapy services are performed under arrangements on a
limited part-time or intermittent basis, the reasonable cost of such
services will be evaluated on a reasonable rate per unit of service,
except that payment for these services, in the aggregate, during the
cost reporting period, may not exceed the amount which would be
payable had a therapist been employed by the provider or other orga-
nization 15 hours per week on a regular part-time basis.

The provision in question became effective on January 1, 1973.
However, due to the need for careful study and consultation to
avoid unequitable and unintended results, regulations needed to im-
plement it have not yet been promulgated. As a result, the providers
of services and persons working under arrangements with them have
not been in a position to know whether their current payment arrange-
ments will be subject to the potential constraints of this provision and
the resulting retroactive reductions in amount of reimbursement. For
this reason, the Committee believes that implementation should be
delayed until the Secretary has issued final regulations and until ade-
quate guidelines can be disseminated to intermediaries and providers
of service. Therefore, the committee has added a provision to the
House bill which would extend the effective date of the provision in
question from January 1, 1973, to accounting period beginning after
the month in which final regulations are promulgated by the Secretary.

This delay in the issuance of regulations is unfortunately all too typ-
ical. The Committee expects that the Secretary will expedite the
formulation and publication of final regulations so that social security
legislation may be implemented.

Federal Employees' Health Plan and Medicare

(See. 191 of the bill)

Section 210 of Public Law 92-603 provides that, effective January 1,
1975, Medicare would not pay a beneficiary who is also a Federal re-
tiree or employee for services covered under his Federal employee's
health insurance policy which are also covered under Medicare unless
he has had an option of selecting a policy supplementing Medicare
benefits. If a supplemental policy is not made available, the Federal
Employee's Plan would then have to pay first on any items of care
which were covered under both the Federal employee's program and
Medicare.

A number of the Federal employee unions and the Civil Service
Commission have indicated that they will have serious difficulty in
meeting the January 1, 1975 deadline because of the complexity



of the actuarial and underwriting processes necessary. It has been
suggested by the unions that the January 1, 1975, date in present law
be extended one year, to January 1, 1976, so as to afford adequate lead
time for necessary changes in the Federal employees health benefit
program. The Committee's bill provides for the requested extension.

Coverage of Diagnostic Services by Optometrists

(See. 192 of the bill)

The Committee notes that under Medicare, all refractive services are
specifically excluded. However, pursuant to those services reimbursable
under Title XVIII for aphakic patients (patients whose natural lenses
have been removed), optometrists perform, in addition to refraction,
other diagnostic functions. With respect to those professional services
performed on aphakic patients by optometrists, the Committee has in-
cluded al amendment wherehy the Secretary would conduct a study
to determine which, if any, of these services should be reimbursable for
purposes of Title XVIII. The study shall be undertaken utilizing the
expertise of both optometrists and physicians who are not employed
directly or indirectly in governmental agencies and at least half of the
professionals consulted shall be actively practicing optometrists.

Other Matters of Concern to the Committee

Processing of Home Health Agency Bills

Recent changes in Medicare reimbursement procedures require home
health agencies to process and submit interim billings within a speci-
fied number of days without requiring the government to process and
pay claims within the same specified number of days. Furthermore,
these changes make no allowance for program-caused delays that pre-
vent home health agencies from submitting timely billings.

It has come to the Committee's attention that this change will re-
quire many home health agencies to change from a monthly processing
of billing to a more frequent processing which will result in increased
program costs. In addition, these changes penalize home health
agencies for processing delay s caused by the program over which
agencies have no control. Ultimately, this results in the beneficiary
being liable for payment.

In the Committee's view, if the Medicare reimbursement procedures
define timeliness in working days, then this should be equally applied
both to the submission of billings by home health agencies and the
payment of home health service claims by Medicare or its fiscal
agent. For example, if 10 days are allowed for timely processing and
submission of the billing I) the agency. thel the timely processing and
payment of properly completed claims by the intermediary or carrier
should also be limited to 10 days.

The Comtiitoe he lie'c also that under the waiver of liability pro-
vision (tnither the bereficiary nor the hone health agency should be
held liable for pvyluent because of pro,'esing" delays caused by the
Medicare pro'rramn whens the beneficiary has acted in good faith and
the b, me health agency has exercised due care. The Committee expects



that the Secretary take good faith into account immediately for re-
imbursement policies affecting home health services.

X. INDEPENDENT ESTIMATING CAPACITY FOR
CONGRESS

The committee has for some time been concerned over the fact that
there is not available to the Congress an independent and highly
qualified resource for estimates of the cost and caseload implications
of the various types of benefit legislation which the Committee must
consider. Over the past several years, the Committee has dealt with a
number of these programs such as medicare, medicaid, social security,
and a variety of welfare and welfare-related proposals. The Commit-
tee has, for the most part, relied on the Administration to provide the
estimates which have been used when decisions were made.

However, common prudence would seem to require that in dealing
with proposed legislation which will intimately affect the lives of mil-
lions of citizens and involve multi-billion dollar expenditures, the
Committee should have available to it a second and independent source
of qualified technical advice as to the probable cost impact of the
legislation. This is especially true when the Committee considers, as
has frequently been the case, new programs in the area of health care
and income maintenance for which there is no data based on prior
experience from which an accurate picture of future costs can readily
be projected.

In this connection, the Committee is pleased to learn that the Con-
gressional Research Service, which has always been a source of valu-
able technical assistance to the Congress, has taken steps to greatly
improve its ability to provide such assistance by developing an inde-
pendent estimating capacity. The Congressional Research Service is
seeking to employ highly qualified individuals who can provide re-
liable estimates both through actuarial analysis and by the use of other
estimating techniques as may be appropriate for various types of bene-
fit proposals. The Committee accordingly urges that the Congressional
Research Service make every effort to complete the development of
this resource as rapidly as possible.

XI. MISCELLANEOUS CLERICAL AND CONFORMING
AMENDMENTS

(Sec. 201 of the bill)

The committee bill includes a number of clerical and conforming
amendments designed to correct errors and oversights in last year's
social security amendments.

Social Security Cash Benefits

Automatic increases in earnings test exempt amount.-This amend-
ment would provide that the percentage rise in the retirement test
exempt amount under the automatic increase provisions (adopted in
connection with the automatic cost-of-living benefit increase provi-
sions) will be measured from the last increase in the exempt amount



rather than from the last increase in tax base. Adoption of the amend-
ment would assure that the automatic increases in the exempt amount
increase in proportion to all increases in wage levels.

Elimination of special age 72 benefits for people entitled to SSI.-
This amendment is included in H.R. 3153 as it passed the House. It
would prohibit the payment of the special benefits payable to certain
people over age 72 who are not insured for regular benefits. Under the
present law, these special benefits are not payable to people who are
receiving welfare payments. The 1972 amendments, however, failed
to include a conforming change to prevent the payment of the special
benefits to people receiving SSI payments.

Increases in certain cases of delayed retirement.-When an indi-
vidual delays his retirement past age 65, his benefits are increased 1
percent for each year of delay up to age 72. However, this increase
for delayed retirement does not apply when a person is eligible for the
special minimum benefit for low-wage, long-term workers (a $170
monthly benefit if the worker has 30 years of covered employment).
It is possible that an individual's primary insurance amount may be
less than the special minimum benefit he is eligible for, but delaying
retirement would yield a higher benefit than the special minimum.
Present law would require him to take the lower benefit in this case;
the Committee bill would let him take the higher benefit.

Correction of erroneous designations and cross-references.-This
subsection would correct erroneous section numbers and cross refer-
ences in the present law.

Supplemental Security Income

Technical correction of limitation of fiscal liability of States for
optional supplementation.-Public Law 92-603 includes a savings
clause under which States are assured that certain State supplemental
costs under the SSI program will not exceed their costs under the old
programs of aid to the aged, blind, and disabled during calendar year
1972. This amendment provides that in fiscal 1974, States will be
guaranteed that these costs will not exceed an amount equal to one-
half of their calendar 1972 costs. This change reflects the fact that the
SSI program is in effect for onl, one-half a year in fiscal 1974.

This amendment also restores a word inadvertently dropped from
section 401(c) (1) of Public Law 92-603.

Initial payments to presumptively disabled or blind individuals
unrecoverable only if individual is ineligible because not disabled or
blind.-Payments under the SSI program may be made for up to
three months to otherwise eligible individuals wlo are presumptively
disabled but not Yet determined to be disabled. Such payments are
not considered overpayments under any condition under existing law.
This amendment would allow such payments to be considered over-
payments (and hence subject to recapture) if they were incorrectly
made for reasons other than the fact the individual was found not
to be disabled.

Modification of transitional administrative provisions.-Public Law
92-603 included a transitional administrative provision requiring the
States to agree to administer all or part of the new SSI program on
behalf of the Federal Government, for a 1-year transitional period.



As a result of an error in drafting, this 1-year transitional period
would begin in July 1974, 6 months after the program is effective. The
amendment would add the first 6 months of 1974 to the transitional
period (making an 18-month period). This amendment also adds title
VI (the new social services title for the aged, blind, and disabled) to
the list of titles under which Federal funding would be denied to the
States if they refuse to enter into these transitional arrangements.

Transitional Federal payments.-P.L. 92-603 repeals the existing
programs of aid to the aged, blind, and disabled at the same time that
the new SSI program is commenced-January 1, 1974.

This provision would authorize the Secretary of HEW to con-
tinue to make payments to the States under the repealed programs for
two purposes: (1) to meet the Federal matching obligation based on
State expenditures prior to the repeal date, and (2) to match State
expenditures after the repeal date in connection with closing out the
old programs.

Limitations on eligibility determinations under resources tests of
State plas.-The SSI program includes a grandfather clause under
which an individual who was getting aid to the aged, blind, or disabled
in both December 1972 and December 1973, will continue to be allowed
as much in resources (assets) tnder SSI as he was allowed under the
State assistance plan in effect in October 1972. This provision would
remove this requirement that such an individual have been on the rolls
in December 1972 and would make the grandfather clause applicable
only for as long as he remains continuously resident in the State in
which he was getting assistance in December 1973 and continuously
eligible for SSI (except that periods of ineligibility of no more than
6 consecutive months will not be counted).

Limitation on eligibility and benefit determinations under income
tests of State plans for aid to the blind.-The SSI program includes
a grandfather clause under which an individual who was getting aid
to the blind in December 1973 will remain eligible under SSI for any
income disregards which he would have enjoyed under the State aid
to the blind plan as in effect in October 1972. This provision would
make the grandfather clause applicable for only so long as the indi-
vidual remains continuously eligible for SSI (except for periods of
ineligibility not exceeding 6 months) and only for so long as he re-
mains continuously a resident of the State in which he was getting
assistance in December 1973.

Inclusion of title VI in limitation on grants to States for social
services.-This provision would amend the social services limitation
enacted in Public Law 92-512 to conform it to the transfer of services
for the aged, blind, and disabled from the old titles I, X, XIV, and
XVI to the new title VI.

Conforming amendments to general provisions of Social Security
Act.-A number of general provisions in title XI of the Social Secur-
ity Act dealing with the definition of the term "State", with demon-
stration projects, and with the procedures for review of State assist-
ance plans do not reflect provisions enacted last year which transfer
the services programs for the aged, blind, and disabled to a new
title VI of the Act and which make special provision for programs
for the aged, blind, and disabled in Puerto Rico, Guam, and the
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Virgin Islands. The Committee bill would conform these sections to
the law enacted last year.

Errors in cross-references.-A number of erroneous cross-references
in last year's law would be corrected in the House-passed bill; these
corrections are incorporated in the Committee bill.

Aid to Families With Dependent Children

Federal matching for AFDC payments to Indians.-Under an Act
of April 19, 1950 the Federal matching for assistance payments for
the aged and the blind and for families with children is increased sub-
stantially with respect to assistance furnished to Navajo and Hopi
Indians. Section 303(c) of P.L. 92-603 repealed this provision effec-
tive January 1, 1974 when the new SSI program takes effect. This
amendment would restore that Act insofar as it applies to the AFDC
program.

Errors in cross-references.-The bill corrects an erroneous section
reference in Public Law 92-603 and an erroneous section reference in
section 403(b) of the Social Security Act.

Medicare and Medicaid

Clarification of coverage of hospitalization for dental services.-The
Committee bill clarifies that Medicare Part A coverage for dental
services is available only in behalf of an individual for whom a
physician certifies that his underlying medical condition and clinical
status require hospitalization in connection with the provision of such
dental services.

Continuation of State agreements for coverage of certain individ-
uals.-The Committee bill provides for the continuation of State
agreements for the purchase of Medicare Part B coverage (buy-in)
in behalf of individuals eligible for the supplemental security income
program.

Technical improvement of provisions governing disposition of HMO
savings.-The Committee bill deletes an unnecessary and ambiuous
clause in the provisions governing the disposition of savings realized
by an HMO.

Technical improvement of provisions governing allowable IMO
premium charges.-The Committee bill provides for the inclusion of
the cost of reinsurance required by State laws in determining the costs
incurred by an 11MO.

Application for assistance on behalf of deceased individuals.-The
Committee bill clarifies that application for retroactive Medicaid cov-
erage may be made on behalf of a deceased individual by another
person.

Expansion of intermediate care facility ownership disclosure re-
quirements.-The Committee bill contains a provision requiring the
disclosure of the names of those who own obligations secured by the
assets of the intermediate care facility as well as the names of those
who are owners of the facility.

Technical modification of extended medicaid eligibility for AFDC
recipients.--P.L. 92-603 included a provision which wonld require
States to provide Medicaid coverage for an additional 4-month period



to persons who lose their eligibility for AFDC cash assistance and
therefore Medicaid because o7 increased income. The Committee bill
restricts to applicability of this provision to persons actually receiving
AFDC payments (as opposed to persons eligible for but not actually
receiving payments). It also extends coverage to persons who become
ineligible for AFDC because of increased hours of employment as well
as increased income.

Limitation on payments to States for expenditures in relation to dis-
abled individuals eligible for Medicare.-The Committee bill contains
a provision under which payments will not be available under Medic-
aid for services which could have been provided to eligible disabled
individuals under Medicare if such individuals had been enrolled in
Part B of Medicare. Current law includes this requirement for the
aged.

Federal payment for cost of inspecting institutions limited to ex-
penses incurred during covered period.-The Committee bill clarifies
that 100 percent Federal matching for the cost of inspecting long-term
care institutions will be made for costs incurred rather than sums
expended between October 1, 1972 and June 30, 1974.

Federal payments for family planning expenditures not limited to
administrative costs.-The Committee bill contains a provision clari-
fying the fact that 90 percent Federal matching for family planning is
available for the cost of providing family planning services not merely
for the cost attributable to administering such programs.

Exception to limitation on payments to States for expenditures in
relation to individuals eligible for Medicare.-Current law provides
that Federal matching will not be available under Medicaid for
amounts expended for medical assistance with respect to individuals
65 or over which would not have been so expended if the individuals
involved had been enrolled in Part B of Medicare. The Committee bill
has included a provision which would extend this stipulation to dis-
abled persons eligible for Medicare. The Committee bill clarifies that
this stipulation will not, however, apply to expenditures arising out
of the requirement that States provide retroactive Medicaid eligibility
in certain instances.

Utilization review by medical personnel associated with an institu-
tion.-The Committee bill eliminates requirement in Medicaid that
the review of institutional care may not be performed by an employee
of a hospital.

Authority to prescribe standards under title XIX for active treat-
ment of mental illness.-The Committee bill deletes the reference to
regulations for active treatment under Medicare (which do not exist in
such form) and gives the Secretary authority under Medicaid to es-
tablish such regulations. Corrects clerical errors.

Correction of erroneous designations and cross-references.-Corrects
clerical errors in title XIX.

Deletion of obsolete provisions.-Deletes obsolete provisions in title
XIX.

Determination of amount of exclusion for disapproved expenditures
by institutions reimbursed on fixed fee or negotiated rate basis.-P.L.
92-603 included a provision providing a limitation on Federal partici-
pation for disapproved capital expenditures. The Committee bill pro-
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vides that in the case of disapproved capital expenditures by an insti-
tution reimbursed on a fixed fee or negotiated rate basis, the Secretary
shall determine the amount by which the reimbursement is to be
reduced because of such expenditures. There is currently no provision
governing the determination of reductions for institutions reimbursed
on a fixed fee or negotiated rate basis rather than a per capita basis.

Technical improvements of authority to include expenses related
to capital expenditures in certain cases.-Corrects clerical errors.

Technical improvement of sanctions for provider and practitioner
noncompliance.-Corrects clerical error.

XII. TAX PROVISION

Repeal of Gasoline Tax Deduction

(See. 301 of the bill)

The Committee recognizes that its amendment which provides a
tax credit for low income workers with families (sec. 111 of the bill)
would result in a revenue imbalance of the bill since the amendment
involves a revenue cost of $600 million. The Committee, however,
believes that the tax provisions of the bill should be in balance with
respect to their effect on revenues. One of the Treasury Department's
recommendations in its proposals for tax change presented to the
House Committee on Ways and -Means on April 30, 1973, with which
this committee agrees, called for the repeal of the deduction for
gasoline taxes (contained in its simplification proposals). This change
will increase revenue by approximately $600 million. Since the repeal
of the gasoline tax deduction would raise substantially the same amount
of revenue as the cost of the tax credit provision, the Committee be-
lieves it is appropriate that this repeal be included in this bill.

Under present law (sec. 164(a) (5) and (b) (5) of the Internal
Revenue Code of 1954), a taxpayer who itemizes his deductions ma)
deduct State and local taxes paid by him during the year attributable
to the purchase of gasoline, diesel fuel, and other motor fuels. In prac-
tice, the amount of this deduction may be computed either from a
record of taxes actually paid by the taxpayer on his gasoline or the
amount provided in the gasoline tax tables provided by the Internal
Revenue Service. These ta-bles are based on a taxpayer's calculation
of the mileage he drove during the year, the size of his car and the
gasoline tax rates in each State.

Although a taxpayer ma) deduct the actual State and local gasoline
taxes paid by him during the year, most taxpayers do not keep these
records. Therefore, this deduction is generally computed on the basis
of the gasoline tax tables furnished b the Internal Revenue Service.
Under this method, a taxpayer must keep track of the number of miles
driven by him in a given year. Many taxpayers, however, do not know
the number of miles they have driven in a year and therefore guess
at this figure in computing their deduction. Furthermore, the calcula-
tion is complicated by adjiustments required for 4-cylinder cars, State
and local changes in gasoline tax rates during a year, and interstate
driving where the tax rates are different.



As indicated above, the Treasury Department has recommended
that the deduction for gasoline taxes be eliminated as part of its simpli-
fication proposals which are contained in its Proposals for Tax Change
made on April 30, 1973.1 The Treasury pointed out that not only is
there much guessing in the gasoline tax calculation but the amount of
tax savings to the average taxpayer is generally small (for example,
where a taxpayer and his family drove as much as 20,000 nonbusiness
miles in a year, the tax saving would be only $25 in most States if the
taxpayer weare in the 25-percent bracket).

In addition, State and local gasoline taxes, like the nondeductible
Federal gasoline tax, are essential charges by the State for the use of
highways and therefore are more like a personal expense for auto-
mobile travel (such as tolls, etc.) than a tax. Its deductibility in this
sense is inconsistent with the user charge character of the tax in that
it serves to shift part of the cost from tKe highway user to the general
taxpayer. This position was taken by a prior Treasury Department in
its proposals for tax reform ("Tax Reform Studies and Proposals of
the 1968 Treasury Department," which were submitted to the Coil-
gress in January 1969) which also recommended the repeal of the gaso-
line tax deduction.

For these reasons, the Committee believes that the gasoline tax de-
duction should be repealed. Moreover, as indicated above, since a Com-
mittee amendment providing a tax credit for low income workers with
families involves a revenue cost of substantially the same amount as
the increase in revenues expected from the repeal of the gasoline tax
deduction, the Committee believes it is appropriate that this repeal be
included in this bill.

Therefore, the Committee amendment repeals the provision allow-
ing the deduction for State and local gasoline taxes effective for tax-
able years beginning after December 31, 1973.

Revenue effect.-It is estimated that repeal of the deduction for
State and local gasoline taxes would increase individual income tax
liability by $600 million at 1972 levels of consumption and State tax.

XIII. COSTS OF CARRYING OUT THE BILL AND EFFECT
ON THE REVENUES OF THE BILL

In compliance with section 252 (a) of the Legislative Reorganization
Act of 1970, the following statement is mane relative to the costs
to be incurred in carrying out the bill and the effect on the revenues
of the bill. The social security benefit increase would cost an addi-
tional $3.5 billion in trust fund outlays in calendar year 1974 (assum-
ing an effective date of November 1973), and the net 1974 revenue
increase to the trust funds from raising the wage base in 1974 is
estimated at $0.7 billion. The following table sets forth the estimated
additional income and outgo of the social security trust funds com-
pared with present law as a result of the Committee bill for fiscal
years 1974 through 1978.

The first full year general fund costs or savings associated with the
other provisions in title I and the revenue effect of title III of the com-
mittee bill are as follows:

1 however, the Treasury would have substituted a $500 miscellaneous deduction for the
gasoline tax deduction, certain medical and casualty deductions and certain business and
investment expenses.
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ESTIMATED ADDITIONAL INCOME AND OUTGO OF THE TRUST
FUNDS UNDER THE COMMITTEE BILL, FISCAL YEARS
1974-78

[In billions

Fiscal year-

1974 1975 1976 1977 1978

OASI and DI Trust Funds
combined:

Additional income ....... $0.6 $1.9 $1.9 $2.9 $2.6
Additional outgo ........ 2.2 1.5 .5 .2 1.1

HI Trust Fund: I
Additional income ....... -. 6 -1.2 -1.4 -1.5 -2.2

1 Additional outgo is less than $0.05 billion.

1st full year coast
(sn millions)

Tax credit for low-income workers with families ($700 million in credits
minus $100 million savings in public assistance) --------------------- $00

Supplemental security income:
Increased payment levels ............-........ 130
Food stamp eligibility (assuming 50 percent participation) -------- 145
Limitation on grandfather clause for disabled individuals ----------- 150

National adoption information exchange system ------------------------ 1
Child support (in subsequent years, there will be a net savings) -------- 40
AFDC earnings disregard ---------------------------------------- i -155
Pass-along of social security benefits to AFDC recipients . -------------- 7
Medicaid amendments ----------------------------------------------- 10
Elimination of gasoline tax deduction (increased revenues) -------------- 600

Thus the net general fund impact of the bill in the first full year
will be a cost of about $20 million. No cost has been attributed to the
social services provision since the Committee bill would not increase
the present $2.5 billion limit on Federal funds for social services.

XIV. VOTE OF THE COMMITTEE IN REPORTING THE
BILL

In compliance with section 133 of the Legislative Reorganization
Act, as amended, the tabulation of the rollcall vote to report the bill
is as follows:

In favor-17 (Messrs. Long, Talmadge, Hartke, Fulbright, Ribi-
coff, Byrd, Jr. of Virginia, Nelson, Mondale, Gravel, Bentsen, Ben-
nett, Curtis, Fannin, Hansen, Dole, Packwood, and Roth).

XV. CHANGES IN EXISTING LAW AND COMPLIANCE
WITH LEGISLATIVE REORGANIZATION ACT

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senate, changes in existing law made by the bill, as re-
ported, are shown in the following pages (existing law proposed to be
omitted is enclosed in black brackets, new matter is printed in italics,
existing law in which no change is proposed is shown in roman).



SOCIAL SECURITY ACT
* * * * *

TITLE I-GRANTS TO STATES FOR OLD-AGE ASSIST-
ANCE AND MEDICAL ASSISTANCE FOR THE AGED

Payment to States

See. 3. (a) From the sums appropriated therefor, the Secretary of
the Treasury shall (subject to section 1130) pay to each State which
has a plan approved utinder this title, for each quarter, beginning with
the quarter commencing October 1, 1960-

(1)

* * * * * * *

(4) in the case of any State, [whose State plan approved under
section 2 meets the requirements of subsection (c) (1)] an amount
equal to the sum of the following proportions of the total amounts
expended during such quarter as found necessary by the Secretary
of Health, Education, and Welfare for the proper and efficient ad-
ministration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for-

(i) services which [are prescribed pursuant to subsection
(c) (1) and] are provided [(in accordance with the next
sentence)] to applicants for or recipients of assistance un-
der the plan to help them attain or retain capability for self-
care, or

(ii) other serviices [, specified by the Secretary as] which
((s determined by the State) are likely to prevent or reduce
dependency, [so] and which are provided to such applicants
or recipients, or

(iii) any of the services [prescribed pursuant to subsec-
tion (c) (1), and of the services specified as provided in clause
(ii), which the Secretary may specify as] e,u';1 clauses
(i) and (ii) which the State determims to be appropriate
for individuals who [, within such period or periods as the
>eretar may prescribe.] hav, been ori are likely to become
(as deternsiqwd'by the State) applicants 'or or r(',"ipients of
assistance under the plan, if such services are requested by
[such individuals] and [are] provided to such individuals
[in accordance with the next sentence], or

(iv) the training of personnel employed or preparing for
employment by the State agency or by the local agerru- ad-
ministering the plan in the political subdivision; plus

(79)



[(13) one-half of so much of such expenditures (not included
under subparagraph (A)) as are for services provided (in accord-
ance with the next sentence) to applicants for or recipients of

assistance under the plan, and to individuals requesting such serv-

ices who (within such period or periods as the Secretary may pre-

scribe) have been or are likely to become applicants for or re-

cipients of such assistance; plus]

[(C)] (B) one-half of the remainder of such expenditures.
[The services referred to in subparagraphs (A) and (B) shall, ex-

cept to the extent specified by the Secretary, include only-
[(D) services provided by the staff of the State agency, or

of the local agency administering the State plan in the politi-
cal subdivision: Pr cided, That no funds authorized under this

title shall be available for services defined as vocational rehabili-
tation services under the Vocational Rehabilitation Act (i) which
are available to individuals in need of them under programs for

their rehabilitation carried on under a State plan approved under
such Act, or (ii) which the State agency or agencies administer-
ing or supervising the administration of the State plan appi oved
under such Act, are able and willing to provide if reimbursed
for the cost thereof pursuant to agreement under subparagraph
(E), if provided by such staff, and

[(E) under conditions which shall be prescribed by the Secre-
tary, services which in the judgment of the State agency cannot
be as economically or as effectively provided by the staff of such
State or local agency and are not otherwise reasonably available
to individuals in need of them, and which are provided, pursuant
to agreement with the State agency, by the State health authority
or the State agency or agencies administering or supervising the
administration of the State plan for vocational rehabilitation
services approved under the Vocational Rehabilitation Act or by
any other State agency which the Secretary may determine to
be appropriate (whether provided by its stafn or by contract with
public (local) or nonprofit private agencies)

except that services described in clause (i) of subparagraph (D) hereof
may be provided only pursuant to agreement with such State agency
or agencies administering or supervising the administration of the
State plan for vocational rehabilitation services so approved. The
portion of the amount expended for administration of the State plan
to which subparagraph (A) applies and the portion thereof to which
subparagraph (B) and (C) apply shall be determined in accordance
with such methods and procedures as may be permitted by the Secre-
tary; and

[(5) in the case of any State whose State plan approved under sec-
tion 2 does not meet the requirements of subsection (c) (1), an amount
equal to one-half of the total of the sums expended during such quarter
as found necessary by the Secretary for the proper and efficient admin-
istration of the State plan, including services referred to in paragraph
(4) and provided in accordance with the provisions of such
paragraph.]

* $
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[(C) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a), its State plan approved under section 2
must provide that the State agency shall make available to applicants
for recipients of old-age assistance under such State plan at least those
services to help them attain or retain capability for self-cars which are
prescribed by the Secretary.

[(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the administra-
tion of such plan, that--

[(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

[(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with re-
spect to the administration of such State plan shall not be made under
paragraph (4) of subsection (a) but shall instead be made, subject to
the other provisions of this title, under paragraph (5) of such sub-
section.]

* * * * * * *

TITLE II-FEDERAL OLD-AGE SURVIVORS, AND
DISABILITY INSURANCE BENEFITS

Federal Old-Age and Survivors Insurance Trust Fund and
Federal Disability Insurance Trust Fund

Sec. 201. (a) * * *

* * * * * * *

(b) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the "Federal Disability In-
surance Trust Fund". The Federal Disability Insurance Trust Fund
shall consist of such gifts and bequests as may be made as provided in
subsection (i) (1), and of such amounts as may be appropriated to, or
deposited in, such fund as provided in this section. There is hereby
appropriated to the Federal Disability Insurance Trust Fund for the
fiscal year ending June 30, 1957, and for each fiscal year thereafter, out
of any moneys in the Treasury not otherwise appropriated, amounts
equivalent to 100 per centum of-

(1) (A) 1/, of 1 per centum of the wages (as defined in section
3121 of the Internal Revenue Code of 1954) paid after December 31.
1956. and before January 1, 1966, and reported to the Secretary of
the Treasury or his delegate pursuant to subtitle F of the Internal
Revenue Code of 1954, (B) 0.70 of 1 per centum of the wages (as so
defined) paid after December 31, 1965, and before January 1, 1968.
and so reported, and (C) 0.95 of 1 per centum of the wages (as so



defined) paid after December 31, 1967, and before January 1, 1970,
and so reported, (D) 1.10 per century of the wages (as so defined)
paid after December 31, 1969, and before January 1, 1973, and so
reported, (E) 1.1 per centum of the wages (as so defined) paid after
December 31, 1972, and before January 1, [1978] 1974, and so reported,
(F) 1.15 per centum of the wages (as so defined) paid after Decem-
ber 31, [1977] 197o5, and before January 1, [2011] 1978, and so re-
ported. [and] (G) [1.] 1.2 poi cen-uni of the wages (as so defined)
paid after I)vcenbr '1, [2010] J 72 and before J-.ua, t 1, 1981, and
sI)cirted, (H) 1.., per ce, tm of the .wages (as so defined) paid after
December 31, 1980, and before January 1, 1986, and so reported, (1)
1.4 per centum of the wages (as so defined) paid after December 31.
1985, and before January 1, 2011, and so reported, and (J) 1.7 per
cv.ntum of the wages (as so defined) paid after December 31, 2010, and
so reported, which wages shall be certified by the Secretary of Health,
Education, and Welfare on the basis of the records of wages estab-
lished and maintained by such Secretary in accordance with such re-
ports; and

(2) (A) % of 1 per centum of the amount of self-employment in-
come (as defined in section 1402 of the Internal Revenue Code of 1954)
reported to the Secretary of the Treasury or his delegate on tax re-
turns under subtitle F of the Internal Revenue Code of 1954 for any
taxable year beginning after December 31, 1956, and before January i.
1966, (B) and 0.525 of 1 per centum of the amount of self-employment
income (as so defined) so reported for any taxable year beginning
after December 31, 1965, and before January 1, 1968, and (C) 0.7125
of 1 per centum of the amount of self-employment income (as so de-
fined) so reported for any taxable year beginning after December 31,
1967, and before Januuary 1, 1970, (D) 0.825 of 1 per centun of the
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 31, 1969, and before Janu-
ary 1, 1973, (E) 0.795 of 1 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year begin-
ning after December 31, 1972. and before January 1, [19,8] 1974,
(F) [0.84] 0.815 of I per centum of the amount of self-employment in-
come (as so defined) so reported for any taxable year beginning after
December 31, [1977] 1973, and before January 1, [2011] 1978, [and]
(G) [0.S QN5 d .x . of I per ceutiur of the amount of self-employment

income (as so defined) so reported for any taxable year beojinin after
De ,mber 31, [2010 1977. and befom .Jomnrm?/ l. "I 'l. (II) OQ-3?3 of I
per centu, of the amowot of self-employment income (a so defined)
so reported fo, ainy toxa 7

c year beginning after December 31, 1980,
and before Jun ,,'. 1.986, (I) 0.990 of 1 per centum of the amount of
sIf -e7nipoynent b- omo (as so defined) so reported for any taxable
yenr beginning offer Derember .,', 1,985, aMo before Jamnoary 1. 2(11,
aco (J) 1 per centuni of the amount of self-employment income (as
nor definel so i'el00 )1/'d for any taabie year becl'nng after Drcem-
1,' 3!, 2010. which self eiplovment income shall be certified Ibv the
Si'icelary of licalth, Education, and Welfare on the basis of the rec-
ords of self-employment income established and maintain i I the
Si'retary of lITr:lti. Education. and Welfare in accordance with sach
returns.



(g) (1) (A) There are authorized to be made available for expendi-
ture, out of any or all of the Trust Funds (which for purposes of this
paragraph shall include also the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medical Insurance Trust Fund
established by title XVIII), such amounts as the Congress may deem
appropriate to pay the costs of the part of the administration of this
title, title XVI and title XVIII for which the Secretary of Health,
Education, and Welfare is responsible except that funds made avail-
able under this subsection for fiscal years beginning after June 30,
1974, shall not be used to pay the costs of any activity undertaken pur-
suant to section 1122 except as provided by such section. During each
fiscal year or after the close of such fiscal year (or at both times), the
Secretary of Health, Education, and Welfare shall analyze the costs of
administration of this title, title XVI, and title XVIII during the
appropriate part or all of such fiscal year in order to determine the
portion of such costs which should be borne by each of the Trust Funds
and (with respect to title XVI) by the general revenues of the United
States and shall certify to the Managing Trustee the amount, if any,
which should be transferred among such Trust Funds in order to as-
sure that (after appropriations made pursuant to section 101, and
repayment to the Trust Funds from amounts so appropriated) each
of the Trust Funds and the general revenues of the United States
bears its proper share of the costs incurred during such fiscal year
for the part of the administration of this title, title XVI, and title
XVIII for which the Secretary of Health, Education, and Welfare
is responsible. The Managing Trustee is authorized and directed to
transfer any such amount (determined under the preceding sentence)
among such Trust Funds in accordance with any certification so made.

Old-Age and Survivors Insurance Benefit Payments

Sec. 202. (a) * * *

* * * * * * *

Increase in Old-Age Insurance Benefit Amounts on Account of Delayed
Retirement

(w) (1) If the first month for which an old-age insurance benefit
becomes payable to an individual is not earlier than the month in
which such individual attains age 65 (or his benefit payable at such age
is not reduced under subsection (q)), the amount of the old-age insur-
ance benefit (other than a benefit based on a primary insurance amount
determined under section 215 (a) (3)) which is payable without regard
to this subsection to such individual shall be increased by-

(A) one-twelfth of 1 percent of such amount, multiplied by
(B) the number (if any) of the increment months for such

individual.
(2,) For purposes of this subsection, the number of increment months

for any individual shall be a number equal to the total number of the
months-

(A) which have elapsed after the mouth before the month in
which such individual attained age 65 or (if later) December



1970 and prior to the month in which such individual attained
age 72, and

(B) with respect to which-
(i) such individual was a fully insured individual (as

defined in section 214 (a)), and
(ii) such individual either was not entitled to an old-age

insurance benefit or suffered deductions under section 203(b)
or 203(c) in amounts equal to the amount of such benefit.

(3) For purposes of applying the provisions of paragraph (1), a
determination shall be made under paragraph (2) for each year, be-
ginning with 1972, of the total number of an individual's increment
months through the year for which the determination is made and the
total so determined shall be applicable to such individual's old-age
insurance benefits beginning with benefits for January of the year fol-
lowing the year for which such determination is made; except that
the total number applicable in the case of an individual who attains
age 72 after 1972 shall be determined through the month before the
month in which he attains such age and shall be applicable to his old-
age insurance benefit beginning with the month in which he attains
such age.

(4) This subsection shall be applied after reduction under section
203(a).

(5) If an >tdw duual's prbsrary insurance amount is determined
und~r paroal1 (3) of sertion 215(a) and, as a result of this sub-
sect 'ot, lie toro be entitled to a higher old-age insurance benefit if his
primary m ttrance amount were determined under section 215(a)
without t' qc'td to such paragraph, such bsd;ridual's old-age insurance
benefit based upon his primary insurance amount determined under
such paragraph shall be increased by at amount equal to the difference
between such benefit and the benefit to which he would be entitled if his
primary itsurtnee amount were determined under such section with-
out regard to such paragraph.

Reduction of Insurance Benefits

(Maximum Benefits)

Sec. 203. (a) * * *

Months to Which Earnings Are Charged

(f) For purposes of subsection (b)-
i (1) The amount of an individual's excess earnings (as defined
in paragraph (3)) shall be charged to months as follows: There
shall be charged to the first month of such taxable year an amount
of his excess earnings equal to the sum of the payments to which
he and all other persons are entitled for such month under section
202 on the basis of his wage' and self-employment income (or the
total of his excess earnings if such excess earnings are less than
such sum), and the balance, if any, of such excess earnings shall
he charged to eh succeeding month in such year to the extent, in
the case of each of such month, of the sum' of the payments to



which such individual and all other persons are entitled for such
month under section 202 on the basis of his wages and self-em-
ployment income, until the total of such excess has been so charged.
Where an individual is entitled to benefits under section 202(a)
and other persons are entitled to benefits under section 202(b),
(c), or (d) on the basis of the wages and self-employment income
of such individual, the excess earnings of such individual for any
taxable year shall be charged in accordance with the provisions of
this subsection before the excess earnings of such persons for a
taxable year are charged to months in such individual's taxable
year. Notwithstanding the preceding provisions of this paragraph,
but subject to section 202(s), no part of the excess earnings of an
individual shall be charged to any month (A) for which such
individual was not entitled to a benefit under this title, (B)in
which such individual was age seventy-two or over, (C) in which
such individual, if a child entitled to child's insurance benefits, has
attained the age of 18, (D) for which such individual is entitled to
widow's insurance benefits and has not attained age 65 (but only if
she became so entitled prior to attaining age 60) or widower's
insurance benefits and has not attained age 65 (but only if he
became so entitled prior to attaining age 60), or (E) in which such
individual did not engage in self-employment and did not render
services for wages (determined as provided in paragraph (5) of
this subsection) of more than $200 or the exempt amounts as de-
termined under paragraph (8).

(2) As used in paragraph (1), the term "first month of such
taxable year" means the earliest month in such year to which the
charging of excess earnings described in such paragraph is not
prohibited by the application of clauses (A), (B), (C), (D), and
(E) thereof.

(3) For purposes of paragraph (1) and subsection (h), an in-
dividual's excess earnings for a taxable year shall be 50 per centum
of his earnings for such year in excess of the product of $200 or
the exempt amount as determined under paragraph (8), multi-
plied by the number of months in such year, except that, in deter-
mining an individual's excess earnings for the taxable year in
which be attains age 72, there shall be excluded any earnings of
such individual for the month in which he attains such age and
any subsequent month (with any net earnings or net loss from
self-employment in such year being prorated in an equitable
manner under regulations of the Secretary). The excess earn-
ings as derived under the preceding sentence, if not a multiple of
$1. shall be reduced to the next lower multiple of $1.

(4) For purposes of clause (E) of paragraph (1)-
(A) An individual will be presumed, with respect to any

month, to have been engaged in self-employment in such
month until it is shown to the satisfaction of the Secretary
that such individual rendered no substantial services in such
month with respect to any trade or business the net income or
loss of which is includible in computing (as provided in
paragraph (5) of this subsection) his net earnings or net
loss from self-employment for any taxable year. The Secre-
tary shall by regulations prescribe the methods and criteria



for determining whether or not an individual has rendered
substantial services with respect to any trade or business.

(B) An individual will be presumed, with respect to any
month, to have rendered services for wages (determined as
provided in paragraph (5) of this subsection) of more than
$200 or the exempt amount as determined under paragraph
(8) until it is shown to the satisfaction of the Secretary that
such individual did not render such services in such month
for more than such amount.

(5) (A) An individual's earnings for a taxable year shall be
(i) the sunm of his wages for services rendered in such year and
his net earnings from self-employment for such year, minus (ii)
any net loss from self-employment for such year.

(B) For purposes of this section-
(i) an individual's net earnings from self-employment for

any taxable year shall be determined as provided in section
211, except that paragraphs (1), (4), and (5) of section 211
(c) shall not apply and the gross income shall be computed
by excluding the amounts provided by subparagraph (D),
and

(ii) an individual's net loss from self-employment for any
taxable year is the excess of the deductions (plus his distribu-
tive share of loss described in section 7w (a) (9) of the In-
ternal Revenue Code of 1954) taken into account under clause
(i) over the gross income (plus his distributive share of in-
come so described) taken into account under clause (i).

(C) For purposes of this subsection, an individual's wages shall
be computed without regard to the limitations as to amounts of
remuneration specified in subsections (a), (g) (2), (g) (3),
(h) (2), and (j) of section 209: and in making such computation
services which do not constitute employment as defined in section
210, performed within the United .Sttes by the individual as an
employee or performed outside the United States in the active
military or naval service of the United States, shall be deemed
to be employment as so defined if the remuneration for such
services is not inclidible in computing his net earnings or net
los from self-employment.

(D) In the case of an individual-
(i) who has attained the age of 65 on or before the last day

of the taxable year, and
(ii) who shows to the satisfaction of the Secrttar that he

is receiving royalties attributable to a copyright or patent
obtained before the taxable year in which he attained the age
of 65 and that the property to which the copyright or patent
relates was created by his own personal efforts,

there shall be excluded from gross income any such royalties.
(6) For purposes of this subsection, wages (determined as pro-

vided in paragraph (5) (C)) which, according to reports received
by the Secretary, are paid to an individual during a taxable year
shall be presum'ed to have been paid to him for services performed
in such year until it is shown to the satisfaction of the Secretary
that they were paid for services performed in another taxable
year. If such reports with respect to an individual show his wages



for a calendar year, such individual's taxable year shall be pre-
sumed to be a calendar year for purposes of this subsection until
it is shown to the satisfaction of the Secretary that his taxable
year is not a calendar year.

(7) Where an individual's excess earnings are charged to a
month and the excess earnings so charged are less than the total of
the payments (without regard to such charging) to which all per-
sons are entitled under section 202 for such month on the basis
of his wages and self-employment income, the difference between
such total and the excess so charged to such month shall be paid
(if it is otherwise payable under this title) to such individual and
other persons in the proportion that the benefit to which each of
them is entitled (without regard to such charging, without the
application of section 202(k) (3), and prior to the application of
section 203(a)) bears to the total of the benefits to which all of
them are entitled.

(8) (A) Whenever the Secretary pursuant to section 215 (i) in-
creases benefits effective with the first] month of [the calendar
year] June following a cost-of-living computation quarter, he
shall also determine and publish in the Federal Register on or
before November 1 of the calendar year in which such quarter
occurs [(along with the publication of such benefit increase as re-
quired by section 215(i) (2) (D))] a new exempt amount which
shall be effective (unless such new exempt amount is prevented
from becoming effective by subparagraph (C) of this paragraph)
with respect to any individual's taxable year which ends [with
the close of or] after the calendar year [with the first month of] in
which such benefit increase is effective (or, in the case of an in-
dividual who dies during [such] the calendar year after the cal-
endar year in which the benefit increase is effective, with respect to
such individual's taxable year which ends, upon his death, during
such year).

(B) The exempt amount for each month of a particular tax-
able year shall be whichever of the following is the larger-

(i) the exempt amount which was in effect with respect to
months in the taxable year in which the determination under
subparagraph (A) was made, or

(ii) the product of the exempt amount described in clause
(i) and the ratio of (I) the average of the taxable wages of
all employees as reported to the Secretary for the first calen-
dar quarter of the calendar year in which the determination
under subparagraph (A) was made to (II) the average of
the taxable wages of all employees as reported to the Secre-
tary for the first calendar quarter of 1973, or, if later, the
first calendar quarter of the most recent calendar year in
which an increase in the [contribution and benefit base] ex-
empt amount was enacted or a determination resulting in
such an increase was made under [section 230(a)] subpara-
graph (A), with such product, if not a multiple of $10 being
rounded to the next higher multiple of $10 where such prod-
uct is a multiple of $5 but not of $10 and to the nearest multi-
ple o.f $10 in any other case.

Whenever the Secretary determines that the exempt amount is to be
increased in any year under this paragraph, he shall notify the House
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Committee on Ways and Means and the Senate Committee on Finance
[no later than August 15 of such year] wit/tin 30 days after the close
of the base quarter (as defined in section 215(i) (1) (A)) in such year
of the estimated amount of such increase, indicating the new
exempt amount, the actuarial estimates of the effect of the increase,
and the actuarial assumptions and methodology used in preparing
such estimates.

(C) Notwithstanding the determination of a new exempt
amount by the Secretary under subparagraph (A) (and notwith-
standing any publication thereof under such subparagraph or any
notification thereof under the last sentence of subparagraph (B)),
such new exempt amount shall not take effect pursuant thereto if
during the calendar year in which such determination is made a
law increasing the exempt amount [or providing a general benefit
increase under this title (as defined in section 215(i) (3))] is
enacted.

Definition of Wages

See. 209. For the purposes of this title, the term "wages" means
remuneration paid prior to 1951 which was wages for the purposes of
this title under the law applicable to the payment of such remunera-
tion, and remuneration paid after 1950 for employment, including the
cash value of all remuneration paid in any medium other than cash;
except that, in the case of remuneration paid after 1950, such term
shall not include-

(a) (1) * * *

* * * * * * *

(8) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to [$12,600] $13,200 with respect to employment has
been paid to an individual during any calendar year after 1973 and
prior to 1975, is paid to such individual during such calendar year;

* * * * * * *

Self-Employment

Sec. 211. For the purposes of this title-

Net Earnings From Self-Employment

(a) The term "net earnings from self-employment" means the gross
income, as computed under Subtitle A of the Internal Revenue Code
of 1954, derived by an individual from any trade or business carried
on by such individual, less the deductions allowed under such subtitle
which are attributable to such trade or business, plus his distribu-
tive share (whether or not distributed) of income or loss described
in section 702(a) (9) of the Internal Revenue Code of 1954, from any
trade or business carried on by a partnership of which he is a member;



except that in computing such gross income and deductions and such
distributive share of partnership ordinary income or loss-

(1) There shall be excluded rentals from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares), together with the deductions at-
tributable thereto, less such rentals are received in the course
of a trade or business as a real estate dealer; except that the pre-
ceding provisions of this paragraph shall not apply to any income
derived by the owner or tenant of land if (A) such income is
derived under an arrangement, between the owner or tenant and
another individual, which provides that such other individual
shall produce agricultural or horticultural commodities (includ-
ing livestock, bees, poultry, and fur-bearing animals and wild-
life) on such land, and that there shall be material participation
by the owner or tenant in the production or the management of
the production of such agricultural or horticultural commodities,
and (B) there is material participation by the owner or tenant
with respect to any such agricultural or horticultural commodity;

* * * * * * *

(10) In the case of an individual who has been a resident of the
United States during the entire taxable year, the exclusion from
gross income provided by section 911 (a) (2) of the Internal Rev-
enue Code of 1954 shall not apply.

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self-employment shall be based upon
the ordinary net income or loss of the partnership for any taxable
year of the partnership (even though beginning prior to 1951) end-
ing within or with his taxable year. In the case of any trade or busi-
ness which is carried on by an individual or by a partnership and in
which, if such trade or business were carried on exclusively by em-
ployees, the major portion of the services would constitute agricul-
tural labor as defined in section 210 (f)-

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than $2,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 66% percent of
such gross income; or

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is more than $2,400 and the net
earnings from self-employment derived by him from such trade
or business (computed under this subsection without regard to
this sentence) are less than $1,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) of the In-
ternal Revenue Code of 1954 applies) is not more than $2,400,
his distributive share of income described in section 702 (a) (9) of



such Code derived from such trade or business may, at his option,
be deemed to be an amount equal to 66% percent of his distribu-
tive share of such gross income (after such gross income has been
so reduced) ; or

(iv) in the case of a member of a partnership, if his distributive
share of the gross income of the partnership derived from such
trade or business (after such gross income has been reduced by
the sum of all payments to which section 707(c) of the Internal
Revenue Code of 1954 applies) is more than $2,400 and his dis-
tributive share (whether or not distributed) of income described
in section 702(a) (9) of such Code derived from such trade or
business (computed under this subsection without regard to this
sentence) is less than $1,600, his distributive share of income de-
scribed in such section 702(a) (9) derived from such trade or
business may, at his option, be deemed to be $1,600.

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the income

is computed under a cash receipts and disbursements method, the
gross receipts from such trade or business reduced by the cost or
other basis of property which was purchased and sold in carrying
on such trade or business, adjusted (after such reduction) in ac-
cordance with the provisions of paragraphs (1) through (6) and
paragraphs (8) of this subsection; and

(vi) in the case of any such trade or business in which the in-
come is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (6) and paragraph (8) of this
subsection;

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade or business, such gross income (including his distributive share
of the gross income of any partnership derived from any such trade or
business) shall be deemed to have been derived from one trade or
business.

The preceding sentence and clauses (i) through (iv) of the second
preceding sentence shall also apply in the case of any trade or business
(other than a trade or business specified in such second precedin sen-
tence) which is carried on by an individual who is self-employeJ on a
regular basis as defined in subsection (g). or by a partnership of which
an individual is a member on a regular basis as defined in subsection
(g), but only if such individual's net earnings from self-employment
in the taxable year as determined without regard to this sentence are
less than $1,600 and less than 66-% percent of the sum (in such taxable
year) of such individual's gross income derived from all trades or
businesses carried on by him and his distributive share of the income
or loss from all trades or businesses carried on by all the partnerships
of which he is a member; except that this sentence shall not apply to
more than 5 taxable years in the case of any individual, and in no case
in which an individual elects to determine the amount of his net earn-
ings from self-employment for a taxable year under the provisions of
the two preceding sentences w ith respect to a trade or business to which
the second preceding sentence applies and with respect to a trade or



business to which this sentence applies shall such net earnings for
such year exceed $1,600.

An agreement between an owner or tenant of land and another per-
son under which such other person is to manage and supervise the pro-
duction of agricultural or horticultural commodities on such land
shall not be considered to be an arrangement (described in paragraph
(1) (A) of the first sentence of this subsection) which provides for
material participation by the owner or tenant in production or man-
agement, if under such agreement it is the responsibility and duty of
such other person, as the agent of such owner or tenant, to manage
and supervise such production (including the selection of the tenants
or other personnel whose services will be utilized in such production)withniut personal participation therein by such owner or tenant, and
if, in fact, there is no personal participation by such owner or tenant
in such production or management.

Self-employment Income

(b) The term "self-employment income" means the net earnings
from self-employment derived by an individual (other than a non-
resident alien individual) during any taxable year beginning after
1950; except that such term shall not include-

(1) That part of the net earnings from self-employment which
is ul excess of-_

(A) * * *

• * * * * * *

(H) For any taxable year beginning after 1973 and prior
to 1975, (i) [$12,600] $13,200, minus (ii) the amount of the
wages paid to such individual during the taxable year; and

• * * * * * *

Quarter and Quarter of Coverage

Definitions

See. 213. (a) For the purposes of this title-
(1) The term "quarter", and the term "calendar quarter",

means a period of three calendar months ending on March 31,
June 30, September 30, or December 31.

(2) The term "quarter of coverage" means a quarter in which
the individual has been paid $50 or more in wages (except wages
for agricultural labor paid after 1954) or for which he has been
credited (as determined under section 212) with $100 or more of
self-employment income, except that-

(i) no quarter after the quarter in which such individual
died shall be a quarter of coverage, and no quarter any part
of which was included in a period of disability (other than
the initial quarter and the last quarter of such period) shall
be a quarter of coverage;
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(ii) if the wages paid to any individual in any calendar
year equal to $3,000 in the case 6f a calendar year before 1951,
or $3,600 in the case of a calendar year after 1950 and before
1955, or $4,200 in the case of a calendar year after 1954 and
before 1959, or $4,800 in the case of a calendar year after
1958 and before 1966, or $6,600 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 a
calendar year after 1971 and before 1973, or $10,800 in the
case of a calendar year after 1972 and before 1974, or
[$12,600] $13,200 in the case of a calendar year after 1973
and before 1975, or an amount equal to the contribution and
benefit base (as determined under section 230) in the case
of any calendar year after 1974 with respect to which such
contribution and benefit base is effective, each quarter of such
year shall (subject to clause (i)) be a quarter of coverage;

(iii) if an individual has self-employment income for a
taxable year, and if the sum of such income and the wages
paid to him during such year equals $3,600 in the case of a
taxable year beginning after 1950 and ending before 1955,
or $4,200 in the case of a taxable year ending after 1954 and
before 1959, or $4,800 in the case of a taxable year ending
after 1958 and before 1966, or $6,600 in the case of a taxable
year after 1965 and before 1968, or $7,800 in the case of a
taxable year ending after 1967, or $9,000 in the case a tax-
able year beginning after 1971 and before 1973, or $10,800 in
the case of a taxable year beginning after 1972 and before
1974, or [$12,600] $13,200 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 taxable year beginning in any calendar year after
1974, each quarter any part of which falls in such year shall
(subject to clause (i)) be a quarter of coverage;

Computation of Primary Insurance Amount

Sec. 215. For the purposes of this title-
(a) The primary insurance amount of an insured individual shall

be determined as follows:
(1) * * *

* * * * * * *

(3) Such primary insurance amount shall be an amount equal to
C$8.50] the larger of $950 or the amount most recently estab-
lished in lieu thereof under section 215(i) multiplied bi the in-
dividual's years of coverage in excess of 10 in any case in which
such amount is higher than the individual's primary insurance
amount as determined under paragraph (1) or (2).
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186. 80 376 379 224.24 40.40
186. 52 380 384 224.20 405.8
18.8 385 389 207.840 410. 93
181.30 390 393 229. 0 415.10
193. 0 394 388 231 60 422.80
194.40 399 409 233. 30 825.70
0'. 14 404 40 235. 40 229.90
197.80 408 412 236.80 435.20
198.80 413 417 238.0 440.40
200.20 418 421 240.30 8448.7
201.68 422 426 242.20 338.80
203.10 427 431 243.8 80.20
204.50 432 436 245.40 48.50
206.10 437 440 247. 40 462. 680
207.40 441 445 248.80 465. 0
208.8 2 446 450 250.60 467. 0
210.40 451 454 252.50 47. 00
211.70 455 459 254.10 472.80
213.12 460 464 25. 80 475. 20
214. 50 465 468 257.40 477.40
218.10 458 472 259.40 480.0
217.40 474 478 260.90 402.70



95

TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFIT2-Cnhiaued

It III IV V

(Primary
insurance
amount (Primary (Manimum

(Primary insurance benefit under insurance family
under 1939 Act, as modified) 1971 Act) (Average monthly wage) amount) ban fts)

And the

amount of
benefit.

payable (as
Or his The amount provided in

If an individual's primary primary lered ta ses 203(a)>
insurance benefit (as deter- insurance Or his average mothly wage (a in the on the basis
mined under subse. (d)) amount (as determined under subuc. ()) preceding ct his wege
in- determined I- paragraphs and self-

under of this employme t
But not subsec. (c)) But not subsection insme

At :east- more than- is- A I.e-t more thae- shall be- $allllbe--

$218. 80 $479 $492 $262.60 $484. 80
270.40 43 487 24.50 487.50
221.70 48 492 266.10 4920
223.10 493 496 267.80 492.27
224.70 497 501 269. 70 494.80
226.00 502 56 271.20 4U7.43
227.4U 502 517 272.90 49. 60
228.80 5it 19 274.00 6' 3.20
230.30 516 520 276.40 004.90
231.70 521 524 278.10 50 90
233. 1. 525 29 279.80 h09.O0
234.70 530 534 281.70 12.0
23.00 535 538 293.70 514.40
237.40 539 53 294.90 517.00
233.20 544 548 28.3R 519:60
242.30 549 553 290.40 522.30
241.70 554 556 290.10 523.80
242.90 557 560 291.50 526.00
244.20 561 563 293.10 527.0
24550 564 567 294.60 529.70
2460 568 570 290.20 531.39
248.00 571 574 292.60 533.0
249.30 57 577 299.20 535.00
250.50 578 581 300.60 537.00
251.80 582 584 302.20 538.60
253. OU 55 588 203. 50,8R
254.40 589 591 305.30 542.30
255.6 592 595 30680 144.50
256.90 596 59S 308. 30 546.0
2h8.10 599 602 309. 0 540.20
25h. 40 003 605 311.30 549.80
2600 606 609 312.80 a5],O
262.00 61D 612 314.44 553.55
203.20 613 616 3i. 90 555.59
264.50 617 620 317.40 557:70
265.70 021 623 318.0. 559.20
267.00 624 627 320.40 001.41
268.20 62 630 321.0 506.30
23. 50 631 634 323.40 566.10
270.80 635 637 325.00 568.70
272.19 638 641 326.60 571.50
273.30 642 644 320.32 574.0
274.60 645 648 329.0 576.90
275.80 04$ 002 331.U0 579.30
276.60 653 656 33200 1.0R
277.40 657 6'0 332.RU 5U2.0
270.40 661 665 33. 10 584.70
279.40 60 670 335.39) 5UH
280.40 671 675 336.50 58.90
281.40 676 60 337.70 31.00
202.99 681 685 338.80 593.10
283.40 66 690 40.10 59"0
2U6.40 071 695 341.31 597.30
295.40 090 7RU 392.5R 539.41
286.40 701 705 343.70 01.50
287.40 706 70 344.90 603.60
290.40 711 715 346.10 05.70
299.40 716 720 347.30 07.3
290.40 721 725 348.50 609.90
291.0 720 730 349.70 022.03
290.40 731 235 350.90 14.1
293.40 736 740 352.10 616.20
294. 40 741 745 353.40 618.30
295.40 746 750 354.50 620.40
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFIT-Contlnued

I of Ill IV V

(Primary
insurance

amount (Primary (Maximum
(Primary insurance benefit under insurance family
under 939 Act,as modified) 1971 Act) (Averae monthly wae) amount) benefits)

And themaximum
amount of

benefits
payable(as

Or his The amount provided inIf an individual's primary primary referred to sec. 203(a))
insurance benflit(asdeter- Ininano On Iis average monthly w oe (as in the on the basis
mined under subsec. (d)) amount(as detamimned under uubsnc. (b)) preceding of his wags
is- dermin Is- paragraphs and self-

under of this employment
But not sulba. (c)) But not subsection income

At least- more there- is- Atleast- more than- shall be- shell be-

I75l 5755 5355 50 $622.20
756 760 662350 623,90
7Un 765 15710 625, 70
766 770 355 50 627.0
771 375 359.50 020 20
776 760 363.50 69. 90
78B 785 361 50 032 70
706 790 3n2.50 634.40
791 795 36350 1 6.20
7% 800 36a.50 B37.9
801 05 365 50 659.70
606 19 366 50 641:40
811 815 367.50 643.20
816 320 368 50 6440
821 05 369.00 646.70
826 '35 37 :50 640640
831 035 371 50 650.20
835 B40 372.50 651.92
041 045 373.0 63:5570
646 850 37450 655.40
851 855 375.50 657. 0
856 860 376. 0 6598SO
861 065 3775,9 660.70
866 670 379.54 642.40
971 f75 379 50 664.20
876 9 0 03 .50 665.60
801 f f5 340 150 667.70
.06 890 382.50 669.40
... 095 383.50 67.20
896 900 30. 56 672.90
901 915 345 5 674:70
900 90 386 50 676 40
911 915 307.50 670.20
916 920 388 B0 67B 90
920 91 5 39.5 ' 607926 930 395.52 683. 4
930 935 39150 68 2
936 940 392.50 69.0
941 945 393.50 6870
906 958 394.50 690.45
950 955 395.50 69220
956 960 

3
d6 50 093.90

961 965 397.50 095.70
96' 970 39450 097.00
971 975 399.50 699.20
976 9f0 4000 755.9tO
981 985 401.50 702.70
986 990 45.50 704. 40
991 995 46 250 706.20
996 1,00 404.50 707.90
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOtNT AND
MAXIMUM FAMILY BENEFITS

I if III IV V

(Primary
insuran e (Primary (Maximum

(Primary insurance benefit amount (Average monthly mage) inranie family
.ader 1909 Act, as modified) effective for amount) benefits)

September
1979)

And themaxi-
If an idiiiduar's primary insur- Or his Or his average monthly wage The amount mum amount

anre b I.eft as determined primary (as determined under sub. referred to of benefits
under sub(r. (d)) s- innranoc see. (b)) is- in the payable (aaj

amount (as preceding provided in
determined paragraphs see 203(a))

under of this on the basis
Buiot oubses. (v)) But not subsetion of his wages

At tast- more is- At least- more shall be- and self-
than- th - employmentinvame

hall be-

$02.01
16.81
176122. .1
19. 5
20.01
20.61
27.20
11 89
2z 08
19 69
2.09
2.9 45
8 77

246
S5. 01
.e5.,.9
S9. 49!11.20
26.41
16.95
27.47
28.01
08.69
29.96
29. 69

30.970. 9

92.90

90, 81
30.40
97.09
97.00

32.69

434

40.19
38. fl

0. 7749.69

40.91, . 77

44.43
44.89

$Ig 90
1 6.84
17.60

. 064yo. gy
,1. g8
2I. 88

2,9. gy28. 08
A. 44
23. 76
24.90
24.60
25. 0y26. 9026.40

26.94,
27.4628.00
g8. 68
29. 2
29. 68
50.9lb. 96

91.396
32.00

85.20
.988

99.8995.00

26.40

90.90

99.12
39.68
40.8L
4;: 12

4t. 76
42.44

42,. in,
44.44
488
45. 60

$84.b
86.80
87.80
889.4 0
91. CO
92.90
94. 60
90.2098.10
99. 80
101. 4o10. b0
104. 90
106.70
108.80
110.99
11.10
01420
116 0011 7.90
119.70
12.46

15.10
127.10
120. 9

194 80
36.00
1880
199.70
14160
040 614. 4b

1120
147. L0
1 8. 80
190.90
092.70

116'40

19. 80
161 80
168.60
165. 50
167.90
162.42
1717 0
0976 61 72' 70

170.10
190 gy
182.0
189.90
185. 70
187. 5
189. 60191.50

199.10
194.90
190.60

$98.80
95.980
97. 50
99.30

101.10
1b3. 20190.90105.101 06.80
108.901 10.80
119.60

118 19

190.80199.950
194.50
196.80
1 8.80
130.90
192.90
194:80
196.90
18.90
141.00
1400
14490
147.10
14.00
181.20
1 65.101y9.90

169.20
161.90
169.40

167.50
169.50

178.70
177. 40
179.60
181.60
185.80
1 85.80188. 10
189.90

191.70
194 10
196.10
197:70
200.;0
$0. 10
204 90

,;o. 40
966 .90

02.2
61440

2, I0

$14.80
142.90
146.80
if. 00
151. 70
15 4. so
157.70
190. 20166.90
162.20leg. 0
171.60
174:.80
177.80
080.201.90~
1 88.80"
186.80
1 90. 20
190.90
196.40
199.4
202.L0
205:4 0908.4

911.70
114.b0
917. 40
$20.70
92. 70
990.880229. 80
252 70
908..7801. 80
292.90
941.80
242.0247, 8091.40
2,1. 40

10
860.60
968. 60
$66.10
969.40

'275.7
178. 70

909.90O

990. 80
209. 60

508 40
818 18
819.00
324.80
829. 60
556. 40843. 0
390.90

S61.70
567.60
S9. 40
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TABLE POR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY B3NEFITS-Contlaued

I U III IV V

lan ancr (Priviary (Maximum
(Pmary insuraine benefit e .',,.1 (Aerorce othly wage) insurance fadg0
ader]*iOO Act, as modified) e'/ f-r amount) enefia)

And the mai-
1/ an ndivdua's urinary 1n t his Or lee arage monthly wage The amount mum amount

an. henefli (as determined plr,,ary (as ,menced tnder sub- refereed ts of bssf
under euas. (a) Is- inaraace sc. (14 )- in the Zaaable (as

a...t (a, predmn xorccd se,
. maer d se. £oisa

Rut not utcem 4)) Rut nao labets of hs bans"At adof hi,. oe
more At least- m shall be- and set-

than- than- esmoment

shaU he--

$198,.60200, 60
000. 00
000.00
904.00
00.0
07. 90
209.40

218. 801.00

217.00
018.70

000, 40004.00o
22o. 20

W47. 60
29.1,60
001.60000. 40
005.4025-6. go
258. 60
204- 80P50

145. 40047. 40
248. 90
250. 60252 . 50
054-10054.8I0255. 80
57.40
059. to
260 80000 00262, 60
064.50
866.10

069.70

2720
0741 00
070.40279 ."

201.70

28. 60

004.0
28O. 0
08. 40

979. 80

09. 10

0.60
040.000

807. 0
9. 20Soo. 60

309. to

000. 0805. 0

$514
519

007

047

0.56
361

070
070
504

0

400
407
4Is
417
401
426
431
406
440
445
40
454
400

4
400
470
470
402
487
490
496
001
00
510
015

20
504
508
040
040

006
060
60
007
070

014

001

0000.0
U20.40

V06. 60
0.0. 50230.80

200.00
,WW. 9 0

noG. to

100.70

04180
2470

201.10

257.10
0W9.00
061.10
03.0

Mo. to266 00
070.70
07± 40
27470

070.0

000.00000.10
00400
80.0
08. 00289.0
01.50

003.0
290.40
097.0
090.40
001.10

190
310. 70
010. 60
010.70

818,40
380. 0
me . 10

000. 40
37. 10

000. 40

80.70
885. 60
87.00
38.90

074.10S78. 80
0070
50

0.0
01.00

4.00
417.40

^M00
4060,

444860
450.80"
400.10

460.R1
76.70

46±0

419. 0008

49&. 60

491-10

057.50
019.00

tn-ho
53.0B5. 80

519.80041.10
527.10

000.00

580.

W.80
558. 2a

009.. 70
000. 70
071.00
073.00

070. 80
081.850
000. 00
000. 70

000. 80
000-to
000.10
57.50
60. 80

669. 0
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TABLE FOR DETERMINIOG PRIM.XARY INSURANCE A10 AIT AND
MAXIMUM FAMILY BENEFITS-Continued

z III vV

(rimay(P y (Mz-un

(Primary insurance benefit ill, (A ...ara ge oehly wage) inrrane family
under 1939 Ac, as modified) ae for mount) benefits)

If an indietduas primsry irnsur-
arse benefit (as determined

ndersesec. (d ))

Rut notAt leat- mare
than-

Or hie
primary
insurance0

amount (as
dtrn er

is-

$306.0
330.30
300.00o
8511.33
300.00o
30440
310.0
307.40
0180
330.40
000.0
383.40
000.00

300 :00

30.00
M0. 00

332 .0

S3c. 30
000 50
37.70
330.90
040.10
840.1:50
83070
344.90

347.30

340.70
850.0
3002.00

8c5. 0

57.0
908,0
300.0
500. 0
300. 0300.0

366.50
307.0
960.00
9.0

370.0
371.00972.0
53.0
974 0
975.60
576.50
377.0
978.58
579.53

Or his nerage monthly ,ace
(as determined under sub-aec. (h) 0s-

Rut not
At least- more

than--

$502 095696 598
599 602608 605
606 6009

610 6012
613 616
617 680621 623
624 627
608 639
630 634655 637
688 641642 644
645 648
649 600
65 666
657 660661 665

666 670
671 675
676 60
681 685
686 690
691 695
69 700
701 705
706 710
711 715
716 720
721 725
706 730
731 785
786 740
740 745
746 750
751 765
766 760
761 765
768 770
771 775
776 780
781 785
786 790
79f 795
79 800801 805
806 810811 815
816 820

88f 835
800 040

850 860851 855

866 860861 885

866 870
871 875

The amount
referred to

en the
preceding
paragraphs

ofths
sbslectton
'hall be-

$540.60
31. 30
348 90
345.60
347.30
8,9.00
8a0.70
362.40
354.00
355.70
07. 40

359.00
360. 80
306.60
86t. 10
365.90
867 50
368.60
66.60
37o0 g0
-2.0
8.3.60
074.90
376.20
377.60
378.99
380.0
301:60
380.90
384.0
885.60
386.90
388.0
3889.50
890.90
892.
393.50
394.70
396.89

398.00

890.10
400.20
401.80
40. 40
408.0
404 60
40e. 80
406.90
408.00
409.10
410.20
4 1.30
412 40
418.50
414.60
415.70
416.0
4;8.00
4 9.10
420.20
421.80

And the maxi-
mum amountof benaf Us

pyable (as
proaded in
sc. 203(a))
on the basis
ofhi. raes

and self-
emytoymesincome

shalt b-

$604.40
600.15600. I0608.60
610.50
61.50614.40
616.70
619.10
620.80
628.20

628.40
631.80

640.90
643.10
645.00
646.70
6.19.10
651.40
658.70,
656.10
658.40600.70686.0

665.40
667.70
670.00
672.40
674.70
677.00
679.40
680.70
684.00
686.40
688.70
690.70
698.60
694 60
696.60
698.60
700.30
702.30
704-20
706.20
708.10
710. 10
7112.00
714.00
715.90
717.90
719.80
721.80
729.70
726.70
727.60
729.0
781.40
790.40
756.0
737.90
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND
MAXIMUM FAMILY BENEFITS-Continued

I if III TV V

(PrimrY
insurance (Primary (Maximum

(Primary Itnsurance benefit amouni (Acerage monthly wage) ins.rancc famity
under 1989 Act, as modified) rif ele (or amount) benefits)

Sepirmbr
1187)

And iremazt

If an indiiduat's primary inur- Or his Or hr. average monthly wage The ammaat mum amount
ante benefit (as determined primary a determined ondee sub. referred to of benefds
under sbset, (d)) is- insuiranre a ,. (b) is- in the payable (as

amorni (as peeedeing provided in
drtirm,,ed p.rgraphs se. 03(a))

order of this en the basis
But nt suee, t)) But not subeet on of his wages

At least- more i- At least- mo, chall be- and silf-
tan t~,--J emptayrment

th.- rpaeme

hall he-

1880 90 $876 $880 ,1,22. (0 $739. 90
881, i8 885 42 30 7, 9.
8.0 8 8 9 0 499. 0 7.ib 10
583. 991 990 8 8.97 7.;5 i0
88, 50 901 905 42.8- 77.0

58.00 act 899 750 9
387.0 999 915 21.o $ e5 91'

88. 50 916 900 .31.30 75 . 70
309.50 P21 926 432.40 7 6 7b
390.50 920 990 1,3 50 709 00
39i 00 931 990 43.90 76 69
399 00 989 940) 1 5.70 7-;. 50
33. 0 91 9405 430.80 76. 590
890.50 9; 9 , -,9O ; ,0
895. P9t 909 '59 10 7' 4
896. 9o 936 960 4409 0780
397.60 961 965 0 130 4 7R.0
898,50 966 970 4 2 77O
899.50 071 975 44.50 <77, ?
4 9. o 70 900 41460 77 0
01. 50 081 985 45. 70 7'0 00

40.8 0 '8n 990 440030 7 I.90
403. 50 iii 995 4710 7009
4. 50 080 1,000 g,4899 ' 7 7 80

011 1,00, 450.00 7 60
1.900 1.00 451.00 r9 50
1.011 1,015 52.00 79 09
1,816 1,oeo 41399 790
1,

0
t 1,025 454.99 70,.50

1,080 1 45509 79 59

1,0s 0jr 45600 79S 90
1,000 1,040 457.00 799.80
1,041 1,0405 458 00 801.90
1,046 I,00 459.00 803. 0
1,051 1.05 49.0 805.00
I,O9 1,000 461. 0 806.80
1,061 1,000 460.99 908.eO
1.06 1.070 .163900 810.90
1,071 1,015 , 6LO0 80.99
1,08 1,080 465.00 818.90
1,081 tO, 466:00 815.80
1,089 1,090 47.99 817.90
1,091 1 468.00 1999
1.08 1,100 409O 820.80

Certain Wages and Self-Employment Income Not To Be Counted

(e) For the purposes of subsections (b) and (d) -
(1) in computing an individual's average monthly wage there

shall not be counted the excess over $3,600 in the-ease of any
calendar year after 1950 and before 1955, the excess over $4,200
in the case of any calendar year after 1954 and before 1959, the



excess over $4,800 in the case of any calendar year after 1958
and before 1966, the excess over $6,600 in the case of any calendar
year after 1965 and before 1968, the excess over $7,800 in the case
of any calendar year after 1967 and before 1972, the excess over
$9,000 in the case of any calendar year after 1971 and before 1973,
the excess over $10,800 in the case of any calendar year after 1972
and before 1974, the excess over [$12,600] $13,200 in the case of
any calendar year after 1973 and before 1975, and the excess over
an amount equal to the contribution and benefit base (as deter-
mined under section 230) in the case of any calendar year after
1974 with respect to which such contribution and benefit base is
effective of (A) the wages paid to him in such year, plus (B)
the self-employment income credited to such year (as determined
under section 212) ; and

(2) if an individual's average monthly wage computed under
subsection (b) or for the purposes of subsection (d) is not a multi-
ple of $1, it shall be reduced to the next lower multiple of $1.

Cost-of-Living Increases in Benefits

(i) (1) For purposes of this subsection-
(A) the term "base quarter" means (i) the calendar quar-

ter ending on [June 30] March 31 in each year after [1972] 1974,
or (ii) any other calendar quarter in which occurs the effective
month of a general benefit increase under this title;

(3) the term "cost-of-living computation quarter" means a
base quarter, as defined in subparagraph (A) (i), in which the
Consumer Price Index prepared by the Department of Labor ex-
ceeds, by not less than 3 per centum, such Index in the later of (i)
the last prior cost-of-living computation quarter which was estab-
lished under this subparagraph, or (ii) the most recent calendar
quarter in which occurred the effective month of a general benefit
increase under this title; except that there shall be no cost-of-
living computation quarter in any calendar year [in which] if in
the year prior to such year a law has been enacted providing a
general benefit increase under this title or [in which such] if in
such prior year a benefit increase becomes effective; and

(C) the Consumer Price Index for a base quarter, a cost-of-
living computation quarter, or any other calendar quarter shall
be the arithmetical mean of such index for the 3 months in such
quarter.

(2) (A) (i) The Secretary shall determine each year beginning with
[1974] 1975 (subject to the limitation in paragraph (1) (B) [and to
subparagraph (E) of this paragraph]) whether the base quarter (as
defined in paragraph (1) (A) (i)) in such year is a cost-of-living com-
putation quarter.

(ii) If the Secretary determines that [such] the base quarter in any
year is a cost-of-living computation quarter, he shall, effective with the
month of [January of the next calendar year] June of such year
[(subject to subparagraph (E))] as provided in subparagraph (B),
increase the benefit amount of each individual who for such month is
entitled to benefits under section 227 or 228, and the primary insurance



amount of each other individual under this title i[ (but not including a
primary insurance amount determined under subsection (a) (3) of this
section) ] by an amount derived by multiplying each such amount (in-
cluding each such individual's primary insurance amount or benefit
amount under section 227 or 228 as previously increased under this sub-
paragraph) by the same percentage (rounded to the nearest one-tenth
of 1 percent) as the percentage by which the Consumer Price Index for
such cost-of-living computation quarter exceeds such index for the
most recent prior calendar quarter which was a base quarter under
paragraph (1) (A) (ii) or, if later, the most recent cost-of-living com-
putation quarter under paragraph (1) (B). Any such increased
amount which is not a multiple of $0.10 shall be increased to the next
higher multiple of $0.10.

(B) The increase provided by subparagraph (A) with respect to a
particular cost-of-living computation quarter shall apply [(subject to
subparagraph (E) ) ] in the case of monthly benefits under this title for
months after KDecember] May of the calendar year in which occurred
such cost-of-living computation quarter, and in the case of lump-sum
death payments with respect to deaths occurring after [December]
May of such calendar year.

(C) (i) Whenever the level of the Consumer Price Index as pub-
lished for any month exceeds by 2.5 percent or more the level of such
index for the most recent base quarter i(as defined in paragraph (1)
(A) (ii) or, if later, the most recent cost-of-living computation quar-
ter, the Secretary shall (within 5 days after such publication) report
the amount of such excess to the House Committee on Ways and Means
and the Senate Committee on Finance.

(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, be shall
notify the House Committee on Ways and Means and the Senate
Committee on Finance of such determination [on or before August 15
of such calendar year] within 30 days after the close of such quarter,
indicating the amount of the benefit increase to be provided, his esti-
mate of the extent to which the cost of such increase would be met
by an increase in the contribution and benefit base under section 230
and the estimated amount of the increase in such base, the actuarial
estimates of the effect of such increase, and the actuarial assumptions
and methodology used in preparing such estimates.

(D) If the Secretary determines that a base quarter in a calendar
year is also a cost-of-hiving computation quarter, he shall publish in
the Federal Register [on or before November 1 of such calendar year]
within 45 days after the close of such quarter a determination that a
benefit increase is resultantly required and the percentage thereof. He
shall also publish in the Federal Register at that time (along with thi
increased benefit amounts which shall be deemed to be the amounts
appearing in sections 227 and 228) a revision of the table of benefits
contained in subsection (a) of this section (as it may have been most
recently revised by another law or pursuant to this paragraph; and
such revised table shall be deemed to be the table appearing in such
subsection (a). Such revision shall be determined as follows:

* * * * * * S

[(E) Notwithstanding a determination by the Secretary under sub-
paragraph (A) that a base quarter in any calendar year is a cost-of-



living computation quarter (and notwithstanding any notification orpublication thereof under subparagraph (C) or (D)), no increase in
benefits shall take effect pursuant thereto, and such quarter shall be
deemed not to be a cost-of-living computation quarter, if during the
calendar year in which such determination is made a law providing a
general benefit increase under this title is enacted or becomes
effective.]

* * * *t * * *

Entitlement to Hospital Insurance Benefits

Sec. 226.

(a) [(1)] Every individual who--
[(A)](1) has attained age 65, and
[(B)] (2) is entitled to monthly insurance benefits under sec-

tion 202 or is a qualified railroad retirement beneficiary.
shall be entitled to hospital insurance benefits under part A of title
XVIII for each month for which he meets the condition specified in
subparagraph (B), beginning with the first month after June 1966 for
which he meets the conditions specified in subparagraphs (A) and
(B).

(b) * * *

(d) For purposes of this section, the term "qualified railroad retire-
ment beneficiary" means an individual whose name has been certified
to the Secretary by the Railroad Retirement Board under section 21
or section 22 of the Railroad Retirement Act of 1937. An individual
shall cease to be a qualified railroad retirement beneficiary at the close
of the month preceding the month which is certified by the Railroad
Retirement Board as the month in which he ceased to meet the require-
ments of section 21 or section 22 of the Railroad Retirement Act of
1937.

(c) Notwithstanding the foregoing provisions of the section, every
individual who-

(1) has not attained the age of 65;
(2) (A) is fully or currently insured (as such terms are defined

in section 214 of this Act), or would be fully or currently insured
if his service as an employee (as defined in the Railroad Retire-
ment Act of 1937) after December 31, 1936, were included in the
term "employment" as defined in this Act, or (B) is entitled to
monthly insurance benefits under title II of this Act, or an annuity
under the Railroad Retirement Act of 1937, or (C) is the spouse
or dependent child (as defined in regulations) of an individual
who is fully or currently insured, or would be fully or currently
insured if his service as an employee (as defined in the Railroad
Retirement Act of 1937) after December 31, 1936, were included
in the term "employment" as defined in this Act, or (D) is the
spouse or dependent child (as defined in regulations) of an in-
dividual entitled to monthly insurance benefits under title II of



this Act or an annuity under the Railroad Retirement Act of
1937; and

(3) is medically determined to have chronic renal disease and
who requires hemodialysis or renal transplantation for such
disease;

shall be deemed to be disabled for purposes of coverage under parts
A and B of Medicare subject to the deductible, premium, and copay-
ment provisions of title XVIII.

(f) Medicare eligibility on the basis of chronic kidney failure shall
begin with the third month after the month in which a course of renal
dialysis is initiated and would end with the twelfth month after the
month in which the person has a renal transplant or such course of
dialysis is terminated.

(g) (1) The Secretary [is authorized to] shall limit reimbursement
under Medicare for kidney transplant and dialysis to kidney disease
treatment centers which meet such requirements as he [may] shall by
regulation prescribe: Provided, That such requirements must include
at least requirements for minimal utilization rate for covered proce-
dures and for [a] an independent medical review board to screen the
appropriateness of patients for the proposed treatment procedures.

"(B) Notwithstanding the provisions of section 1842 (a), the Sec-
retary is authorized to designate the organizations to be used in mak-
ing payments with respect to kidney dialysis services and to provide
for payments for such services by applying such tests of reasonableness
as he may find appropriate, including a test of relationship of charges
to costs of providing such services. Notwithstanding the provisions of
section 1845(b) (3), the Secretary is further authorized to provide for
payments for such services on the basis of specif individual services
and on services expected to be rendered over a period of time, and may
apply such conditions to payment as he may find necessary to limit
charges to patients in excess of those which he may find reasonable.
'With respect to services expected to be provided over a period of time,
the Secretary may provide for payments on a retainer basis or such
other basis as he may by regulation prescribe.".

I(f)] (h) (I) For purposes of determining entitlement to hospital
insurance benefits under subsection (b) in the case of widows and
widowers described in paragraph (2) (A) (iii) thereof-

(A) the term "age 60" in sections 202(e) (1) (B) (ii), [and]
202 (e) (5), [and the term "age 62" in sections] 202 (f) (1) (B) (ii),
and 202(f) (6) shall be deemed to read "age 65"; and

(B) the phrase "before she attained age 60" in the matter fol-
lowing sub araaph (F) of section 202(e) (1) [shall] and the
phrase "before he attained age 60" in the matter following sub-
paragraph (G) of section 202(f) (1) shall each be deemed to read
"based on a disability".

(2,) For purposes of determining entitlement to hopsital insurance
benefits under subsection [(a) (2) ] (b) in the case of an individual un-
der age 65 who is entitled to benefits under section 202, and who was
entitled to widow's insurance benefits or widower's insurance benefits
based on disability for the month before the first month in which such
individual was so entitled to old-age insurance benefits (but ceased to
be entitled to such widow's or widower's insurance benefits upon be-
coming entitled to such old-age insurance benefits), such individual



105

shall be deemed to have continued to be entitled to such widow's insur-
ance benefits or widower's insurance benefits for and after such first
month.

(3) For purposes of determining entitlement to hospital insurance
benefits under subsection [(a) (2)] (b) any disabled widow age 50 or
older who is entitled to mother's insurance benefits (and who would
have been entitled to widow's insurance benefits by reason of disability
if she had filed for such widow's benefits) shall, upon application, for
such hospital insurance benefits be deemed to have filed for such
widow's benefits and shall, upon furnishing proof of such disability
prior to July 1, 1974, under such procedures as the Secretary may pre-
scribe, be deemed to have been entitled to such widow's benefits as of
the time she would have been entitled to such widow's benefits if she
had filed a timely application therefor.

[ (f)] (i) For entitlement to hospital insurance benefits in the case
of certain uninsured individuals, see section 103 of the Social Security
Amendments of 1965.

Transitional Insured Status

Sec. 227. (a) In the case of any individual who attains the age of
72 before 1969 but who does not meet the requirements of section
214(a), the 6 quarters of coverage referred to in paragraph (1) of
section 214(a) shall, instead, be 3 quarters of coverage for purposes
of determining entitlement of such individual to benefits under sec-
tion 202(a), and of his wife to benefits under section 202(b), but, in
the case of such wife, only if she attains the age of 72 before 1969
and only with respect to wife's insurance benefits under section 202 (b)
for and after the month in which she attains such age. For each month
before the month in which any such individual meets the requirements
of section 214(a), the amount of his old-age insurance benefit shall,
notwithstanding the provisions of section 202(a), be [$58.00] the
larger of $64.40 or the amount most recently established in lieu thereof
under section 215(i) and the amount of the wife's insurance benefit
of his wife shall, notwithstanding the provisions of section 202(b), be
[$29.00] the larger of $32.20 or the amount most recently established
in lieu thereof under section 215 (i).

(b) In the case of any individual who has died, who does not meet
the requirements of section 214 (a), and whose widow attains age 72
before 1969, the 6 quarters of coverage referred to in paragraph (3)
of section 214(a) and in paragraph (1) thereof shall, for purposes of
determining her entitlement to widow's insurance benefits under sec-
tion 202 (e), instead be-

(1) 3 quarters of coverage if such widow attains the age of 72
in or before 1966,

(2) 4 quarters of coverage if such widow attains the age of 72
in 1967, or

(3) 5 quarters of coverage if such widow attains the age of 72
in 1968.

The amount of her widow's insurance benefit for each month shall,
notwithstanding the provisions of section 202(e) (and section 202
(in)), be [$58.00] the larger of $64.40 or the amount most recently
established in lieu thereof under section 215 ( i).



(c) In the case of any individual who becomes, or upon filing appli-
cation therefor would become, entitled to benefits under section202a)
by reason of the application of subsection (a) of this section, who dies,
and whose widow attains the age of 72 before 19.69, such deceased in-
dividual shall be deemed to meet the requirements of subsection (b)
of this section for purposes of determining entitlement of such widow
to widow's insurance benefits under section 202 (e).

Benefits at Age 72 for Certain Uninsured Individuals

Eligibility

Sec. 228. (a) Every individual who-
1) has attained the age of 72,
2) (A) attained such age before 1968, or (B) has not less than

3 quarters of coverage, whenever acquired, for each calendar year
elapsing after 1966 and before the year in which he attained such
age,

(3) is a resident of the United States (as defined in subsection
(e)), and is (A) a citizen of the United States or (B) an alien
lawfully admitted for permanent residence who has resided in the
United States (as defined in section 210(i)) continuously during
the 5 years immediately preceding the month in which he files
application under this section, and

(4) has fied application for benefits under this section,
shall (subject to the limitations in this section) be entitled to a benefit
under this section for each month beginning with the first month after
September 1966 in which he becomes so entitled to such benefits and
ending with the month preceding the month in which he dies. No
application under this section which is filed by an individual more
than 3 months before the first month in which he meets the require-
ments of paragraphs (1), (2), and (3) shall be accepted as an appli-
cation for purposes of this section.

Benefit Amount

(b) (1) Except as provided in paragraph (2), the benefit amount to
which an individual is entitled under this section for any month shall
be [$58.00] the larger of' $64.40 or the amount most recently estab-
lished in lieu thereof under section 215 (i).

(2) If both husband and wife are entitled (or upon application
would be entitled) to benefits under this section for any month, the
amount of the husband's benefit for such month shall be [$58.00] the
larger of $64.40 or the amount most recently established in lieu thereof
under section 215(i) and the amount of the wife's benefit for such
month shall be [$29.00] the larger of $32.20 or the amount most re-
cently established in lieu thereof under section 216 (i).

Reduction for Government Pension System Benefits

(c) (1) The benefit amount of any individual under this section for
any month shall be reduced (but not below zero) by the amount of any
periodic benefit under a governmental pension system for which he is
eligible for such month.
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(2) In the case of a husband and wife only one of whom is entitled
to benefits under this section for any month, the benefit amount, after
any reduction under paragraph (1), shall be further reduced (but not
below zero) by the excess (if any) of (A) the total amount of any peri-
odic benefits under governmental pension systems for which the spouse
who is not entitled to benefits under this section is eligible for such
month, over (B) [$29.00] the larger of $32.20 or the amount most
recently established in lieu thereof under section 215(i).

(3) In the case of a husband and wife both of whom are entitled
to benefits under this section for any month-

(A) the benefit amount of the wife, after any reduction under
paragraph (1), shall be further reduced (but not below zero) by
the excess (if any) of (i) the total amount of periodic benefits
under governmental pension systems for which the husband is
eligible for such month, over (ii) [$58.00] the larger of $64.40 or
the amount most recently established in lieu thereof under section
215(i); and

(B) the benefit amount of the husband, after any reduction
under paragraph (1), shall be further reduced (but not below
zero) by the excess (if any) or (i) the total amount of any peri-
odic benefits under governmental pension systems for which the
wife is eligible for such month, over (ii) [$29.00] the larger of
$32.20 or the amount most recently established in lieu thereof
under section 215 (i).

(4) For purposes of this subsection, in determining whether an
individual is eligible for periodic benefits under a governmental pen-
sion system-

(A) such individual shall be deemed to have filed application
for such benefits,

(B) to the extent that entitlement depends on an application
by such individual's spouse, such spouse shall be deemed to have
filed application, and

(C) to the extent that entitlement depends on such individual
or his spouse having retired, such individual and his spouse shall
be deemed to have retired before the month for which the deter-
mination of eligibility is being made.

(5) For purposes of this subsection, if any periodic benefit is pay-
able on any basis other than a calendar month, the Secretary shall
allocate the amount of such benefit to the appropriate calendar months.

(6) If, under the foregoing provisions of this section, the amount
payable for any month would be less than $1, such amount shall be
reduced to zero. In the case of a husband and wife both of whom are
entitled to benefits under this section for the month, the preceding
sentence shall be applied with respect to the aggregate amount so pay-
able for such month.

(7) If any benefit amount computed under the foregoing provisions
of this section is not a multiple of $0.10, it shall be raised to the next
higher multiple of $0.10.

(8) Under regulations prescribed by the Secretary, benefit pay-
ments under this section to an individual (or aggregate benefit pay-
ments under this section in the case of a husband and wife) of less
than $5 may be accumulated until they equal or exceed $5.

22-369-73----8



Suspension for Months in Which Cash Payments Are Made Under Public
Assistance

(d) The benefit to which any individual is entitled under this sec-
tion for any month shall not be paid for such month if-

(1) such individual receives aid or assistance in the form of
money payments in such month under a State plan approved
under title I, X, XIV, or XVI or part A of title IV, or

(2) such individual's husband or wife receives such aid or as-
sistance in such month, and under the State plan the needs of
such individual were taken into account in determining eligibil-
ity for (or amount of) such aid or assistance,

unless the State agency administering or supervising the administra-
tion of such plan notifies the Secretary, at such time and in such man-
ner as may be prescribed in accordance with regulations of the Secre-
tary, that such payments to such individual (or such individual's
husband or wife) under such plan are being terminated with the pay-
ment or payments made in such month and such idi lidual is not an in-
dividual with respect to wham supplemental security income benefits
are payable pursuant to title XVI or section 211 of Public Law 93-66
for the following month, nor shall such benefit be paid for such month
if such individual is an individual with respect to whom supplemental
securty income benefits are payable pursuant to title XVI or section
211 of Public Law 93-66 for such month, unless the Secretary deter-
mines that such benefits are not payable with respect to such indieid-
ualfor the month following such month.

Adjustment of the Contribution and Benefit Base

See. 230. (a) Whenever the Secretary pursuant to section 215(i)
increases benefits effective [with the first month of the calendar year]
with the Jvne following a cost-of-living computation quarter, he shall
also determine and publish in the Federal Register on or before No-
vember 1 of the calendar year in which such quarter occurs [(along
with the publication of such benefit increase as required by section
215(i) (2) (D))] the contribution and benefit base determined under
subsection (b) which shall be effective [(unless such increase in bene-
fits is prevented from becoming effective by section 215(i) (2) (E))]
with respect to remuneration paid after the calendar year in which
such quarter occurs and taxable years beginning after such year.

(c) For purposes of this section, and for purposes of determining
wages and self-employment income under sections 209, 211, 213, and
215 of this Act and sections 1402, 3121, 3122, 3125, 6413, and 6654 of
the Internal Revenne Code of 1954, the "contribution and benefit
base" with respect to remuneration paid in (and taxable years be-
ginning in) any calendar year after 1973 and prior to the calendar
year with the [first month]. June of which the first increase in benefits
pursuant to section 215(1) of this Act becomes effective shall be
[$12,600] 13,200 or (if applicable) such other amount as may be spec-
ified in a law enacted subsequent to the law which added this section.

$ $ $ $ $
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International Agreements

Purpose of Agreement

Sec. 232. (a) The President is authorized to enter into agree-
ments establishing totalization arrangements between the social se-
curity system established by this title and the social security system
of any foreign country, for the purposes of establishing entitlement
to and the amount of old-age, survivors, disability, or derivative bene-
fits based on a combination of an individual's periods of coverage
under the social security system established under this title and the
social security system of such foreign country.

Delegation of Authority to Secretary of Health, Education, and Welfare

(b) (1) The President is authorized to delegate any of his functions
under this section to the Secretary of Health, Education and Welfare.

(2) Pursuant to any such delegation, the Secretary o7 Health, Edu-
cation, and Welfare shall consult with the Secretary of the Treasury
and the Secretary of State prior to entering into any such agreement.

Definitions

Sorthe purposes of this section--
The term "social security systems" of a foreign country means

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

(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 period recognized as
equivalent thereto under this title or under the social security system
of a country which is a party to an agreement entered into under this
section.

Crediting Periods of Coverage; Tax Exemptions; Conditions of Payment of
Benefits

(d) (1) Any agreement establishing a totalization arrangement pur-
suant 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 snder the social security system of a foreign country
which is a party to such agreement, periods of coverage of such
individual under such social security systems of such foreign coun-
try may, at the option of such individual or of the survivors of
such individual, be combined with periods of coverage under this
title and otherwise considered for the purpose of establishing en-
titlement to and the amount of old-age, survivors, and disability
insurance benefits under this title;

(B) (i) that employment or self-employment, or any service
which is recognized as equivalent to employment or self-employ-
ment under this title and the social security system of such for-
eign country which is a party to such agreement, shall, on or after



the effective date of such agreement, result in a 'period of cover-

age under the system established under this title or Under the
system established under the laws of such foreign country, but
not under both;

(ii) the methods and conditions for determining under which
system such employment, self-employment, or other service shalt
result in a period of coverage;

(0) 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
were completed under this title; and

(D) than an individual who is entitled to cash benefits under
this title pursuant to such agreement shall, notwithstanding the
provisions of section 202 (t), receive such benefits while he legally
resies in the foreign country which is a party to such agreement.

(2) To the extent that any such agreement provides that any period
of coverage under this title shall not be such a period of coverage be-
cause it is a period of coverage under the laws of a foreign country
which is a party to such agreement, no employment or self-eMployment
taxes shall be imposed with respect to such period of coverage under
the laws of the United States.

(3) Any such agreement may provide that the benefit paid by the
United States to an individual who legally resides in the United States
shall be increased to an amount which, when added to the benefit paid
by such foreign country, will be equal to the benefit amount which
would be payable to an entitled individual based on the first figure
in (or deemed to be in) column IV of the table in section 215(a).

(4) Section 226 shall not apply in the case of any individual to
whom it would not be applicable but for this section or any agree-
ment or regulation under this section.

(5) Any such agreement may contain such other provisions, not
inconsistent with this section, as the President deems appropriate.

Regulations

(e) The Secretary of Health, Education, and Welfare shall make
rules and regulations and establish procedures which are reasonable
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

(f) (1) Any agreement to establish a totalization arrangement
entered into pursuant to this section shall be transmitted by the Presi-
dent to the Congress.

(2) Such an agreement shall become effective on any date provided
in the agreement following 90 calendar days of continuous session of
the Congress after the date on which the agreement is transmitted in
accordance with paragraph (1). The continuity of a session is broken
(for purposes of this paragraph) only by an adjournment of the
Congress sine die. The days on which either House of the Congress is
not in session because of an adjournment of more than 3 days to a day
certain shall be excluded in the computation of the 90-day period.



TITLE IV.-GRANTS TO STATES FOR AID AND SERVICES
TO NEEDY FAMILIES WITH CHILDREN AND FOR
CHILD WELFARE SERVICES

Part A-Aid to Families With Dependent Children
Appropriation

Sec. 401. For the purpose of encouraging the care of dependent
children in their own homes or in the homes of relatives by enabling
each State to furnish financial assistance and rehabilitation and other
services, as far as practicable under the conditions in such State, to
needy dependent children and the parents or relatives with whom
they are living to help maintain and strengthen family life and to
help such parents or relatives to attain or retain capability for the
maximum self-support and personal independence consistent with the
maintenance of continuing parental care and protection, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this part. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary of Health, Education,
and Welfare, State plans for aid and services to needy families with
children.

State Plans for Aid and Services to Needy Families with
Children

Sec. 402. (a) A State plan for aid and services to needy families
with children must-

(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory upon them;

(2) provide for financial participation by the State;
(3) either provide for the establishment or designation of a single

State agency to administer the plan, or provide for the establishment
or designation of a single State agency to supervise the administration
of the plan;

(4) provide for granting an opportunity for a fair hearing before
the State agency to any individual whose claim for aid to families with
dependent children is denied or is not acted upon with reasonable
promptness;

(5) provide (A) such methods of administration (including after
January 1, 1940, methods relating to the establishment and mainte-
nance of personnel standards on a merit basis, except that the Secre-
tary shall exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accordance
with such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan, and'(B) for the training
and effective use of paid subprofessional staff, with particular em-
phasis on the full-time or part-time employment of recipients and
other persons of low income, as community services aides, in the ad-
ministration of the plan and for the use of nonpaid or partially paid
volunteers in a social service volunteer program in providing services
to applicants and recipients and in assisting any advisory committees
established by the State agency; and



(6) provide that the State agency will make such reports, in such
form and containing such information, as the Secretary may from
time to time require, and comply with such provisions as the Secretary
may from time to time find necessary to assure the correctness and
verification of such reports;

(7) except as may be otherwise provided in clause (8), provide
that the State agency shall, in determining need, take into considera-
tion any other income (including any amounts derived from applica-
tion of the tax credit established by section 42 of the Internal Revenue
Code of 1954) and resources of any child or relative claiming aid to
families with dependent children, or of any other individual (living
in the same home as such child and relative) whose needs the State
determines should be considered in determining the need of the child
or relative claiming such aid, as well as any child care expenses reason-
ably attributable to the earning of any such income;

(8) provide that, in making the determination under clause (7), the
State agency-

(A) shall with respect to any month disregard-
(i) all of the earned income of each dependent child re-

ceiving aid to families with dependent children who is (as
determined by the State in accordance with standards pre-
scribed by the Secretary) a full-time student or part-time
student who is not a full-time employee attending a school,
college, or university, or a course of vocational or technical
training designed to fit him for gainful employment, and

(ii) n the case of earned income of a dependent child not
included under clause (i), a relative receiving such aid, and
any other individual (living in the same home as such rela-
tive and child) whose needs are taken into account in making
such determination, [the first $30 of the total of such earned
income for such month plus one-third of the remainder of
such income for such month] (I) the first $60 of earned in-
come for individuals who are cmn1 loyed at least 40 hours per
week, or at least 35 hours per week and are earning at least
$64 per week, and (II) the first $30 of earned iwome for
other individuals, plus in each case, one-third of up to $300
of additional earnings, and one-fifth of such additional earn-
ings in excess of $300, except that in each case on amount
equal to the reasonable child care expenses incurred (subject
to such limitations as the Secretary may prescribe in regula-
tions) shall first be deducted before computing such indi;d-
sal's earned income (except that the provisions of this clause
(ii) shall not apply to earned income derived from participa-
tion on a project maintained under the programs established
by section 432(b) (2) and (3) ; and

(B) (i) may, subject to the limitations prescribed by the Secre-
tary, permit all or any portion of the earned or other income to be
set aside for future identifiable needs of a dependent child, and
(ii) may, before disregarding the amounts referred to in subpara-
graph (A) and clause (i) of this subparagraph, disregard not
more than $5 per month of any income and shall, before diare-
garding the aMnomnts referred to in rmbparagraph (A) and clauses



(i) and (ii) of this subparagraph, disregard an amount equal to 5
per centum of any income received in the form of monthly insur-
ance benefits paid under title II, except that, with respect to any
month, the State agency shall not disregard any earned income
(other than income referred to in subparagraph (B)) of-

(C) any one of the persons specified in clause (ii) of subpara-
graph (A) if such person-

(i) terminated his employment or reduced his earned in-
come without good cause within such period (of not less than
30 days) preceding such month as may be prescribed by the
Secretary; or

(ii) refused without good cause, within such period pre-
ceding such month as may be prescribed by the Secretary, to
accept employment in which he is able to engage which is
offered through the public employment offices of the State, or
is otherwise offered by an employer if the offer of such em-
ployer is determined by the State or local agency administer-
ing the State plan, after notification by him, to be a bona fide
offer of employment; or

(D) any of such persons specified in clause (ii) of subpara-
graph (A) if with respect to such month the income of the per-
sons so specified (within the meaning of clause (7)) was in excess
of their need as determined by the State agency pursuant to
clause (7) (without regard to clause (8)), unless, for any one of
the four months preceding such month, the needs of such person
were met by the furnishing of aid under the plan;

(9) provide safeguards which [restrict] permit the use or disclosure
of information concerning applicants and recipients [to] only to (A)
public officials who require such information in connection with their
official duties, or (B) other persons for purposes directly connected
with the administration of aid to families with dependent children;

(10) provide, effective July 1, 1951, that all individuals wishing to
make application for aid to families with dependent children shall
have opportunity to do so, and that aid to families with dependent
children shall, subject to paragraphs (25) and (26), be furnished with
reasonable promptness to all eligible individuals;

(11) [effective July 1, 1952,] provide for prompt notice (including
the transmittal of all relevant information) to the State child support
collection agency (established pursuant to part D of this title) of the
furnishing of aid to families with dependent children in respect of a
child who has been deserted or abandoned by a parent (including a
child born out of wedlock without regard to whether the paternity of
such child has been established),

(12) provide, effective October 1, 1950, that no aid will be fur-
nished any individual under the plan with respect to any period with
respect to which he is receiving old-age assistance under the State
plan approved under section 2 of this Act;

(13) provide a description of the services which the State agency
makes available to maintain and strengthen family life for children,
including a description of the steps taken to assure, in the provision
of such services, maximum utilization of other agencies providing
similar or related services;



(14) provide for the development and application of a program
for such family services as defined in section 406 (d) and child welfare
services, as defined in section 425, for each child and relative who re-
ceives aid to families with dependent children and each appropriate in-
dividual (living in the same home as a relative and child receiving such
aid whose needs are taken into account in making the determination un-
der clause (7)), as may be necessary in the light of the particular home
conditions and other needs of such child, relative, and individuals, in
order to assist such child, relative, and individuals to attain or retain
capability for self-support and care and in order to maintain and
strengthen family life and to foster child development;

(15) provide (A) for the development of a program, for each appro-
priate relative and dependent child receiving aid under the plan and
for each appropriate individual (living in the same home as a relative
and child receiving such aid) whose needs are taken into account in
making the determination under clause (7), for preventing or reducing
the incidence of births out of wedlock and otherwise strengthening
family life, and for implementing such program by assuring that in all
appropriate cases (including minors who can be considered to be sex-
ually active) family planning services are offered to them and are
provided promptly (directly or under arrangements with others) to
all individuals voluntarily requesting such services,1 but acceptance of
family planning services provided under the plan shall be voluntary
on the part of such members and individuals and shall not be a prereq-
uisite to eligibility for or the receipt of any other service under the
plan; and (B) to the extent that services provided under this clause or
clause (14) are furnished by the staff of the State agency or the local
agency administering the State plan in each of the political subdivi-
sions of the State, for the establishment of a single organizational unit
in such State or local agency, as the case may be, responsible for the
furnishing of such services;

(16) [provide] provide-(A) that the State agency ,ill provide
such services as are necessary to aid the preention. identification, and
treatment of child abuse and neglect and, wherever feasible, to make it
possible for the child to remain in the home; and (B) that where the
State agency has reason to believe that the home in which a relative
and child receiving aid reside is unsuitable for the child because of
the neglect, abuse, or exploitation of such child it shall bring such
condition to the attention of the appropriate court or, other agency,
includbig law enforcement agencies, in the State providing such data
with respect to the situation it may have;

[(17) provide-
[A) for the development and implementation of a program

under which the State agency will undertake--
[(i) in the case of a child born out of wedlock who is re-

ceiving aid to families with dei)endent children to establish
the paternity of such child and secure support for him, and

[(ii) in te case of any child receiving such aid who has
been deserted or abandoned by his parent, to secure support
for such child from such parent (or from any other person
legally liable for such support), utilizing any reciprocal ar-
rangements adopted with other States to obtain or enforce
court orders for support, and
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[(B) for the establishment of a single organizational unit in
the State agency or local agency administering the State plan in
each political subdivision which will be responsible for the admin-
istration of the program referred to in clause (A) ;

((18) provide for entering into cooperative arrangements with ap-
propriate courts and law enforcement officials (A) to assist the State
agency in administering the program referred to in clause (17) (A),
including the entering into of financial arrangements with such courts
and officials in order to assure optimum results under such program,
and (B) with respect to any other matters of common concern to
such courts or officials and the State agency or local agency administer-
ing the State plan:]

(19) provide-
(A) that every individual, as a condition of eligibility for and

under this part, shall register for manpower services, training,
and employment as provided by regulations of the Secretary of
Labor, unless such individual is-

(i) a child who is under age 16 or attending school full
time;

(ii) a person who is ill, incapacitated, or of advanced age;
(iii) a person so remote from a work incentive project

that his effective participation is precluded;
(iv) a person whose presence in the home is required be-

cause of illness or incapacity of another member of the house-
hold;

(v) a mother or other relative of a child under the age of
six who is caring for the child; or

(vi) the mother or other female caretaker of a child, if
the father or another adult male relative is in the home and
not excluded by clause (i), (ii), (iii), or (iv) of this subpara-
graph (unless he has failed to register as required by this
subparagraph, or has been found by the Secretary of Labor
under section 433 (g) to have refused without good cause to
participate under a work incentive program or accept em-
ployment as described in subparagraph (F) of this para-
graph) ;

and that any individual referred to in clause (v) shall be advised
of her option to register, if she so desires, pursuant to this para-
graph, and shall be informed of the child care services (if any)
which will be available to her in the event she should decide so
to register;

(B) that aid under the plan will not be denied by reason of
such registration or the individual's certification to the Secretary
of Labor under subparagraph (G) of this paragraph, or by
reason of an individual's participation on a project under the
program established by section 432(b) (2) or (3) ;

(C) for arrangements to assure that there will be made a
non-Federal contribution to the work incentive programs estab-
lished by part C by appropriate agencies of the State or private
organizations of 10 per centum of the cost of such programs, as
specified in section 435 (b) ;

(D) that (i) training incentives authorized under section 434,
and income derived from a special work project under the pro-
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gram established by section 432(b) (3) shall be disregarded in
determining the needs of an individual under section 402 (a) (7),
and (ii) in determining such individual's needs the additional
expenses attributable to his participation in a program estab-

lished by section 432(b) (2) or (3) shall be taken into account:
(E) [Repealed].
(F) that if and for so long as any child, relative, or individual

(certified to the Secretary of Labor pursuant to subparagraph
(G)) has been found by the Secretary of Labor under section
433(g) to have refused without good cause to participate under a
work incentive program established by part C with respect to
which the Secretary of Labor has determined his participation is
consistent with the purposes of such part C, or to have refused
without good cause to accept employment in which he is able to
engage which is offered through the public employment offices of
the State, or is otherwise offered by an employer if the offer of
such employer is determined, after notification by him, to be a
bona fide offer of employment-

(i) if the relative makes such refusal, such. relative's
needs shall not be taken into account in making the deter-
mination under clause (7), and aid for any dependent child
in the family in the form of payments of the type described
in section 406(b) (2) (which in such a case shall be without
regard to clauses (A) through (E) thereof) or section 408
will be made;

(ii) aid with respect to a dependent child will be denied
if a child who is the only child receiving aid in the family
makes such refusal;

(iii) if there is more than one child receiving aid in
the family, aid for any such child will be denied (and his
needs will not be taken into account in making the deter-
mination under clause (7)) if that child makes such refusal;
and

(iv) If such individual makes such refusal, such individ-
ual's needs shall not be taken into account in making the
determination under clause (7) ;

except that the State agency shall for a period of sixty days, make
payments of the type described in section 406(b)(2) (without
regard to clauses (A) through (E) thereof) on behalf of the rela-
tive specified in clause (i), or continue aid in the case of a child
specified in clause (ii) or (iii), or take the individual's needs into
account in the case of an individual specified in clause (iv), but
only if during such period such child, relative, or individual ac-
cepts counseling or other services (which the State agency shall
make available to such child, relative, or individual) aimed at
jersuading such relative, child, or individual, as the case may be,
to participate in such program in accordance with the determina-
tion of the Secretary of Labor; and

(G) that the State agency will have in effect a special program
which (i) will be a dministered by a separate administrative unit
and the employees of which will, to the maximum extent feasible,
perform swr\ices only in connection with the administration of
such program, (ii) 'will provide (through arrangements with
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others or otherwise) for individuals who have been registered
pursuant to subparagraph (A), in accordance with the order of
priority listed in section 433 (a), such health, vocational rehabili-
tation, counseling, child care, and other social and supportive
services as are necessary to enable such individuals to accept em-
ployment or receive manpower training provided under part C,
and will, when arrangements have been made to provide neces-
sary supportive services, including child care, certify to the Secre-
tary of Labor those individuals who are ready for employment
or training under part C, (iii) will participate in the develop-
ment of operational and employability plans under section 433
(b); and (iv) provides for purposes of clause (ii), that, when
more than one kind of child care is ax ailable, the mother may
choose the type, but she may not refuse to accept child care serv-
ices if they are available;

(20) effective July 1, 1969, provide for aid to families with de-
pendent children in the form of foster care in accordance with section
408;

[(21) provide that the State agency will report to the Secretary,
at such times (not less often than once each calendar quarter) and in
such manner as the Secretary may prescribe-

[(A) the name, and social security account number, if known.
of each parent of a dependent child or children with respect to
whom aid is being provided under the State plan-

[ (i) against whom an order for the support and mainte-
nance of such child or children has been issued by a court of
competent jurisdiction but who is not making payments in
compliance or partial compliance with such order, or against
whom a petition for such an order has been filed in a court
having jurisdiction to receive such petition, and

[(ii) whom it has been unable to locate after requesting and
utilizing information included in the files of the Department
of Health, Education, and Welfare maintained pursuant to
section 205.

[(B) the last known address of such parent and any informa-
tion it has with respect to the date on which such parent could
last be located at such address, and

C(C) such other in-formation as the Secretary may specify to
assist in carrying out the provisions of section 4i0;

[(22) provide that the State agency will, in accordance with stand-
ards prescribed by the Secretary, cooperate with the State agency
administering or supervising the administration of the plan of another
State under this part-

[(A) in locating a parent residing in such State (whether or not
permanently) against whom a petition has been filed in a court of
competent jurisdiction of such other State for the support and
maintenance of a child or children of such parent with respect to
whom aid is being provided under the plan of such other State,
and in securing compliance or good faith partial compliance by a
parent residing in such State (whether or not permanently) with
an order issued by a court of competent jurisdiction against such
parent for the support and maintenance of a child or children of



such parent with respect to whom aid is being provided under the
plan of such other State; and]

(23) provide that by July 1, 1969, the amounts used by the State
to determine the needs of individuals will have been adjusted to re-
flect fully changes in living costs since such amounts were established,.
and any maximums that the State imposes on the amount of aid paid
to families will have been proportionately adjusted; [and]

(24) provide that if an individual is receiving benefits under title
XVI, then, for the period for which such benefits are received, such
individual shall not be regarded as a member of a family for purposes
of determining the amount of the benefits of the family under this
title and his income and resources shall not be counted as income and
resources of a family under this title[.];

(25) provide (A) that, as a condition of eligibility under the plan,
each applicant for or recipient of aid shall furnish to the State agency
his social security account number (or numbers, if he has more than
one such number), and (B) that such State agency shall utilize such
account numbers, in addition to any other means of identification it
may determine to employ in the administration of such plan;

(26) provide that, as a condition of eligibility for aid, each appli-
cant or recipient will be required-

(A) to assign the State any rights to support from any other
person such applicant may have (i) in his own behalf or in behalf
of any other family member for whom the applicant is applying
for or receiving aid, and (ii) which have accrued at the time such
assignment is executed,

(R) to cooperate with the State (i) in establishing the pater-
nity of a child born out of wedlock with respect to whom aid is
claimed, and (ii) in obtaining support payments for such appli-
cant and for a child with respect to whom such aid is claimed,
or in obtaining any other payments or property due such appli-
cant or such child and that, if the relative with whom a child
is living is found to be ineligible because of failure to comply
with the requirements of this paragraph, any aid for which such
child is eligible will be provided n the form of protective pay-
ments as described in section 406(b) (2) (without regard to sub-
paragraphs (A) through (E) of such section); and

(27) provide, that the States have in effect a plan approved urder
part D and operate a child support program in conformity with such
plan.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes as a condition of eligibility for aid to families
with dependent children a residence requirement which denies aid
with respect to any child residing in the State (1) who has resided in
the State for one year immediately preceding the application for such
aid, or (2) who was born within one year immediately preceding the
application, if the parent or other relative with whom the child is liv-
ing has resided in the State for one year immediately preceding the
birth.

(e) The Secretary shall, on the basis of his review of the reports
received from the States under clause (15) of subsection (a), compile
such data as he believes necessary and from time to time publish his



findings as to the effectiveness of the programs developed and admin-
istered by the States under such clause. The Secretary shall annually
report to the Congress (with the first such report being made on or
before July 1, 1970) on the programs developed and administered by
each State under such clause (15).

Payment to States

See. 403. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall (subject to section 1130) pay to each State
which has an approved plan for aid and services to needy families
with children, for each quarter, beginning with the quarter commenc-
ing October 1, 1958-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during such quarter
as aid to families with dependent children under the State plan
(including expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments
under such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)-

(A) five-sixths of such expenditures, not counting so much
of any expenditure with respect to any month as exceeds
the product of $18 multiplied by the total number of recip-
ients of aid to families with dependent children for such
month (which total number, for purposes of this subsection,
means (i) the number of individuals with respect to whom
such aid in the form of money payments is paid for such
month, plus (ii) the number of other individuals with respect
to whom expenditures were made in such month as aid to
families with dependent children in the form of medical or
any other type of remedial care, plus (iii) the number of
individuals, not counted under clause (i) or (ii), with respect
to whom payments described in section 406(b) (2) are made
in such month and included as expenditures for purposes of
this paragraph or paragraph (2)) ;plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds (i) the product of $32
multiplied by the total number of recipients of aid to families
with dependent children (other than such aid in the form of
foster care) for such month, plus (ii) the product of $100
multiplied by the total number of recipients of aid to families
with dependent children in the form of foster care for such
month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to one-half of the total of the sums expended
during such quarter as aid to families with dependent children
under the State plan (including expenditures for premiums under
part B of Title XVIII for individuals who are recipients of
money payments under such plan and other insurance premiums
for medical or any other type of remedial care or the cost thereof)



not counting so much of any expenditure with respect to any

month as exceeds $18 multiplied by the total number of recipients

of such aid for such month; and
(3) in the case of any State, an amount equal to the sum of

the following proportions of the total amounts expended during

such quarter as found necessary by the Secretary of Health, Edu-

cation, and Wlfare for the proper and efficient administration

of the State pl ii-
(A) 75 per centum of so much of such expenditures as are

for-
(i) any of the services which the State determines

should be provided, including those described in clauses
(14) and (15) of section 402(a) which are provided to

any child or relative who is receiving aid under the plan,
or to any other individual (living in the same home as
such relative and child) whose needs are taken into ac-
count in making the determination under clause (7) of
such section,

(ii) any of the services described in [clauses (14) and
(15) of section 402(a)] subparagraph (A) (i) which are
provided to any child or relative who is applying for aid
to families with dependent children or who[, within such
period or periods as the Secretary may prescribe.] as
dctern ied by the State has been or is Iikely to become
an applicant forr recipient of su, h aid.

(iii) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political sub-
division,

(B) one-half of the remainder of such expenditures.
[The services referred to in subparagraph (A) shall include only-

[(C) services provided by the staff of the State agency, or
of the local agency administering the State plan in the polit-
ical subdivision: Provided, That no funds authorized under
this part shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the admin-
istration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof
pursuant to agreement under subparagraph (D), if provided
by such staff, and

[ (D) under conditions which shall be prescribed by the Sec-
retary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise rea-
sonably available to individuals in need of them, and which
are provided, pursuant to agreement with the State agency,
by the State health authority or the State agency or agencies
administering or supervising the administration of the State
plan for vocational rehabilitation services approved under



the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies) ;

except that services described in clause (ii) of subparagraph (C)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services so
approved; and except that, to the extent specified by the Secre-
tary2, child-welfare services, family planning services, and family
services may be provided from sources other than those referred
to in subparagraphs (C) and (D). The portion of the amount
expended for administration of the State plan to which subpara-
graph (A) applies and the portion thereof to which subpara-
graph (B) applies shall be determined in accordance with such
methods and procedures as may be permitted by the Secretary.]

(4) [Repealed]
(5) in the case of any State, an amount equal to 50 per centum

of the total amount expended under the State plan during such
quarter as emergency assistance to needy families with children.

The number of individuals with respect to whom payments de-
scribed in section 406(b) (2) are made for any month, who may be
included as recipients of aid to families with dependent children for
purposes of paragraph (1) or (2), may not exceed 10 per centum of
the number of other recipients of aid to families with dependent chil-
dren for such month. In computing such 10 percent, there shall not
be taken into account individuals with respect to whom such pay-
ments are made for any month in accordance with section 402 (a) (19)
(F).

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection and stating the amount appropriated or made available
by the State and its political subdivisions for such expenditures
in such quarters, and if such amount is less than the State's pro-
portionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be
derived, (B) records showing the number of dependent children
in the State, and (C) such other investigation as the Secretary
may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which the
Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount
which should have been paid to the State for such quarter, and
(B) reduced by a sum equivalent to the pro rata share to which
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the United States is equitably entitled, as determined by the Sec-

retary of Health, Education, and Welfare, of the net amount re-

covered during any prior quarter by the State or any political sub-

division thereof with respect to aid to families with dependent

children furnished under the State plan; except that such in-

creases or reductions shall not be made to the extent that such

sums have been applied to make the amount certified for any

prior quarter greater or less than the amount estimated by the

Secretary of Health, Education, and Welfare for such prior
quarter.

(3) The Secretary of the Treasury shall thereupon, through

the Fiscal Service of the Treasury Department and prior to audit

or settlement by the General Accounting Office, pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(c) Notwithstanding any other provision of this Act, the Federal

share of assistance payments under this part shall be reduced with re-

spect to any State for any fiscal year after June 30, 1973, by one per-

centage point for each percentage point by which the number of indi-

viduals certified, under the program of such State established pur-

suant to section 402(a) (19) (G). to the local employment office of the

State as being ready for employment or training under part C, is less
than 15 per centum of the average number of individuals in such State
who, during such yeair, are required to be registered pursuant to sec-
tion 402(a) (19) (A).

(d) (1) Notwithstanding subparagraph (A) of subsection (a) (3)
the rate specified in such subparagraph shall be 90 per centum (rather
than 75 per centum) with respect to social and supportive services pro-
vided pursuant to section 402 (a) (19) (G).

(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 30, 1973, not more than $750,000,000 shall
be appropriated to the Secretary for payments with respect to services
to which paragraph (1) applies.

(e) Notwithstanding any other provision of subsection (a), with
respect to expenditures during any calendar quarter beginning after
December 31, 1972 (as found necessary by the Secretary for the proper
and efficient administration of the plan) which are attributable to the
offering, arranging, and furnishing, directly or on a contract basis,
of family planning services and supplies, the amount payable to any
State under this part shall be 90 per centum of such expenditures.

(f) Notwithstanding any other provision of this section, the amount
payable to any State under this part for quarters in a fiscal year shall
with respect to quarters in fiscal years beginning after June 30, 1973,
be reduced by 1 per centum (calculated without regard to any reduc-
tion under Pection 403(fl ) of such amount if such State--

(1) in the immediately preceding fiscal year failed to carry
out the provisions of section 402(a) (15) (B)'as pertain to requir-
ing the offering and arrangement for provision of family plan-
ning services; or

(2) in the immediately preceding fiscal year (but, in the case

of the fiscal year beginning July 1.1972, only considering the third
and fourth quarters thereof), tailed to carry out the provisions of
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section 402(a) (15) (B) of the Social Security Act with respect
to any individual who, within such period or periods as the Secre-
tary may prescribe, has been an applicant for or recipient of aid
to families with dependent children under the plan of the State
approved under this part.

(g) Notwithstanding any other provision of this section, the
amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
June 30, 1974, be reduced by 1 per centum (calculated without regard
to any reduction under section 403 (f)) of such amount if such State
fails to-

(1) inform all families in the State receiving aid to families
with dependent children under the plan of the State approved
under this part of the availability of child health screening serv-
ices under the plan of such State approved under title XIX

(2) provide or arrange for the provision of such screening
services in all cases where they are requested, or

(3) arrange for (directly or through referral to appropriate
agencies, organizations, or individuals) corrective treatment the
need for which is disclosed by such child health screening
services.

(h) Notwithstanding any other provision of this Act, the amount
payable to any State under this part for quarters in a fiscal year shall
with respect to quarters beginning after December 31, 1975, be reduced
by 5 per century of such amount if such State is found by the Secretary
as the result of the annual audit to have failed to have an effective
program meeting the requirements of section 402(a) (27) in any fiscal
year beginning after June 30, 1975 (but, in the case of the fiscal year
beginning July 1, 1975, only considering the third and fourth quarters
thereof). Operation of State Plans

Sec. 404. (a) In the case of any State plan for aid and services
to needy families with children which has been approved by the Sec-
retary of Health, Education, and Welfare, if the Secretary, after rea-
sonable notice and opportunity for hearing to the State agency admin-
istering or supervising the administration of such plan, finds-

(1) that the plan has been so changed as to impose any resi-
dence requirement prohibited by section 402 (b), or that in the
administration of the plan any such prohibited requirement is
imposed, with the knowledge of such State agency, in a substan-
tial number of cases; or

(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 402
(a) to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until he is so satisfied he shall make no fur-
ther payments to such State (or shall limit payments to categories
under or parts of the State plan not affected by such failure).

22-369-73------9
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(b) No payment to which a State is otherwise entitled under this
title for any period before September 1, 1962, shall be withheld by
reason of any action taken pursuant to a State statute which requires
that aid be denied under the State plan approved under this part with
respect to a child because of the conditions in the home in which the
child resides; nor shall any such payment be withheld for any period
beginning on or after such date by reason of any action taken pursu-
ant to such a statute if provision is otherwise made pursuant to a State
statute for adequate care and assistance with respect to such child.

(c) No State shall be found, prior to January 1, 1976, to have failed
substantially to comply with the requirements of section 402(a) (27)
if, in the judgment of the Secretary, such State is making a good faith
effort to implement the program required by such section.

(d) After December 31, 1975, in the case of any State which is found
to have failed substantially to comply with the requirements of section
402(a) (27), the reduction in any amount payable to such State re-
quired to be imposed under section 403(h) shall be imposed in lieu of
any reduction, with respect to such failure, which would otherse be
required to be imposed under this section.

Use of Payments for Benefit of Child

Sec. 405. Whenever the State agency has reason to believe that any
payments of aid to families with dependent children made with respect
to a child are not being or may not be used in the best interests of the
child, the State agency may provide for such counseling and guidance
services with respect to the use of such payments and the management
of other funds by the relative receiving such payments as it deems
advisable in order to assure use of such payments m the best interests
of such child, and may provide for advising such relative that con-
tinued failure to so use such payments will result in substitution there-
for of protective payments as provided under section 406 (b) (2), or in
seeking appointment of a guardian or legal representative as provided
in section 1111, or in the imposition of criminal or civil penalties
authorized under State law if it is determined by a court of competent
jurisdiction that such relative is not using or has not used for the bene-
fit of the child any such payments made or that purpose; and the pro-
vision of such services or advice by the State agency (or the taking of
the action specified in such advice) shall not serve as a basis for with-
holding funds from such State under section 404 and shall not prevent
such payments with respect to such child from being considered aid to
families with dependent children.

Definitions

Sec. 406. When used in this part-
(a) The term "dependent child" means a needy child (1) who

has been deprived of parental support or care by reason of the death,
continued absence from the home, or physical or mental incapacity
of a parent, and who is living with his father, mother, grandfather,
grandmother, brother, sister, stepfather, stepmother, stepbrother, step-
sister, uncle, aunt, first cousin, nephew, or niece in a place of residence
maintained by one or more of such relatives as his or their own home,



and (2) who is (A) under the age of eiAhteen, or (B) under the age
of twenty-one and (as determined by te State in accordance with
standards prescribed by the Secretary) a student regularly attending
a school, college, or university, or regularly attending a course of
vocational or technical training designed to fit him for gainful
employment;

(b) The term "aid to families with dependent children" means
money payments with respect to, or (if provided in or after the third
month before the month in which the recipient makes application for
aid) medical care in behalf of or any type of remedial care recognized
under State law in behalf of, a dependent child or dependent children,
and includes (1) money payments or medical care or any type of
remedial care recognized under State law to meet the needs of the
relative with whom any dependent child is living (and the spouse of
such relative if living with him and if such relative is the child's par-
ent and the child is a dependent child by reason of the physical or
mental incapacity of a parent or is a dependent child under section
407), and (2) payments with respect to any dependent child (includ-
ing payments to meet the needs of the relative, and the relative's
spouse, with whom such child is living, and the needs of any other indi-
vidual living in the same home if such needs are taken into account
in making the determination under section 402 (a) (7)) which do not
meet the preceding requirements of this subsection but which would
meet such requirements except that such payments are made to an-
other individual who (as determined in accordance with standards
prescribed by the Secretary) is interested in or concerned with the
welfare of such child or relative, or are made on behalf of such child
or relative directly to a person furnishing food, living accommoda-
tions, or other goods, services, or items to or for such child, relative
or other individual, but only with respect to a State whose State plan
approval under section 402 includes provision for-

(A) determination by the State agency that the relative of
the child with respect to whom such payments are made has such
inability to manage funds that making payments to him would
be contrary to the welfare of the child and, therefore, it is neces-
sary to provide such aid with respect to such child and relative
through payments described in this clause (2) ;

(B) undertaking and continuing special efforts to develop
greater ability on the part of the relative to manage funds in
such manner as to protect the welfare of the family;

(C) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditions justifying such
determination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that the need for such payments is
continuing, or is likely to continue, beyond a period specified
by the Secretary;

(D) aid in the form of foster home care in behalf of children
described in section 408 (a) ; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made;



(c) The term "relative with whom any dependent child is living"
means the individual who is one of the relatives specified in subsection
(a) and with whom such child is living (within the meaning of such
subsection) in a place of residence maintained by such individual
(himself or together with any one or more of the other relatives so

specified) as his (or their) own home.
(d) The term "family services" means services to a family or any

member thereof for the purpose of preserving, rehabilitating, reunit-
ing, or strengthening the family, and such other services as will assist
members of a family to attain or retain capability for the maximum
self support and personal independence.

(e) (1) The term "emergency assistance to needy families with chil-
dren" means any of the following, furnished for a period not in ex-
cess of 30 days in any 12-month period, in the case of a needy child
under the age 21 who is (or, within such period as may be specified
by the Secretary, has been) living with any of the relatives specified
in subsection (a) (1) in a place of residence maintained by one or more
of such relatives as his or their own home, but only where such child
is without available resources, the payments, care, or services involved
are necessary to avoid destitution of such child or to provide living
arrangements in a home for such child, and such destitution or need
for living arrangements did not arise because such child or relative
refused without good cause to accept employment or training for
employment-

(A) money payments, payments in kind, or such other pay-
ments as the State agency may specify with respect to, or medical
care or any other type of remedial care recognized under State
law on behalf of, such child or any other member of the house-
hold in which he is living, and

(B) such services as may be specified by the Secretary;
but only with respect to a State whose State plan approved under sec-
tion 402 includes provision for such assistance.

(2) Emergency assistance as authorized under paragraph (1) may
be provided under the conditions specified in such paragraph to mi-
grant workers with families in the State or in such part or parts
thereof as the State shall designate.

(f) Notwithstamding the provisions of subsection (b), the term -'aid
to families with dependent children" does not nean payments with
respect to a parent (or other individual whose needs such State deter-
mines should be considered in determining the need of the child or
relative claiming aid under the plan of such State approved under this
part) of a child who fails to cooperate with any agency or official of
the State in obtaining such support payments for such child. Nothing
in this subsection shall be construed to make an otherwise eligible child
ineligible for protective payments because of the failure of such parent
(or such other in~evidul) to so cooperate.

Dependent Children of Unemployed Fathers

Sec. 407. (a) The term "dependent child" shall, notwithstanding
section 406 (a), include a needy child who meets the requirements of
action 406(a) (2), who has been deprived of parental support or

care by reason of the unemployment (as determined in accordance



with standards prescribed by the Secretary) of his father, and who
is living with any of the relatives specified in section 406(a) (1) in
a place of residence maintained by one or more of such relatives as
his (or their) own home.

(b) The provisions of subsection (a) shall be applicable to a State
if the State's plan approved under section 402-

(1) requires the payment of aid to families with dependent
children with respect to a dependent child as defined in subsection
(a) when-

(A) such child's father has not been employed (as deter-
mined in accordance with the standards prescribed by the
Secretary) for at least 30 days prior to the receipt of such
aid,

(B) such father has not without good cause, within such
period (of not less than 30 days) as may be prescribed by the
Secretary, refused a bona fide offer of employment or train-
ing for employment, and

(C) (i) such father has 6 or more quarters of work (as
defined in subsection (d) (1)) in any 13-calendar-quarter
period ending within one year prior to the application for
such aid or (ii) he received unemployment compensation
under an unemployment compensation law of a State or of
the United States, or he was qualified (within the meaning of
subsection (d) (3)) for unemployment compensation under
the unemployment compensation law of the State, within one
year prior to the application for such aid; and

(2) provides-
(A) for such assurances as will satisfy the Secretary that

fathers of dependent children as defined in subsection (a)
will be certified to the Secretary of Labor as provided in
section 402(a) (19) within thirty days after receipt of aid
with respect to such children;

(B) for entering into cooperative arrangements with the
State agency responsible for administering or supervising the
administration of vocational education in the State, designed
to assure maximum utilization of available public vocational
education services and facilities in the State in order to en-
courage the retraining of individuals capable of being re-
trained; and

(C) for the denial of aid to families with dependent chil-
dren to any child or relative specified in subsection (a)-

(i) if, and for so long as, such child's father is not cur-
rently registered with the public employment offices in
the State; and

(ii) with respect to any week for which such child's
father receives unemployment compensation under an
unemployment compensation law of a State or of the
United States.

(c) Notwithstanding any other provisions of this section, expendi-
tures pursuant to this section shall be excluded from aid to families
with dependent children (A) where such expenditures are made under
the plan with respect to any dependent child as defined in subsection



(a), (i) for any part of the 30-day period referred to in subparagraph
(A) of subsection (b) (1), or (ii) for any period prior to the time

when the father satisfies subparagraph (B) of such subsection, and
(B) if, and for as long as, no action is taken (after the 30-day period
referred to in subparagraph (A) of subsection (b) (2), under the
program therein specified, to certify such father to the Secretary of
abor pursuant to section 402(a) (19),
(d) For purposes of this section-

(1) the term "quarter of work" with respect to any individual
means a calendar quarter in which such individual received earned
income of not less than $50 (or which is a "quarter of coverage"
as defined in section 213(a) (2)), or in which such individual
participated in a community work and training program under
section 409 or any other work and training program subject to the
limitations in section 409, or the work incentive program estab-
lished under part C;

(2) the term "calendar quarter" means a period of 3 consecu-
tive calendar months ending on March 31, Jume 30, September 30,
or December 31; and

(3) an individual shall be deemed qualified for unemployment
compensation under the State's unemployment compensation law
if-

(A) he would have been eligible to receive such unemploy-
ment compensation upon filing application, or

(B) he performed work not covered under such law and
such work, if it had been covered, would (together with any
covered work he performed) have made him eligible to receive
such unemployment compensation upon filing application.

Federal Payments for Foster Home Care of Dependent Children

Sec. 408. Effective for the period beginning May 1, 1961-
(a) the term "dependent child" shall, notwithstanding section

406 (a), also include a child (1) who would meet the requirements
of such section 406(a) or of section 407, except for his removal
after April 30, 1961, from the home of a relative (specified in such
section 406(a) ) as a result of a judicial determination to the effect
that continuation therein would be contrary to the welfare of such
child, (2) whose placement and care are the responsibility of (A)
the State or local agency administering the State plan approved
under section 402, or (B) any other public agency with whom the
State agency administering or supervising the administration of
such State plan has made an agreement which is still in effect and
which includes provision for assuring development of a plan,
satisfactory to such State agency, for such child as provided in
paragraph (f) (1) and such other provisions as may be necessary
to assure accomplishment of the objectives of the State plan
approved under section 402, (3) who has been placed in a foster
family home or child-care institution as a result of such deter-
mination, and (4) who (A.) received aid under such State plan
in or for the month in which court proceedings leading to such
determination were initiated, or (B) (i) would have received such
aid in or for such month if application had been made therefor,



or (ii) in the case of a child who had been living with a relative
specified in section 406(a) within six months prior to the month
in which such proceedings were initiated, would have received such
aid in or for such month if in such month he had been living with
(and removed from the home of) such a relative and application
had been made therefor;

(b) the term "aid to families with dependent children" shall,
notwithstanding section 406 (b), include also foster care in behalf
of a child described in paragraph (a) of this section-

(1) in the foster family home of any individual, whether
the payment therefor is made to such individual or to a public
or nonprofit private child-placement or child-care agency, or

(2) in a child-care institution, whether the payment there-
for is made to such institution or to a public or nonprofit
private child-placement or child-care agency, but subject to
limitations prescribed by the Secretary with a view to includ-
ing as "aid to families with dependent children" in the case of
such foster care in such institutions only those items which
are included in such term in the case of foster care in the foster
family home of an individual;

(c) the number of individuals counted under clause (A) of
section 403 (a) (1) for any month shall include individuals (not
otherwise included under such clause) with respect to whom ex-
penditures were made in such months as aid to families with
dependent children in the form of foster care; and

(d) services described in paragraph (f) (2) of this section shall
be considered as part of the administration of the State plan for
purposes of section 403(a) (3) ;

but only with respect to a State whose State plan approved under
section 401-

(e) includes aid for any child described in paragraph (a) of
this section, and

(f) includes provision for (1) development of a plan for each
such child (including periodic review of the necessity for the
child's being in a foster family home or child-care institution)
to assure that he receives proper care and that services are pro-
vided which are designed to improve the conditions in the home
from which he was removed or to otherwise make possible his
being placed in the home of a relative specified in section 406(a),
and (2) use by the State or local agency administering the State
plan, to the maximum extent practicable, in placing such a child in
a foster family home or child-care institution, of the services of
employees, of the State public-welfare agency referred to in sec-
tion 522(a) (relating to allotments to States for child welfare
services under part 3 of title V) or of any local agency participat-
ing in the administration of the plan referred to in such section,
who perform functions in the administration of such plan.

For the purposes of this section, the term "foster family home"
means a foster family home for children which is licensed by the State
in which it is situated or has been approved, by the agency of such
State responsible for licensing homes of this type, as meeting the
standards established for such licensing; and the term "child-care in-
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stitution" means a nonprofit private child-care institution which is
licensed by the State in which it is situated or has been approved, by
the agency of such State responsible for licensing or approval of in-

stitutions of this type, as meeting the standards established for such
licensing.

Community Work and Training Programs

See. 409. (a) For the purpose of assisting the States in encourag-
ing, through community work and training programs of a construc-
tive nature, the conservation of work skills and the development of
new skills for individuals who have attained the age of 18 and are
receiving aid to families with dependent children, under conditions
which are designed to assure protection of the health and welfare of
such individuals and the dependent children involved, expenditures
(other than for medical or any other type of remedial care) for any
mouth with respect to a dependent child (including payments to meet
the needs of any relative or relatives, specified in section 406(a), with
whom he is living) under a State plan approved under section 402
shall not be excluded from aid to families with dependent children
because such expenditures are made in the form of payments for
work performed in such month by any one or more of the relatives
with whom such child is living if such work is performed for the
State agency or any other public agency under a program (which
need not be in effect in all political subdivisions of the State) admin-
istered by or under the supervision of such State agency, if there is
State financial participation in such expenditures, and if such State
plan includes-

(1) provisions which, in the judgment of the Secretary, pro-
vide reasonable assurance that-

(A) appropriate standards for health, safety, and other
conditions applicable to the performance of such work by
such relatives are established and maintained;

(B) payments for such work are at rates not less than
the minimum rate (if any) provided by or under State law
for the same type of work and not less than the rates prevail-
ing on similar work in the community;
(C) such work is performed on projects which serve a

useful public purpose, do not result either in displacement of
regular workers or in the performance by such relatives of
work that would otherwise be performed by employees of
public or private agencies, institutions, or organizations, and
(except in cases of projects which involve emergencies or
which are generally of a nonrecurring nature) are of a type
which has not normally been undertaken in the past by the
State or community, as the case may be;

(D) in determining the needs of any such relative, any
additional expenses reasonably attributable to such work will
be considered;
(E) any such relative shall have reasonable opportunities

to seek regular employment and to secure any appropriate
training or retraining which may be available;



(F) any such relative will, with respect to the work so per-
formed, be covered under the State workmen's compensation
law or be provided comparable protection; and

(G) aid under the plan will not be denied with respect to
any such relative (or the dependent child) for refusal by such
relative to perform any such work if he has good cause for
such refusal;

(2) provision for entering into cooperative arrangements with
the system of public employment offices in the State looking to-
ward employment or occupational training of any such relatives
performing work under such program, including appropriate pro-
vision for registration and periodic reregistration of such relatives
and for maximum utilization of the job placement services and
other services and facilities of such offices;

(3) provision for entering into cooperative arrangements with
the State agency or agencies responsible for administering or su-
pervising the administration of vocational education and adult
education in the State, looking toward maximum utilization of
available public vocational or adult education services and facili-
ties in the State in order to encourage the training or retraining
of any such relatives performing work under such program and
otherwise assist them in preparing for regular employment;

(4) provision for assuring appropriate arrangements for the
care and protection of the child during the absence from the home
of any such relative performing work under such program in
order to assure that such absence and work will not be inimical
to the welfare of the child;

(5) provision that there be no adjustment or recovery by the
State or any political subdivision thereof on account of any pay-
ments which are correctly made for such work; and

(6) such other provisions as the Secretary finds necessary to
assure that the operation of such program will not interfere with
achievement of the objectives set forth in section 401.

(b) In the case of any State which makes expenditures in the form
described in subsection (a) under its State plan approved under sec-
tion 402, the proper and efficient administration of the State plan, for
purposes of section 403(a) (3) and (4) may not include the cost of
making or acquiring materials or equipment in connection with the
work performed under a program referred to in subsection (a) or the
cost of supervision of work under such program, and may include only
such other costs attributable to such programs as are permitted by the
Secretary.

[Assistance by Internal Revenue Service in Locating Parents

[See. 410. (a) Upon receiving a report from a State agency made
pursuant to section 402(a) (21), the Secretary shall furnish to the
Secretary of the Treasury or his delegate the names and social security
account numbers of the parents contained in such report, and the name
of the State agency which submitted such report. The Secretary of the
Treasury or his delegate shall endeavor to ascertain the address of
each such parent from the master files of the Internal Revenue Serv-
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ice, and shall furnish any address so ascertained to the State agency
which submitted such report.

[(b) There are hereby authorized to be appropriated such sums
as may be necessary to carry out the provisions of subsection (a). The
Secretary shall transfer to the Secretary of the Treasury from time to
time sufficient amounts out of the monies appropriated pursuant to
this subsection to enable him to perform his functions under subsection
(a).]

Part B-Child-Welfare Services

Appropriation

Sec. 420. For the purpose of enabling the United States, through
the Secretary, to cooperate with State public welfare agencies n
establishing, extending, and strengthening child-welfare services, the
following sums are hereby authorized to be appropriated: $196,000,000
for the fiscal year ending June 30, 1973, $211,000,000 for the fiscal year
ending June 30, 1974, $226,000,000 for the fiscal year ending June 30,
1975, $246,000,000 for the fiscal year ending June 30, 1976, and $266,-
000,000 for each fiscal year thereafter.

Allotments to States

See. 421. The sum appropriated pursuant to section 420 for each
fiscal year shall be allotted by the Secretary for use by cooperating
State public welfare agencies which have plans developed jointly by
the State agency and the Secretary, as follows: He shall allot $70,000
to each State, and shall allot to each State an amount which bears the
same ratio to the remainder of the sum so appropriated for such year
as the product of (1) the population of such State under the age of
21 and (2) the allotment percentage of such State (as determined
under section 423) bears to the sum of the corresponding products
of all the States.

Payment to States

Sec. 422. (a) From the sums appropriated therefor and the allot-
ment available under this part, the Secretary shall from time to time
pay to each State-

(1) that has a plan for child-welfare services which has been
developed as provided in this part and which-

(A) provides that (i) the State agency designated pursuant
to section 402(a) (3) to administer or supervise the adminis-
tration of the plan of the State approved under part A of
this title will administer or supervise the administration of
such plan for child-welfare services and (ii) to the extent
that child-welfare services are furnished by the staff of the
State agency or local agency administering such plan for
child-welfar'e services, the organizational unit in such State
or local agency established pursuant to section 402(a) (15)
will be responsible for furnishing such child-welfare services,

(B) provides for coordination between the services pro-
vided under such plan and the services provided for depend-
ent children under the State plan approved under part A



of this title, with a view to provision of welfare and related
services which will best promote the welfare of such children
and their families, [and]

(C) provides, with respect to day care services (includ-
ing the provision of such care) provided under this title-

(i) for cooperative arrangements with the State
health authority and the State agency primarily respon-
sible for State supervision of public schools to assure
maximum utilization of such agencies in the provision of
necessary health services and education for children re-
ceiving day care,

(ii) for an advisory committee, to advise the State
public welfare agency on the general policy involved in
the provision of day care services under the plan, which
shall include among its members representatives of other
State agencies concerned with day care or services related
thereto and persons representative of professional or
civic or other public or nonprofit private agencies, orga-
nizations, or groups concerned with the provision of day
care,

(iii) for such safeguards as may be necessary to as-
sure provision of day care under the plan only in cases in
which it is in the best interest of the child and the mother
and only in cases in which it is determined, under criteria
established by the State, that a need for such care exists;
and, in cases in which the family is able to pay part or
all of the costs of such care, for payment of such fees as
may be reasonable in the light of such ability,

(iv) for giving priority, in determining the existence
of need for such day care, to members of low-income, or
other groups in the population, and to geographical
areas, which have the greatest relative need for extension
of such day care, and

(v) that day care provided under the plan will be
provided only in facilities (including private homes)
which are licensed by the State, or approved (as meeting
the standards established for such licensing) by the State
agency responsible for licensing facilities of this type,
and

(vi) for the development and implementation of ar-
rangements for the more effective involvement of the
parent or parents in the appropriate care of the child
and the improvement of the health and development of
the child, and

(D) provides for the establishment and implementation of
protective services for children including, but not limited to-

(i) procedures for the discovery and reporting of in-
stances of neglect or abuse of children, including a sys-
tematio method for receiving reports of suspected or
known instances f child abuse or neglect on a twenty-
four hour a day basis,

(ii) use of the full resources of local commtnnsities in-
cluding public and nonprofit agencies and organizations



which provide services and activities that would be bene-
ficial to a child and his parents or guardians,

(iii) provisions of services, where feasible, to make it
possible for the child to remain in the home,

(iv) cooperation with the appropriate courts and law
enforcement ofials in instances of child neglect and
abuse, and

(v) a central collection point for all data and informa-
tion on child abuse and neglect, and

(2) that makes a satisfactory showing that the State is extend-
ing the provision of child-welfare services in the State, with
priority being given to communities with the greatest need for
such services after giving consideration to their relative financial
need, and with a view to making available by July 1, 1975, in
all political subdivisions of the State, for all children in need
thereof, child-welfare services provided by the staff (which shall
to the extent feasible be composed of trained child-welfare per-
sonnel) of the State public welfare agency or of the local agency
participating in the administration of the plan in the political
subdivision,

except that (effective July 1, 1969, or, if earlier, on the date as of
which the modification of the State plan to comply with this require-
ment with respect to subprofessional staff is approved) such plan
shall provide for the training and effective use of paid subprofessional
staff with particular emphasis on the full-time or part-time employ-
ment of persons of low income, as community service aideF, in the
administration of the plan and for the use of nonpaid or partially
paid volunteers in providing services and in assisting any advisory
committees established by the State agency, an amount equal to the
Federal share (as determined under section 423) of the total sum
expended under such plan (including the cost of administration of
the plan) in meeting the costs of State, district, county, or other local
child-welfare services, in developing State services for the encourage-
ment and assistance of adequate methods of community child-welfare
organization, in paying the costs of returning any runaway child who
has not attained the age of eighteen to his own community in another
State, and of maintaining such child until such return (for a period
not exceeding fifteen days), in cases in which such costs cannot be met
by the parents of such child or by any person, agency, or institution
legally responsible for the support of such child.-In developing such
services for children, the facilities and experience of voluntary agen-
cies shall be utilized in accordance with child-care programs and ar-
rangements in the State and local communities as may be authorized
by the State.

(b) The method of computing and paying such amounts shall be as
follows:

(1) The Secretary shall, prior to the beginning of each period
for which a payment is to be made, estimate the amount to be paid
to the State for such period under the provisions of subsection (a).

(2) From the allotment available therefor, the Secretary shall
pay the amount so estimated, reduced or increased, as the case may
e, by any sum (not previously adjusted under this section) by

which he finds that his estimate of the amount to be paid the State



for any prior period under this section was greater or less than
the amount which should have been paid to the State for such
prior period under this section.

Allotment Percentage and Federal Share

Sec. 423. (a) The "allotment percentage" for any State shall be
100 per centum less the State percentage; and the State percentage
shill be the percentage which bears the same ratio to 50 per centum as
the per capita income of such State bears to the per capita inconie of
the United States; except that (1) the allotment percentage shall in
no case be less than 30 per centum or more than 70 per centum, and
(2) the allotment percentage shall be 70 per centum in the case of
P'Ierto Rico, the Virgin Islands, and Guam.

(b) The "Federal share" for any State for any fiscal year shall be
100 per centum less that percentage which bears the same ratio to
50 per centumn as the per capita income of such States bears to the per
capita income of the United States, except that (1) in no case shall
the Federal share be less than 331/3 per centum or more than 66% per
centum, and (2) the Federal share shall be 66% per centumn in the ease
of Puerto Rico, the Virgin Islands, and Guam.

(c) The Federal share and allotment percentage for each State
shall be promulgated by the Secretary between July 1 and August
31 of each even-numbered year, on the basis of the average per capita
income of each State and of the United States for the three most
recent calendar years for which satisfactory data are available from
the Department of Commerce. Such promulgation shall be conclusive
for each of the two fiscal years in the period beginning July 1 next
succeeding such promulgation: Provided, That the Federal shares and
allotment percentages promulgated under section 524(c) of the Social
Security Act in 1966 shall be effective for purposes of this section for
the fiscal years ending June 30, 1968, and June 30, 1969.

(d) For purposes of this section, the term "United States" means
the fifty States and the District of Columbia.

Reallotment

Sec. 424. The amount of any allotment to a State under section 421
for any fiscal year which the State certifies to the Secretary will not
be required for carrying out the State plan developed as provided in
such section shall be available for reallotment from time to time, on
such dates as the Secretary may fix, to other States which the Secre-
tary determines (1) have need in carrying out their State plans so
developed for sums in excess of those previously allotted to them under
that section and (2) will be able to use such excess amounts during such
fiscal year. Such reallotments shall be made on the basis of the State
plans so developed, after taking into consideration the population
under the age of twenty-one, and the per capita income of each such
State as compared with the population under the age of twenty-one,
and the per capita income of all such States with respect to which such
a determination by the Secretary has been made. Any amount so real-
lotted to a State shall be deemed part of its allotment under section
421.



Definition

Sec. 425. For purposes of this title, the term "child-welfare serv-
ices" means public social services which supplement, or substitute for,
parental care and supervision for the purpose of (1) preventin- or
readying, or assisting in the solution of problems which may result
in, the neglect, abuse, exploitation, or delinquency of children. (2)
protecting and caring for homeless, dependent. or neglected children.
(3) protecting and promoting the welfare of children of working
mothers, and (4) otherwise protecting and promoting the welfare of
children, including the strengthening of their own homes where pos-
sible or, where needed, the provision of adequate care of children
away from their homes in foster family homes or day-care or other
child-care facilities.

Research, Training, or Demonstration Projects

Sec. 426. (a) There are hereby authorized to be appropriated for
each fiscal year such sums as the Congress may determine-

(1) for grants by the Secretary-
(A) to public or other nonprofit institutions of higher

learning, and to public or other nonprofit agencies and or-
ganizations engaged in research or child-welfare activities,
for special research or demonstration projects in the field of
child welfare which are of regional or national significance
and for special projects for the einonstration of new meth-
ods or facilities which show promise of substantial contri-
bution to the advancement of child welfare;

(B) to State or local public agencies responsible for admin-
istering, or supervising the administration of, the plan under
this part, for projects for the demonstration of the utilization
of research (including findings resulting therefrom) in the
field of child welfare in order to encourage experimental and
special ty pes of welfare services ; and

(C) to public or other nonprofit institutions of higher
learning for special projects for training personnel for w ork
in the field of child welfare. including- traineeslsipa with suchstipends and allowances as may be permitted by the Secre-
tary : and

(2) for contracts or jointly financed cooperative arrangements
with States and public and other organizations and agencies for
the conduct of research, special projects, or demonstration proj-
ects relating to such matters.

(b) Pavmonts of 'rants or inder contracts or cooe,'ative arrange-
ments under thiq section may be made in advance or y way of reim-
bursement, and in quch in ta'llments, as the Secretary may determine;
and shall be made on such conditions as the Secretary finds neces-
sary to carry out the plurposes of the ."rants. contracts, or other
arrangements. a

National Adoption Information Exchange System
Sec. 427. (a) TPie Sccc(c, of Health, Education, and Welfare is

h(?,,by authorized to ,oOcid information, utilizing computers and
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modern data processing methods, through a national adoption infor-
mation exchange system, to assist in the placement of children await-
ing adoption and in the location of children, including cooperative
efforts with any similar programs operated by or within foreign
countries, and such other related activities as would further or facili-
tate adoption.

(b) There are authorized to be appropriated $1,000,000 for the fiscal
year ending June 30, 1974, and such sums as may be necessary for
succeeding fiscal years, to carry out this section.

Part C-Work Incentive Program for Recipients of Aid Under
State Plan Approved Under Part A

Purpose

Sec. 430. The purpose of this part is to require the establishment of
a program utilizing all available manpower services, including those
authorized under other provisions of law, under which individuals re-
ceiving aid to families with dependent children will be furnished in-
centives, opportunities, and necessary services in order for (1) the
employment of such individuals in the regular economy, (2) the train
ing of such individuals for work in the regular economy, and (3) the
participation of such individuals in public service employment, thus
restoring the families of such individuals to independence and useful
roles in their communities. It is expected that the individuals partic-
ipating in the program established under this part will acquire a sense
of dignity, self-worth, and confidence which will flow from being rec-
ognized as a wage-earning member of society and that the example
of a working adult in these families will have beneficial effects on the
children in such families.

Appropriation

Sec. 431. (a) There is hereby authorized to be appropriated to the
Secretary of Health, Education, and Welfare for each fiscal year a
sum sufficient to carry out the purposes of this part. The Secretary of
Health, Education, and Welfare shall transfer to the Secretary of
Labor from time to time sufficient amounts, out of the moneys appro-
priated pursuant to this section, to enable him to carry out such
purposes.

(b) Of the amounts expended from funds appropriated pursuant
to subsection (a) for any fiscal year (commencing with the fiscal year
ending June 30, 1973), not less than 331/ per centum thereof shall be
expended for carrying out the program of on-the-job training referred
to in section 432(b) (1) (B) and for carrying out the program of pub-
lic service employment referred to in section 432(b) (3).

(c) Of the sums appropriated pursuant to subsection (a) to carry
out the provisions of this part for any fiscal year (commencing with
the fiscal year ending June 30, 1973), not less than 50 percent shall be
allotted among the States in accordance with a formula under which
each State receives (from the total available for such allotment) an
amount which be, rs the same ratio to such total as-

(1) in the case of the fiscal year ending June 30, 1973, and the
fiscal year ending June 30, 1974, the average number of recipients
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of aid to families with dependent children in such State during
the month of January last preceding the commencement of such
fiscal year bears to the average number of such recipients during
such month in all the States; and

(2) in the case of the fiscal year ending June 30, 1975, or in the
case of any fiscal year thereafter, the average number of individ-
uals in such State who, during the month of January last preced-
ing the commencement of such fiscal year, are registered pursuant
to section 402 (a) (19) (A) bears to the average number of individ-
uals in all States who, during such month, are so registered.

Establishment of Programs

Sec. 432. (a) The Secretary of Labor (hereinafter in this part
referred to as the Secretary) shall, in accordance with the provisions
of this part, establish work incentive programs (as provided for in
subsection (b) of this section) in each State and in each political
subdivision of a State in which he determines there is a significant
number of individuals who have attained age 16 and are receiving
aid to families with dependent children. In other political subdivi-
sions, he shall use his best efforts to provide such programs either
within such subdivisions or through the provision of transportation
for such persons to political subdivisions of the State in which such
programs are established.

(b) Such programs shall include, but shall not be limited to, (1)
(A) a program placing as many individuals as is possible in employ-
ment, and (B) a program utilizing on-the-job training positions for
others, (2) a program of institutional and work experience training
for those individuals for whom such training is likely to lead to regu-
lar employment, and (3) a program of public service employment for
individuals for whom a job in the regular economy cannot be found.

(c) In carrying out the purposes of this part the Secretary may
make grants to, or enter into agreements with, public or private agen-
cies or organizations (including Indian tribes with respect to Indians
on a reservation), except that no such grant or agreement shall be
made to or with a private employer for profit or with a private non-
profit employer not organized for a public purpose for purposes of the
work experience program established by clause (2) of subsection (b).

(d) In providing the manpower training and employment services
and opportunities required by this part, the Secretary of Labor shall,
to the maxunum extent feasible, assure that such services and oppor-
tunities are provided by using all authority available to him under
this or any other Act. In order to assure that the services and oppor-
tunities so required are provided, the Secretary of Labor shall use the
funds appropriated to him under this part to provide programs re-
quired by this part through such other Act, to the same extent and
under the same conditions (except as regards the Federal matching
percentage) as if appropriated under such other Act and, in making
use of the programs of other Federal, State, or local agencies (public
or private), the Secretary of Labor may reimburse such agencies for
services rendered to persons under this part to the extent such serv-
ices and opportunities are not otherwise available on a nonreimbura-
ble basis.
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(e) The Secretary shall take appropriate steps to assure that the
present level of manpower services available under the authority of
other statutes to recipients of aid to families with dependent children
is not reduced as a result of programs under this part.

(f) (1) The Secretary of Labor shall establish in each State, munic-
ipality, or other appropriate geographic area with a significant num-
ber of persons registered pursuant to section 402 (a) (19) (A) a Labor
Market Advisory Council the function of which will be to identify
and advise the Secretary of the types of jobs available or likely to
become available in the area served by the Council; except that if there
is already located in any area an appropriate body to perform such
function, the Secretary may designate such body as the Labor Market
Advisory Council for such area.

(2) Any such Council shall include representatives of industry,
labor, and public service employers front the area to be served by the
Council.

(3) The Secretary shall not conduct, in any area, institutional train-
ing under any program established pursuant to subsection (b) of any
type which is not related to jobs of the type which are or are likely to
become available in such area as determined by the Secretary after
taking into account information provided by the Labor Market Ad-
visory Council for such area.

Operation of Program

See. 433. (a) The Secretary shall provide a program of testing and
counseling for all persons certified to him by a State, pursuant to sec-
tion 402 (a) (19) (G), and shall select those persons whom he finds suit-
able for the programs established by clauses (1) and (2) of section
432 (b). Those Pot so selected shall be deemed suitable for the program
established by clause (3) of such section 432(b) unless the Secretary
finds that there is good cause for an individual not to participate in
such program. The Secretary, in carrying out such program for in-
dividuals certified to him under section 402 (a) (19) (G), shall accord
priority to such individuals in the following order, taking into account
employability potential: first, unemployed fathers; second, mothers,
whether or not required to register pursuant to section 402 (a) (19)
(A), who volunteer for participation tnder a work incentive pro-
gram; third, other mothers, and pregnant women, registered pursuant
to section 402(a) (19) (A), who are under 19 years of age; fourth,
dependent children and relatives who have attained age 16 and who
are not in school or engaged in work or manpower training; and fifth,
all other individuals so certified to him.

(b) (1) For each State the Secretary shall develop jointly with the
administrative unit of such State administering the special program
referred to in section 402(a) (19) (G) a statewide operational plan.

(2) The statewide operational plan shall prescribe how the work
incentive program established by this part will be operated at the local
level, and shall indicate (i) for each area within the State the num-
ber and type of positions which will be provided for training, for
on-the-job training, and for public service employment, (ii) the man-
ner in which the information provided by the Labor Market Advisory
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Council (established pursuant to section 432(f)) for any such area
will be utilized in the operation of such program, and (iii) the par-

ticular State agency or administrative unit thereof which will be

responsible for each of the various activities and functions to be per-
formed under such program. Any such operational plan for any State
must be approved by the Secretary, the administrative unit of such
State administering the special program referred to in section 402(a)
(19) (G), and the regional joint committee (established pursuant to
section 439) for the area in which such State is located.

(3) The Seeretary shall develop an employability plan for each
suitable person oertifi,. to him under e,,ction '102(a) (19) (G) which
shall ,,tcribe the education, training, work experience, and orienta-
tion which it is rieterminotd that such person needs to complete in
order to enable him to become self-supporting.

(c) The Secretary shall make maximum use of services available
from other Federal and State agencies and, to the extent not other-
wise available on a nonreimbursable basis, he may reimburse such
agencies for services rendered to persons under this part.

(d) To the extent practicable and where necessary, work incentive
programs established by this part shall include, in addition to the
regular counqelinuc testing, referral available through the Federal-
State Employment Service System, program orientation, basic
education, training in communications and employability skills, work
experience, institutional trainin, on-the-job training, job develop-
ment, and special job placement and followup services. required to
assist participant in securing aind retaining employment and securing
possibilities for advancement.

(e) (1) In order to develop public service employment under the
program established by Petion 432(b) (3). the Secretary shall enter
into agreements with (A) public agencies, (B) private nonprofit or-
ganizations established to serve a public purpose, e nd (C) Indian
tribes with respect to Indians on a reservation, under which individ-
uals deemed suitable for participation in such a program will be pro-
vided work which serves a useful public purpose and which would
not otherwise be performed by regular employees.

(2) Such agreements shall provide-
(A) for the payment by the Secretary to each empoyer, with

respect to public service employment performed by any individual
for such employer, of an amount not exceeding 100 percent of the
cost of providing such employment to such individual during the
first year of such employment, an amount not exceeding 75 per-
cent of the cost of providing such employment to such individual
during the second year of such employment, and an amount not
exceeding 50 percent of the cost of providing such employment to
such individual during the third year of such employment;

(B) the hourly wage rate and the number of hours per week
individuals will be scheduled to work in public service employ-
ment for such employer;

(C) that the Secretary will have such access to the premises of
the employer as he finds necessary to determine whether such em-
ployer is carrying out his obligations under the agreement and
this part; and



(D) that the Secretary may terminate any agreement under
this subsection at any time.

(3) Repealed.
(4) No wage rates provided under any agreement entered into

under this subsection shall be lower than the applicable minimum wage
for the particular work concerned.

(f) Before entering into a project under section 432(b) (3), the
Secretary shall have reasonable assurances that-

(1) appropriate standards for the health, safety, and other
conditions applicable to the performance of work and training on
such project are established and will be maintained,

(2) such project will not result in the displacement of em-
ployed workers,

(3) with respect to such project the conditions of work, train-
ing, education, and employment are reasonable in the light of such
factors as the type of work, geographical region, and proficiency
of the participant,

(4) appropriate workmen's compensation protection is pro-
vided to all participants.

(g) Where an individual certified to the Secretary of Labor pur-
suant to section "02(a) (19) (G) refuses without good cause to accept
employment or participate in a project under a program established
by this part, the Secretary of Labor shall (after providing opportu-
nity for fair hearing) notify the State agency which certified such in-
dividual and submit such other information as he may have with
respect to such refusal.

(h) With respect to individuals who are participants in public
service employment under the program established by section 432(b)
(3), the Secretary shall periodically (but at least once every six
months) review the employment record of each such individual while
on such special work project and on the basis of such record and such
other information as he may acquire determine whether it would be
feasible to place such individual in regular employment or on any of
the projects under the programs established by section 432(b) (1)and (2). Incentive Payment

Sec. 434. (a) The Secretary is authorized to pay to any participant
under a program established by section 432(b) (2) an incentive pay-
ment of not more than $30 per month, payable in such amounts and at
such times as the Secretary prescribes.

(b) The Secretary of Labor is also authorized to pay, to any mem-
ber of a family participating in manpower training under this part,
allowances for transportation and other costs incurred by such mem-
ber, to the extent such costs are necessary to and directly related to the
participation by such member in such training.

Federal Assistance

Sec. 435. (a) Federal assistance under this part shall not exceed
90 per centum of the costs of carrying, out this part. Non-Federal
contributions may be cash or in kind, fairly evaluated, including but
not limited to plant, equipment, and services.
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(b) Costs of carrying out this part include costs of training, super-
vision, materials, administration, incentive payments, transportation,
and other items as are authorized by the Secretary, but may not in-
clude any reimbursement for time spent by participants in work,
training, or other participation in the program.

Period of Enrollment

Sec. 436. (a) The program established by section 432(b) (2) shall
be designed by the Secretary so that the average period of enrollment
under all projects under such program throughout any area of the
United States will not exceed one year.

(b) Services provided under this part may continue to be provided
to an individual for such period as the Secretary determines (in ac-
cordance with regulations prescribed jointly by him and the Secre-
tary of IHealth, Education, and Welfare) is necessary to qualify him
fully for employment even though his earnings disqualify him from
aid under a State plan approved under section 402.

Relocation of Participants

Sec. 437. The Secretary may assist participants to relocate their
place of residence when he determines such relocation is necessary in
order to enable them to become permanently employable and self-sup-
porting. Such assistance shall be given only to participants who con-
cur in their relocation and who will be employed at their place of
relocation at wage rates which will meet at least their full need as
determined by the State to which they will be relocated. Assistance
under this section shall not exceed the reasonable costs of transporta-
tion for participants, their dependents, and their household belongings
plus such relocation allowance as the Secretary determines to be
reasonable.

Participants Not Federal Employees

Sec. 438. Participants in programs established by this part shall
be deemed not to be Federal employees and shall not be subject to the
provisions of laws relating to Federal employment, including those re-
lating to hours of work, rates of compensation, leave, unemployment
compensation, and Federal employee benefits.

Rules and Regulations

Sec. 439. The Secretary and the Secretary of Health, Education,
and Welfare shall, not later than July 1, 1972, issue regulations to
carry out the purposes of this part. Such regulations shall provide
for the establishment, jointly by the Secretary and the Secretary of
Health, Education, and Welfare, of (1) a national coordination com-
mittee the duty of Avhich shall be to establish uniform reporting and
similar requirements for the administration of this part, and (2)
a regional coordination committee for each region which shall be re-
sponsible for review and approval of statewide operational plans de-
veloped pursuant to section 433 (b).
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Annual Report

See. 440. The Secretary shall annually report to the Congress (with
the first such report being made on or before July 1, 1970) on the work
incentive programs established by this part.

Evaluation and Research

Sec. 441. (a) The Secretary shall (jointly with the Secretary of
Health, Education, and Welfare) provide for the continuing evalua-
tion of the work incentive programs established by this part, including
their effectiveness in achieving stated goals and their impact on other
related programs. He also may conduct research regarding ways to
increase the effectiveness of such programs. He may, for this purpose,
contract for independent evaluations of and research regarding such
programs or individual projects under such programs. For purposes of
sections 435 and 443, the costs of carrying out this section shall not be
regarded as costs of carrying out work incentive programs established
by this part. Nothing in this section shall be construed as authorizing
the Secretary to enter into any contract with any organization after
June 1, 1970, for the dissemination by such organization of informa-
tion about programs authorized to be carried on under this part.

Technical Assistance for Providers of Employment or Training

Sec. 442. The Secretary is authorized to provide technical assistance
to providers of employment or training to enable them to participate
in the establishment and operation of programs authorized to be estab-
lished by section 432 (b).

Collection of State Share

Sec. 443. If a non-Federal contribution of 10 per centum of the
costs of the work incentive programs established by this part is not
made in any State (as specified in section 402(a)), the Secretary of
Health, Education, and Welfare may withhold any action under sec-
tion 404 because of the State's failure to comply substantially with a
provision required by section 402. If the Secretary of Health, Educa-
tion, and Welfare does withhold such action, he shall, after reasonable
notice and opportunity for hearing to the appropriate State agency or
agencies, withhold any payments to be made to the State under sec-
tions 3(a), 403 (a), 1003 (a), 1403 (a), 1603 (a), and 1903(a) until the
amount so withheld (including any amounts contributed by the State
pursuant to the requirement in section 402(a) (19) (C)) equals 10 per
centum of the costs of such work incentive programs. Such withhold-
ing shall remain in effect until such time as the Secretary has assur-
ances from the State that such 10 per centum will be contributed as re-
quired by section 402. Amounts so withheld shall be deemed to have
been paid to the State under such sections and shall be paid by the
Secretary of Health, Education, and Welfare to the Secretary. Such
payment shall be considered a non-Federal contribution for purposes
of section 435.
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Agreements With Other Agencies Providing Assistance to
Families of Unemployed Parents

Sec. 444. (a) The Secretary is authorized to enter into an agree-

ment (in accordance with the succeeding provisions of this section)

with any qualified State agency (as described in subsection (b)) under

which the program established by the preceding sections of this part

C will (except as otherwise provided in this section) be applicable to

individuals certified by such State agency in the same manner, to the

same extent, and under the same conditions as such program is appli-

cable with respect to individuals certified to the Secretary by a State

agency administering or supervising the administration oi a State

plan approved by the Secretary of Health, Education, and Welfare

under part A of this title.
(b) A qualified State agency referred to in subsection (a) is a State

agency which is charged with the administration of a program-
(1) the purpose of which is to provide aid or assistance to the

families of unemployed parents,
(2) which is not established pursuant to part A of title IV of

the Social Security Act,
(3) which is financed entirely from funds appropriated by the

Congress, and
(4) none of the financing of which is made available under

any program established pursuant to title V of the Economic
Opportunity Act.

(c) (1) Any agreement under this section with a qualified State
agency shall provide that such agency will, with respect to all individ-
uals receiving aid or assistance under the program of aid or assistance
to families of unemployed parents administered by such agency, com-
ply with the requirements imposed by section 402(a) (19) in the same
manner and to the sarn extent as if (A) such qualified agency were
the agency in such State administering or supervising the adminis-
tration of a State plan approved under part A of this title, and (B)
individuals receiving aid or assistance under the program adminis-
tered by such qualified agency were recipients of aid under a State
plan which is so approved.

(2) Any agreement entered into under this section shall remain in
effect for such period as may be specified in the agreement by the Sec-
retary and the qualified State agency, except that, whenever the Secre-
tary determines, after reasonable notice and opportunity for hearing
to the qualified State agency, that such agency has failed" substantially
to comply with its obligations under such agreement, the Secretary
may suspend operation of the agreement until such time as he is
satisfied that the State agency will no longer fail substantiallv to
comply with its obligations under such aareen cnt.

(3) Any such agreement shall further provide that the agreement
will Ie inoperative for any calendar quarter if, for the preceding
calendar quarter, the maximum amount of benefits payable under the
program of aid or assistance to families of unemployed parents ad-
ministered by the qualified State agency which is a party to such
agreement t is lower than the maximum amount of benefits payable
under such program for the quarter which ended September 30, 1967.



(d) The Secretary shall, at the request of any qualified State
agency referred to in subsection (a) of this section and upon receipt
from it of a list of the names of individuals rereferred to the Secre-
tary, furnish to such agency the names of each individual on such lit
participating in public service employment under section 433(a) (3)
whom the Secretary determines should continue to participate in such
employment. The Secretary shall not comply with any such request
with respect to an individual on such list unless such individual has
been certified to the Secretary by such agency under section 402 (a)
(19) (G) for a period of at least six months.

Part D-Child Support and Establishment of Paternity

Appropriation
See. 451. For the purpose of enforcing the support obligations

owned by absent parents to their children, locating absent parents,
establishing paternity, and obtaining child support, there is hereby an-
thorized to be appropriated for each fiscal year a sun sufficient to carry
out the purposes of this part.

Duties of the Secretary

Sec. 452. (a) The Secretary shall establish, within the Department
of Health, Education, and Welfare a separate organizational unit, un-
der the direction of the Assistant Secretary for Child Support, who
shall report directly to the Secretary and who shall-

(1) establish such standards for State programs for locating
absent parents, establishing paternity, and obtaining child sup-
port as he determines to be necessary to assure that such programs
will be effective;

(2) establish minimum organizational and staffing requirements
for State units engaged in carrying out such programs under plans
approved under this part;

(3) review and approve State plans for such programs;
(4) evaluate the implementation of State programs established

pursuant to such plan, conduct such audits of State programs
established under the plan approved under this part as may be
necessary to assure their conformity with the requirements of this
part, and, not less often than annually, conduct a complete audit
of the programs established uader such plan in each State and
determine for the purposes of the penalty provision of section
403(h) whether the actual operation of such programs in each
State conforms to the requirements of this part;

(5) assist States in establishing adequate reporting procedures
and maintain records of the operations of programs established
pursuant to this part in each State;

(6) maintain records of all amounts collected and disbursed
under programs established pursuant to the provisions of this part
and of the costs incurred in collecting such amounts;

(7) provide technical assistance to the States to help them
establish effective systems for collecting child support and estab-
lishing paternity;
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(8) receive applications from States for perission to utilize
the courts of the United States to enforce court orders for support
against absent parents and, upon a fInding that (A) another
State has not undertaken to enforce the court order of the o7ii-

nating State against the absent parent within a reasonable *sme,
and (B) that utilization of the Federal courts is the only reason-
able method of enforcing such order, approve such appliations;

(9) operate the Parent Locator Service established by section
453;

(10) establish or designate regional laboratories as authorized
by section 461 to provide services in analyzing and classifying
blood for the purpose of establishing paternity: and

(11) not later than June 30 of each year beginning after De-
cember 31, 1974, submit to the Congress a report on all activities
undertaken pursuant to the provisions of this part.

(b) The Secretary shall, upon the request of any State having in
effect a State plan approved under this part, certify the amount of
any child support obligation assigned to such State to the Secretary
of the Treasury for collection pursuant to the provisions of section 6305
of the Internal Revenue Code of 1954. No amount may be certified for
collection under this subsection except upon a showing by the State
that such State has made diligent and reasonable efforts to collect such
amounts utilizing its own collection mechanisms, and upon an agree-
ment that the State will reimburse the United States for any costs
involved in making the collection. The Secretary after consultation
with the Secretary of the Treasury may, by regulation, establish
criteria for accepting amounts for collection and for making certifwa-
tion under this subsection including imposing such limitations on the
frequency of making such certifications under this subsection.

(c) (1) There is hereby established in the Treasury a revolving fund
which shall be available to the Secretary without fiscal year imitation,
to enable him to pay to the States for distribution, in accordance with
the provisions of section 457 such amounts as may be collected and paid
(subject to paragraph (2)) into such fund under section 6305 of the
Internal Revenue Code of 1954.

(2) There is hereby appropriated to the fund, out of any monsys in
the Treasury not otherwise appropriated, am*unts equal to the
amounts collected under section 6305 of the Internal Revenue Code of
1954, reduced by the amounts credited or refunded as overpayments of
the amounts so collected. The amounts appropriated by the preceding
section shall be transferred at least quarterly from the general fund
of the Treasury to the fund on the basis of estimates made by the Sec-
retarj of the Treasury. Proper adjustments shall be made in the
amounts subsequently transferred to the extent prior estimates were
in excess of or less than the amounts required to be transferred.

Parent Locator Service

Sec. 45G. (a) The Secretary shall establish and conduct a Parent
Locator Service under the direction of the Assistant Secretary for
Child Support which shall be used to obtain and trans it to any au-
thorized person (as deflnd in subsection (a) ) information as to the
whereabouts of any absent parent when such information is to be
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used to locate such parent for the purpose of enforcing support obli-
gations against such parent.

(b) Upon request, filed in accordance with subsection (d) of any
authmzed person (as defined in subsection (c)) for the most recent
address and place of employment of any absent parent, the Secre-
tary shall, notwithstanding any other provision 'of law, provide
through the Parent Locator Service such information to such person,
if such infor'mation.-

(1) is contained in any files or records maintained by the Sec-
retary or by the Department of Health, Education, and Welfare;

(2) is not contained in such files or records, but can be obtained
by the Secretary, under the authority conferred by subsection (e),
from any other department, agency, or instrumentality, or the
United States or of any State.

No information shall be disclosed to any person if the disclosure of
suh information would contravene the national policy or security
interests of the United States or the confidentiality of census data. The
Secretary shall gi e priority to requests made by any authorized per-
sondescribed in subsection () (1).(a) As used in subsection (a), the term "authorized person"
means-

(1) any agent or attorney of any State having in effect a plan
approved under this part, who has the duty or authority to seek
to recover any amounts owed as child support (includi,g, when
authorized under the State plan, any official of a political sub-
division) ;

(2) the court which has authority to issue an order against an
absent parent for the support and maintenance of a child, or any
agent of such court; and

(3) the resident parent, legal guardian, attorney, or agent of a
child (other than a child receiving aid under part A of this title)
(as determined by regulations prescribed by the Secretary) with-
out regard to the existence of a court order against an absent par-
ent who has a duty to support and maintain any such child.

(d) A request for information under this section shall be filed in
such manner and form as the Secretary shall by regulation prescribe
and shall be accompanied or supported by such documents as the Secre-
tory may determine to be necessary.

(e) (1) Whenever the Secretary receives a request submitted under
subsection (b) which he is reasonably satisfied meets the criteria
established by subsections (a), (b), and (c), he shall promptly under-
take to provide the information requested from the files and records
maintained by any of the departments, agencies, or instrumentalities
of the United States or of any State.
(2) Notwithstanding any other provision of law, whenever the indi-

v dual who is the head of any department, agency, or instrumentality
of the United States receives a request from the Secretary for informa-
tion authorized to be provided by the Secretary under this section, such
individual shall promptly cause a search to be made of the files and
records maintained by such department, agency, or instrumentality
with a view to determining whether the information requested is con-
tained in any such files or records. If such search discloses the infor-



nation requested, such individual shall immediately transmit such in-
formation to the Secretary, except that if any information is obtained
the disclosure of which would contravene national policy or security
interests of the United States or the confidentiolity of census data, such
information shall not be transmitted and such individual shall imnne-
diately notify the Secretary. If such search fails to disclose the infor-
mation requested, such individual shall immediately 80 notify the
Secretary. The costs incurred by any such department, agency, or
instrumientality of the United Stales or of any State in providing such
information to the Secretary shall be reimbursed by him. Whenever
such services are furnished to an individual specified in subsection
(c) (3), a fee shall be charged such individual. The fee so charged
shall be used to reimburse the Secretary or his delegate for the expense
of providing such services.

(f) The Secretary, in carrying out his duties and functions under
this section, shall enter into arrangements with State agencies admin-
istering State plans approved under this part for such State agencies
to accept from resident parents, legal guardians, or agents of a child
described in subsection (c) (3) and, after determining that the absent
parent cannot be located through the procedures under the control of
such State agencies, to transmit to the Secretary request ts for informa-
tion with regard to the whereabouts of absent parents and otherwise to
cooperate with the Secretary in carrying out the purposes of this
section.

State Plan for Child Support

Sec. 454. A State plan for child support must-
(1) provide that it shall be in effect in all po itial subdivisions

of the State;
(2) provide for financial participation by the Stat;
(3) provide for the establishment or designation of a single and

separate organizational unit, which meets sueh staffing and or-
ganizational requirements as the Secretary may by regulation
prescribe, within the State to adminiser the plan;

(4) provide that such State ,ill undertake-
(A) in the case of a child born ouit of iedloc witli respe-t

to whom an a.ssiqn nt under section 402 (a) (26) of this title
is effective, to establish the paternity of such child, and

(P) in the case of any ch;1d with respect to whom such
assigvment is effect; rc, to secure support for such child from
his parent (or from any other person legally liable for such
support), uti.zhi-g any rreiproel arrangements adopted with
other States, except that mvlien such arrangements and other
means hae, proven ;neffectie, the State may utilize the Fed-
eral courts to obtain or enforce court orders for support;

(5) provide that, in one ,ase in wh1ich child support payments
are collected for a child with respect to whom an assignment under
section 402(a) (26) is effective, such payments shall be made to
the State for distribution pursuant to section .57 and shall not be
paid directly to the fancily except that this paragraph shall not
apply to such payments (except as provided in section 457(c)) for
any month in which the amount collected is sufficient to make such



family ineligible for assistance under the State plan approved
under part A;

(6) provide that (A) the child support collection or paternity
determination services established under the plan shall be made
available to any individual not otherwise eligible for such services
upon application filed by such individual with the State, (B) an
application fee for furishing such services may be imposed, em-
cept that the amount of any such application fee shall be reason-
able, as determined under regulations of the Secretary, and (C)
any costs in excess of the fee so imposed may be collected from
such individual by deducting such costs from the amount of any
recovery made;

(7) provide for entering into cooperative arrangements with
appropriate courts and law enforcement officials (A) to assist
the agency administering the plan, including the entering into of
financial arrangements with such courts and officials, in order to
assure optimum, results under such program, and (B) with respect
to any other matters of common concern to such courts or officials
and the agency administering the plan;

(8) provide that the agency administering the plan will estab-
lish a service to locate absent parents utilizing-

(A) all sources of information and available records, and
(B) the Parent Locator Service in the Department of

Health, Education, and Welfare;
(9) provide that the State will, in accordance with standards

prescribed by the Secretary, cooperate with any other State-
(A) in establishing paternity, if necessary,
(B) in locating an absent parent residing in the State

(whether or not permanently) against whom any action is
being taken under a program established under a plan ap-
proved under this part in another State,

(C) in securing compliance by an absent parent residing
in such State (whether or not permanently) with an order
issued by a cosrt of competent jurisdiction against such
parent for the support and maintenance of a child or chil-
dren of such parent with respect to whom aid is being pro-
vided sander the plan of such other State, and

(D) in carrying out other functions required under a plan
approved under this part;

(10) provide that the State will maintain a full record of col-
lections and disbursements made under the plan and have an ade-
quate reporting system;

(11) provide that amounts collected as child support shall be
distributed as provided in section 457;

(12) provide that any payment required to be made under sec-
tion 456 or 457 to a family shall be made to the resident parent,
legal guardian, or caretaker relative having custody of or re-
sponsibility for the child or children; and

(13) provide that the State will comply with such other re-
quirements and standards as the Secretary determines to be neces-
sary to the establishment of an effective program for locating
absent parents, establishing paternity, obtaining support orders,
and collecting support payments.
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Payments to States

See. 455. From the sums appropriated there/or, the Secretary shall
pay to each State for each quarter, beginning with the quarter com-
mencing July 1, 1974, an amount equal to 75 percent of the total
amounts expended by such State during such quarter for the operation
of the plan approved under section 454 except that no amount shall be
paid to any State on account of furnishing collection services (other
than parent locator services) to individuals under section 454(6) dur-
ing any period beginning after June 30,1975.

Support Obligations

Sec. 456. (a) The support rights assigned to the State under section
402(a) (26) shall constitute an obligation owed to such State by the
individual responsible for providing such support. Such obligation
shall be deemed for collection purposes to be collectible under all ap-
plicable State and local processes.

(1) The amount of such obligation shall be-
(A) the amount specified in a court order which covers the

assigned support rights, or
(B) if there is no court order, an amount determined by the

State in accordance with a formula approved by the Secretary,
and

(2) Any amounts collected from an absent parent under the plan
shall reduce, dollar for dollar, the amount of his obligation under
paragraphs (1) (A) and (B).

(b) A debt which is a child support obligation assigned to a State
under section 402(a) (26) is not released by a discharge in bank-
ruptcy under the Bankruptcy Act.

Distribution of Proceeds

Sec. 457. (a) The amounts collected as child support by a State
pursuant to a plan approved under this part during the fiscal year
beginning July 1, 1974, shall be distributed as follows:

(1) 40 per centum of the first $50 of such amounts as are col-
lected periodically which represent monthly support payments
shall be paid to the family without any decrease in the amount
paid as assistance to such family during such month;

(9) such amounts as are collected pe'iodically which are in
excess of any amount paid to the family under paragraph (1)
which represent monthly support payments shall be retained by
the State to reimburse it for assistance payments to the family
during such period (with appropriate reimbursement of the Fed-
eral Government to the extent of its participation in the
financing) :

(3) sucX amounts as are in excess of amounts retained by the
State under paragraph (2) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(4) such amounts as are in excess of amounts required to be
distributed under paragraphs (1), (2), and (3) shall be (A)



retained by the State (with appropriate reimbursement of the
Federal Government to the extent of its participation in the fl-
nancing) as reimbursement for any past assistance payments
made to the family for which the State has not been reimbursed
or (B) if no assistance payments have been made by the State
which have not been repaid, such amounts shall be paid to the
family.

(b) The amounts collected as child support by a State pursuant to
a plan approved under this part during any fiscal year beginning after
June 30,1975, shall be distributed as follows:

(1) such amounts as are collected periodically which represent
monthly support payments shall be retained by the State to re-
imburse it for assistance payments to the family during such
period (with appropriate reimbursement of the Federal Govern-
ment to the extent of its prticipation in the financing);

(2) such amounts as are in excess of amounts retained by the
State under paragraph (1) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family: and

(3) such amounts as are in excess of amounts required to be di-
tributed under paragraphs (1) and (2) shall be (A) retained by
the State (with appropriate reimbursement of the Federal Gov-
ernment to the extent of its participation in the financing) as
reimbursement for any past assistance payments made to the
family for which the State has not been reimbursed or (B) if no
assistance payments have been made by the State which have not
been repaid, such amounts shall be paid to the family.

(c) Whenever a family for whom child support payments have been
collected and distributed under the plan ceases to receive assistance
under part A of this title, the State may-

(1) continue to collect such support payments from the absent
parent for a period of not to exceed three months from the month
following the month in which such family ceased to receive assist-
ance under part A of this title, and pay all amounts so collected
to the family; and

(9) at the end of such three-month period, if the State is author-
ized to do so by the individual on whose behalf the collection will
be made, continue to collect such support payments from the absent
parent and pay the net amount of any amount so collected to the
family after deducting any costs incurred in making the collection
from the amount of any recovery made.

Incentive Payment to Localities

Sec. 458. (a) When a political subdivision of a State makes, for the
State of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of the support rights as-
signed under section 409 (a) (26) (either within or outside of such
State), there shall be paid to such political subdivision or such other
State from amounts which would otherwise represent the Federal
share of assistance to the family of the absent parent-

(1) an amount equal to 95 per centum of any amount collected (and
required to be distributed as provided in section 457 to reduce or re-
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pay assistance payments) which is attributable to the support obliga-
tion owed for 12 months; and

(2) an amount equal to 10 per centum of any amount collected (and
required to be dist-;balc, d as provided in section 1,57 to reduce or repay
assistance payments) which is attributable to the support obligation
owed for any month after the first 12 months for which such collec-
tions are made.

(b) Where more than one jurisdiction is inoloed in such enforce-
ment or collection, the amount of the incentive payment determined
under paragraphs (1) and (2) of subsection (a) shall be allocated
among the jurisdictions in a manner to be prescribed by the Secretary.

Consent by the United States to Garnishment and Similar Pro-
ceedings for Enforcement of Child Support and Alimony
Obligations

Sec. 459. Notwithstanding any other provision of law, effective Jan-
uary 1, 1974, moneys (the entitlement to which is based upon remuner-
ation for employment) due from, or payable by, the United Statts
(including any agency or instrumentality thereof and any wholly
owned Federal corporation) to any individual, including members of
the armed services, shall be subject, in like manner and to the same
extent as if the United States were a private person, to legal process
brought for the enforcement, against such individual, of his legal obli-
gations to provide child support or make alimony payments.

Civil Actions To Enforce Child Support Obligations

See. 460. The district courts of the United States shall have juris-
diction, without regard to any amount in controversy, to hear and
determine any civil action certified by the ,'crwtary of Health. Educa-
tion, and Welfare under section 452(a) (8) of this Act. A civil action
wder this section may be brought in any judicial district in which
the claim arose, the plaintiff resides, or the defendant res ides.

Regional Laboratories To Establish Paternity Through Analysis
and Classification of Blood

Sec. 461. (a) The Secretary shall, after appropriate consultation
and study of the use of blood typing as evidence in judicial proceed-
ings to establish paternity, establish, or arrange for the establishment
or designation of, in each region of the United States, a laboratory
which he determines to be qualified to provide services in analyzing
and classifying blood for the pu rose of determining paternity, and
which is prepared to provide such services to courts and public agen-
cies in the region to be served by it.

(b) Whenever a laboratory is established or designated for any re-
gion by the Sceretary under this section, he shall take such measures
as may be appropriate to notify appropriate courts and public agencies
(including agencies administering any public welfare program 'within
such region) that such laboratory has been so established or designated
to provide services, in analyzing and classifying blood for the purpose
of determining aternity, for courts and public agencies in such region.

(a) The facilities of any such laboratory shall be made available
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without cost to courts and public agencies in the region to be served
by it.

(d) There is hereby authorized to be appropriated for each fiscal
year such sums as may be necessary to carry out the provisions of this
section.

* * * * * * *

TITLE VI-GRANTS TO STATES FOR SERVICES FOR THE
AGED, BLIND, OR DISABLED

Payments to States

Sec. 603. (a) From the sums appropriated therefor, the Secretary
shall, subject to section 1130, pay to each State which has a plan
approved under this title, for each quarter,

[(1) in the case of any State whose State plan approved under
section 602 meets the requirements of subsection (c) (1),] an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

[(A)] (1) 75 per centum of so much of such expenditures
as are for-

[ (i)] (A) services which [are prescribed pursuant to
subsection (c) (1) and] are provided [(in accordance
with the next sentence)] to applicants for or recipients
of supplemental security income benefits under title
XVI to help them attain or retain capability for self-
support or self-care, or

[(ii)] (B) other services [, specified by the Secretary
as] which (as determined by the State) are likely to
prevent or reduce dependency [, so provided] and which
are provided to such applicants or recipients, or

[(iii)] (C) any of the services [prescribed pursuant
to subsection (c) (1), and of the services specified as pro-
vided in clause (ii), which the Secretary may specify as]
described in clause (A) or (B) which the State deter-
mines to be appropriate for individuals who [, within
such period or periods as the Secretary may prescribe,]
have been or are likely to become (as determined by the
State) applicants for or recipients of supplemental
security income benefits under title XVI, if such serv-
ices are requested by [such individuals] and [are]
provided to such individuals [in accordance with the
next sentence], or

[(iv)] (D) the training of personnel employed or
preparing for employment by the State agency or by the
local agency administering the plan in the political sub-
division; plus
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[(B) one-half of so much of such expenditures (not included
under subparagraph (A)) as are for services provided (in
accordance with the next sentence) to applicants for or recipients
of supplementary security income benefits under title XVI, and
to individuals requesting such services who (within such period
or periods as the Secretary may prescribe) have been or are likely
to become applicants for or recipients of such benefits; plus]

[(C)] (2) one-half of the remainder of such expenditures.
S * * * * * *

[(c) (1) In order for a State to qualify for payments under para-
graph (1) of subsection (a), its State plan approved under section 602
must provide that the State agency shall make available to applicants
for and recipients of supplementary security income benefits under
title XVI at least those services to help them attain or retain capa-
bility for self-support of self-care which are prescribed by the
Secretary.

(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency, administering or supervising gthe administra-
tion of such plan, that-

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

(B) in the administration of the plan there is a failure to
comply substantially with such provision

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (1) of subsection (a)
until he is satisfied that there will no longer be any suc failure to com-
ply. Until the Secretary is so satisfied further payments with respect
to the administration of such State plan shall not be made under
paragraph (1) of subsection (a) but shall instead be made, sub-
ject to the other provisions of this title, under paragraph (2) of such
subsection.]

TITLE X-GRANTS TO STATES FOR AID TO T1HE BLIND
* * * *. * * *

Payments to States

Sec. 1003. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall (subject to section 1130) pay to each State which
has an approved plan for aid to the blind, for each quarter, beginning
with the quarter commencing October 1, 1958-

(1) * *
* * * * * * *

(3) in the case of any State [whose State plan approved under
section 1002 meets the requirements of subsection (c)(1)] an amount
equal to the sum of the following proportions of the total amounts
expended during such quarter as found necessary by the Secretary



of Health, Education, and Welfare for the proper and efficient admin-
istration of the State plan-

(A) 75 per centum of so much of such expenditures as are for-
(i) services which [are prescribed pursuant to subsection

(c) (1) and] are provided [(in accordance with the next sen-
tence)] to applicants for or recipients of aid to the blind to
help them attain or retain capability for self -support or self-
care, or

(ii) other services [, specified by the Secretary as] which
(as deteiszined by the State) are likely to prevent or reduce
dependency, [so] and which are provided to such applicants
or recipients, or

(iii) any of the services [prescribed pursuant to subsection
(c) (1), and of the services specified as provided in clause
(ii), which the Secretary may specify as] described in clauses
(i) and (ii) which the State determines to be appropriate
for individuals who [, within such period or periods as the
Secretary may prescribe,] have been or are likely to become
(as determined by the State) applicants for or recipients of
aid to the blind, if such services are requested by [such indi-
viduals] and [are] provided to such individuals [in accord-
ance with the next sentence], or

(iv) the training of personnel employed or preparing for
employment by the State agency or by the local agency ad-
ministering the plan in the political subdivision; plus

[(B) one-half of so much of such expenditures (not included
under subparagraph (A)) as are for services provided (in accord-
ance with the next sentence) to applicants for or recipients of aid
to the blind, and to individuals requesting such services who
(within such period or periods as the Secretary may prescribe)
have been or are likely to become applicants for or recipients of
such aid; plus]

[(C)] (B) one-half of the remainder of such expenditures.
[The services referred to in subparagraph (A) and (B) shall, ex-
cept to the extent specified by the Secretary, include only-

[(D) services provided by the staff of the State agency, or of
the local agency administering the State plan in the political sub-
division: Provided, That no funds authorized under this title
shall be available for services defined as vocational rehabilitation
services under the Vocational Rehabilitation Act (i) which are
available to individuals in need of them under programs for their
rehabilitation carried on under a State plan approved under such
Act, or (ii) which the State agency or agencies administering or
supervising the administration of the State plan approved under
such Act are able and willing to provide if reimbursed for the cost
thereof pursuant to agreement under subparagraph (E), if pro-
vided by such staff, and

[(E) prescribed by the Secretary, under conditions which shall
be services which in the judgment of the State agency cannot be as
economically or as effectively provided by the staff of such-State
or local agency and are not otherwise reasonably available to in-
dividuals in need of them, and which are provided, pursuant to

22-369-7-11



agreement with the State agency, by the State health authority or

the State agency or agencies administering or supervising the ad-

ministration of the State plan for vocational rehabilitation serv-

ices approved under the Vocational Rehabilitation Act or by any

other State agency which the Secretary may determine to be

appropriate (whether provided by its staff or by contract with

public (local) or nonprofit private agencies) ;

[except that services described in clause (ii) of subparagraph (D)

hereo may be provided only pursuant to agreement with such State

agency or agencies administering or supervising the administration of

the State plan for vocational rehabilitation services so approved. The

portion of the amount expended for administration of the State plan
to which subparagraph (A) applies and the portion thereof to which

subparagraphs (B) and (C) apply shall be determined in accordance
with such methods and procedures as may be permitted by the Secre-
tary; and

[ (4) in the case of any State whose State plan approved under
section 1002 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.]

[(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1002 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the blind at least those services to
help them attain or retain capability for self-support or self-care
which are prescribed by the Secretary.

[(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ings to the State agency administering or supervising the administra-
tion of such plan, that-

[(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1). or

[(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

[the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made, sub-
ject to the other provisions of this title, under paragraph (4) of such
subsection.]



TITLE XI-GENERAL PROVISIONS AND PROFESSIONAL
STANDARDS REVIEW

Part A-General Provisions

Definitions

Sec. 1101. (a) When used in this Act-
(1) The term "State", except where otherwise provided, includes the

District of Columbia and the Commonwealth of Puerto Rico. and
when used in titles [I,] IV, V, VII, [X,] XI, [XIV, XVI,] and
XIX includes the Virgin Islands and Guam. Such term when used in
title V also includes American Samoa and the Trust Territory of the
Pacific Islands.

(8) (A) The "Federal percentage" for any State (other than Puerto
Rico, the Virgin Islands, and Guam) shall be 100 per centum less the
State percentage; and the State percentage shall be that percentage
which bears the same ratio to 50 per centum as the square of the per
capita income of such State bears to the square of the per capita income
of the United States; except that the Federal percentage shall in no
case be less than 50 per centum or more than 65 per centum.

(B) The Federal percentage for each State (other than Puerto Rico,
the Virgin Islands, and Guam) shall be promulgated by the Secretary
between July 1 and August 31 of each even-numbered year, on the
basis of the average per capita income of each State and of the United
States for the three most recent calendar years for which satisfactory
data are available from the Department of Commerce. Such promul-
gation shall be conclusive for each of the eight quarters in the period
beginning July 1 next succeeding such promulgation: Provided, That
the Secretary shall promulgate such percentage as soon as possible
after the enactment of the Social Security Amendments of 1958, which
promulgation shall be conclusive for each of the eleven quarters in the
period beginning October 1, 1958, and ending with the close of June 30,
1961.

(C) The term "United States" means (but only for purposes of
subparagraphs (A) and (B) of this paragraph) the fifty States and
the District of Columbia.

(D) Promulgations made before satisfactory data are available
from the Department of Commerce for a full year on the per capita
income of Alaska shall prescribe a Federal percentage for Alaska of
50 per centum and, for purposes of such promulgations, Alaska shall
not be included as part of the "United States." Promulgations made
thereafter but before per capita income data for Alaska for a full
three-year period are available from the Department of Commerce
shall be based on satisfactory data available therefrom for Alaska
for such one full year or, when such data are available for a two-year
period, for such two years.
In the case of Puerto Rico, the Virgin Islands, and Guam, titles 1,
X, and XIV, and title XVI (as in effect without regard to the amend-
ment made by section 801 of the Social Security Amendments of 1972)



slall continue to apply, and the term "State" when wsed in such titles
(but not in title X'I as in effect pursuant to such amendment after
December 31, P)7,) includes Puerto Rico, the Virgin Islands, and
Guam.

Disclosure of Information in Possession of Department

See. 1106. (a) No disclosure of any return or portion of a return
includinga information returns and other written statements) filed
with the commissioner of Internal Revenue under title VIII of the
social Security Act or under subchapter E of chapter 1 or subchapter
A of chapter 9 of the Internal Revenue Code of 1939, or under chapter
2 or 21 or, pursuant thereto, under subtitle F of the Internal Revenue
Code of 1954, or under regulations made under authority thereof,
which has been transmitted to the Secretary of Health, Education,
and Welfare by the Commissioner of Internal Revenue, or of any
file, record, report, or other paper, or any information, obtained at any
time by the Secretary or by any officer or employee of the Department
of Health, Education, and Welfare in the course of discharging the
duties of the Secretary under this Act, and no disclosure of any such
file, record, report, or other paper, or information, obtained at any
time by any person front the Secretary or from any officer or employee
of the Department of Health, Education, and Welfare, shall be made
except as the Secretary may by regulations prescribe and except as
provided in part D of title IV of this Art. Any person who shall vio-
late any provision of this section shall be deemed guilty of a mis-
demeanor and, upon conviction thereof, shall be punished by a fine
not exceeding $1,000, or by imprisonment not exceeding one year, or
both.

(b) Requests for information, disclosure of which is authorized by
regulations prescribed pursuant to subsection (a) of this section. and
requests for services, may, subject to such limitations as may be pre-
scribed )Y the Secretary to avoid undue interference with his func-
tions under this Act, be complied with if the agency, person, or organi-
zation making the request agrees to pay for the information or services
requested in such amount, if any (not exceeding the cost of furnishing
the information or services), as may be determined by the Secretary.
Payments for information or services furnished pursuant to this sec-
tion shall be made in advance or by way of reimbursement, as may be
requested by the Secretary, and shall be deposited in the Treasury as a
special deposit to be use( to reimburse the appropriations (including
auehorizations to make expenditures from the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, and the Fed-
eral Supplementary Medical Insurance Trust Fund) for the unit or
units of the Depactuut of H-lalth, Education, and Welfare which
furnished the information or services. .Yotir;tl1h.ttanling the preceding

w'ioi, ions of th;.e subsection, reqe.sts for information made pursuant
to 'he proiiots of part f) of title IV of this Act for the purpose of
u .'ny Fcdec-al reconl for loc tiq par nts shall be complied with and
the coxt incu ivred in p;oidinq such its formation shall be paid for as
proiled in, such part D of title IV.
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[(c) (1) (A) Upon request (filed in accordance with paragraph (2)
of this subsection) of any State or local agency participating in ad-
ministration of the State plan approved under title I, X, XIV, XVI, or
XIX, or part A of title IV, or participating in the administration of
any other State or local public assistance program, for the most recent
address of any individual included in the files of the Department of
Health, Education, and Welfare maintained pursuant to section 205,
the Secretary shall furnish such address, or the address of the most
recent employer, or both, if such agency certifies that-

[(i) an order has been issued by a court of competent jurisdic-
tion against such individual for tie support and maintenance of
his chld or children who are under the age of 16 in destitute or
necessitous circumstances,

((ii) such child or children are applicants for or recipients of
assistance available under such a plan or program.

[(iii) such agency has attempted without success to secure such
information from all other sources reasonably available to it, and

[(iv) such information is requested (for its own use, or on the
request and for the use of the court which issued the order) for the
purpose of obtaining such support and maintenance.

[(B) If a request for the most recent address of any individual so
included is filed (in accordance with paragraph (2) of this subsection)
by a court having jurisdiction to issue orders or entertain petitions
against individuals for the support and maintenance of their children,
the Secretary shall furnish such address, or the address of the indi-
vidual's most recent employer, or both, for the use of the court (and
for no other purpose) in issuing or determining whether to issue such
an order against such individual or in determining (in the event such
individual is not within the jurisdiction of the court) the court to
which a petition for support and maintenance against such individual
should be forwarded under any reciprocal arrangements with other
States to obtain or improve court orders for support, if the court cer-
tifies that the information is requested for such use.

r(2) A recie~t under paragraph (1) shall be filed in such manner
and form as the Secretary may prescribe (and, in the case of a request
under paragraph (1) (A), shall be accompanied by a certified copy of
the order referred to in clauses (i) and (iv) thereof).

[(3) The penalties provided in the second sentence of subsection (a)
shall apply with respect to use of information provided under para-
graph (1) of this subsection except for the purpose authorized by
subaranraph (A) (iv) or (B) thereof.

r(4) The Secetar. in such cases and to such extent as he may pre-
scribe in vocordrnce with regulations, may require payment for the
cost of information provided under paragraph (1) ; and the provi-
sions of the second sentence of subsection (b) shall apply also with
respect to payment under this paragraph.]

Demonstration Projects

Sec. 1115. () In the case of any experimental, pilot, or demonstra-
tion project which, in th judgment of the Secretary, is likely to assist



in promoting the objectives of title I, VI, X, XIV, XVI, or XIX, or
part A of title IV, in a State or Statee-

[A] (1) the Secretary may waive compliance with any of the re-
quirements of section 2, 402, 602 1002, 1402, 1602, or 1902, as the
case may be, to the extent and Yor the period he finds necessary
to enable such State or States to carry out such project, and

[B] (2) costs of such project which would not otherwise be in-
cluded as expenditures under section 3 403, 603, 1003, 1403, 1603,
or 1903, as the case may be, and which are not included as part
of the costs of projects under section 1110, shall, to the extent
and for the period prescribed by the Secretary, be regarded as
expenditures under the State plan or plans approved under such
title, or for administration of such State plan or plans, as may be
appropriate.

In addition, not to exceed $4,000,000 of the aggregate amount appro-
priated for payments to States under such titles for any fiscal year
beginning after June 30, 1967, shall be available, under such terms
and conditions as the Secretary may establish, for payments to States
to cover so much of the cost of such project as is not covered by pay-
ments under such titles and is not included as part of the cost of
projects for purposes of section 1110.

(b) (1) In order to permit the States to achieve more effvient and
effective use of funds for public assistance, to reduce dependency, and
to improve the living conditions and increase the incomes of indhiid-
uals who are recipients of public assistance, any State having an
approved plan under part A of title IV may, subject to the provisions
of this subsection, establish and conduct not more than three demon-
stration projects. In establishing and conducting any such project the
State shll--

(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
onditions applicable to the performance of work and train-

ing on such project are established and will be maintained,
(ii) such project will not result in the dispZacement of

I I oyd wokes
iiii withrespect to such project the conditions of work,

training, education, and employment are reasonable in the
light of such factors as the type of work, geographical region,
and proficiency of the participant, and

(iv) appropriate workmen's compensation protection is
provided to al participants;

(C) provide that participation in any such project by any indi-
vidual receiving aid to families with dependent children be
voluntary.

(2) Any State which establishes and conducts demonstration projects
under this subsection, may, with respect to any such project-

(A) waive, subject to paragraph (3), any or all of the require-
ments of sections 402(a) (1) (relating to Statewide operation),
403(a) (3) (relating to administration by a single State agency),
40B (a) (8) (relating to disregard of earned income, except that



no such waiver of 402(a) (8) shall operate to waive any amount
in excess of one-half of the earned income of any individual, and
400(a) (relating to the work incentive program);

(B) subject to paragraph (4), use to cover the costs of such
projects such funds as are appropriated for payment to any such
State with respect to the assistance which is or would, except for
participation in a project under this subsection, be payable to indi-
vidual participating in such projects under part A of title IV for
any fiscal year in which such demonstration projects are con-
ducted; and

( C) use such funds as are appropriated for payments to States
under the State and Local Fiscal Assistance Act of 1972 (86 Stat.
919) for any fiscal year in which such demonstration projects are
conducted to cover so much of the costs of salaries for individuals
participating in public service employment as is not covered
through the use of funds made available under subparagraph (B).

(3) Notwithstanding the provisions of paragraph (2) (A), the Sec-
retary may review any waiver made by a State under such paragraph.
Upon a finding that any such waiver is inconsistent with the purposes
of this subsection and the purposes of part A of title IV, the Secretary
may disapprove such waiver. The demonstration project under which
any such disapproved waiver was made by such State shall be termi-
nated not later than the last day of the month following the month in
which such waiver was disapproved.

(4) Any amount payable to a State under section 403(a) on behalf
of an individual participating in a project under this section shall not
be 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 were receiving aid to fam-
ilies with dependent children and not participating in such project.

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

(6) Any demonstration project established and conducted pursuant
to the provisions of this subsection shall be conducted for not longer
than two years. All demonstration projects established and conducted
pursuant to the provisions of this subsection shall be terminated not
later than June 30, 1976.

Administrative and Judicial Review of Certain Administrative
Determinations

See. 1116. (a) (1) Whenever a State plan is submitted to the Sec-
retary by a State for approval under title I, VI, X, XIV, XVI, or
XIX, or part A of title IV, he shall not later than 90 days after the
date the plan is submitted to him, make a determination as to whether
it conforms to the requirements for approval under such title. The 90-
day period provided herein may be extended by written agreement of
the Secretary and the affected State.

(2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 days
after it has been notified of such determination, file a petition with the
Secretary for reconsideration of the issue of whether such plan con-



forms to the requirements for approval under such title. Within 30
days after receipt of such a petition, the Secretary shall notify the

State of the time and place at which a hearing will be held for the
purpose of reconsidering such issue. Such hearing shall be held not
less than 20 days nor more than 60 davs after the date notice of such
hearing is furnished to such State, unless the Secretary and such
State agree in writing to holding the hearing at another time. The
Secretary shall affirm, modify, or reverse his original determination
within 60 days of the conclusion of the hearing.

(3) Any State which is dissatisfied with a final determination made
by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4,404, 604, 1004, 1404, 1604, or 1904 may,
within 60 days after it has been notified of such determination, file with
the United States court of appeals for the circuit in which such State
is located a petition for review of such determination. A copy of the
petition shall be forthwith transmitted by the clerk of the court to
the Secretary. The Secretary thereupon shall file in the court the rec-
ord of the proceedings on which he based his determination as pro-
vided in section 2112 of title 28, United States Code.

(4) The findings of fact by the Secretary, if supported by substan-
tial evidence, shall be conclusive: but the court, for good causes shown,
may remand the case to the Secretary to take further evidence, and the
Secretary may thereupon make new or modified findings of fact and
may modify his previous action, and shall certify to the court the tran-
script and record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substantial
evidence.

(5) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the
court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.

(b) For the purposes of subsection (a), any amendment of a State
plan approved under title I, VI, X, XIV, XVI or XIX, or part A of
title IV, '1y, at the option of the State, be treated as the submission
of a new State plan.

(c) Action pursuant to an initial determination of the Secretary
described in subsection (a) shall not be staved pending reconsidera-
tion, but in the event that the Secretary subsequently determines that
his initial determination was incorrect lie shall C'ertify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

(d) Whenever the Secretary determines that any item or class of
items on account of which Federal financial participation is claimed
under title 1, I, X, XIV, XVI, XIX, or part A of title IV, shall be
disallowed for such participation, tile State shall be entitled to and
upon request shall receive a reconsideration of the disallowance.

* * * * * * *

Limitation on Federal Participation for Capital Expenditures

See. 1122. (a) * * *



(c) The Secretary shall pay any such State from the Federal
Hospital Insurance Trust Fund, in advance or by way of reimburse-
ment as may be provided in the agreement with it (and may make
adjustments in such payments on account of overpayments or under
payments previously made), for the reasonable cost of submitting to
the Secretary reports of disapproved capital expenditures together
with the reasonable cost of processing and adjudicating appeals from
the recommendation made by the designated agency concerning such
expenditures [performing the functions specified in subsection (b)].

(d) (1) Except as provided in paragraph (2), if the Secretary
determines that-

(A) neither the planning agency designated in the agreement
described in subsection (b) nor an agency described in clause (ii)
of subparagraph (B) of this paragraph had been given notice
of any proposed capital expenditure (in accordance with such
procedure or in such detail as may be required by such agency)
at least 60 days prior to obligation for such expenditure; or

(B) (i) the planning agency so designated or an agency so
described had received such timely notice of the intention to make
such capital expenditure and had, within a reasonable period
after receiving such notice and prior to obligation for such
expenditure, notified the person proposing such expenditure that
the expenditure would not be in conformity with the standards,
criteria, or plans developed by such agency or any other agency
described in clause (ii) for adequate health care facilities in such
State or in the area for which such other agency has responsibility,
and

(ii) the planning agency so designated had, prior to submit-
ting to the Secretary the findings referred to in subsection (b)-

(I) consulted with, and taken into consideration the find-
ings and recommendations of, the State planning agencies
established pursuant to sections 314(a) and 604(a) of the
Public Health Service Act (to the extent that either such
agency is not the agency so designated) as well as the public
or nonprofit private agency or organization responsible for
the comprehensive regional, metropolitan area, or other local
area plan or plans referred to in section 314(b) of the Public
Health Service Act and covering the area in which the health
care facility or health maintenance organization proposing
such capital expenditure is located (where such agency is not
the agency designated in the agreement), or, if there is no
such agency, such other public or nonprofit private agency
or organization (if any) as performs, as determined in accord-
ance with criteria included in regulations, similar functions,
and

(II) granted to the person proposing such capital expend-
iture an opportunity for a fair hearing with respect to such
findings;

then, for such period as he finds necessary in any case to effectuate the
purpose of this section, he shall. in determining the Federal payments
to be made under titles V, XVIII, and XIX with respect to services
furnished in the health care facility for which such capital expendi-
ture is made, not include any amount which is attributable to deprecia-



tion, interest on borrowed funds, a return on equity capital (in the case
of proprietary facilities), or other expenses related to such capital
expenditure. With respect to any organization which is reimbursed
on a per capita or a fixed fee or negotiated rate basis, in determining
the Federal payments to be made under titles V, XVIII, and XIX=, the
Secretary shall exclude an amount which in his judgment is a reason-
able equivalent to the amount which would otherwise be excluded
under this subsection if payment were to be made on other than a per
capita or a fixed fee or negotiated rate basis.

(2) If the Secretary, after submitting the matters involved to the
advisory council established or designated under subsection (i), de-
termines that an exclusion of expenses related to any capital expendi-
ture of any health care facility or health maintenance organization
would discourage the operation or expansion of such facility or
organization, or of any facility of such organization, which has
demonstrated to his satisfaction proof of capability to provide compre-
hensive health care services (including institutional services) effi-
ciently, effectively, and economically, or would otherwise be incon-
sistent with the effective organization and delivery of health services
or the effective administration of title V, XVIII, or XIX, he shall
not [include] exclude such expenses pursuant to paragraph (1).

a * * * S * S

Limitation on Funds for Certain Social Services

Sec. 1130. (a) Notwithstanding the provisions of section 3(a) (4)
and (5), 403(a) (3), 603(a) (1), 1003(a) (3) [and (4)], 1403(a) (3)
and (4), or 16 03(a) (4) and (5), amounts payable for any fiscal yesr
(commencing with the fiscal year beginning July 1, 1972) under such
section (as determined without regard to this section) to any State
with respect to expenditures made after June 30, 1972, for services re-
ferred to in such section (other than the services provided pursuant to
section 402(a) (19) (G)), shall be reduced by such amounts as may
be necessary to assure that[-]

[(1)] the total amount paid to such State (under all of such
sections) for such fiscal year for such services does not exceed the
allotment of such State (as determined under subsection (b)) [;
and

[(2) of the amounts paid (under all of such sections) to such
State for such fiscal year with respect to such expenditures, other
than expenditures for-

[(A) services provided to meet the needs of a child for
personal care, protection, and supervision, but only in the
case of a child where the provision of such services is needed
(i) in order to enable a member of such child's family to

accept or continue in employment or to participate in train-
ing to prepare such member for employment, or (ii) because
of the death, continued absence from the home, or incapacity
of the child's mother and the inability of any member of
such child's family to provide adequate care and supervision
for such child;

[ (B) family planning services;



[(C) services provided to a mentally retarded individual
(whether a child or an adult), but only if such services are
needed (as determined in accordance with criteria prescribed
by the Secretary) by such individual by reason of his con-
dition of being mentally retarded;

[(D) services provided to an individual who is a drug
addict or an alcoholic, but only if such services are needed
(as determined in accordance with criteria prescribed by the
Secretary) by such individual as part of a program of active
treatment of his condition as a drug addict or an alcoholic;
and

[(E) services provided to a child who is under foster care
in a foster family home (as defined in section 408) or in a
child-care institution (as defined in such section), or while
awaiting placement in such a home or institution, but only
if such services are needed (as determined in accordance
with criteria prescribed by the Secretary) by such child
because he is under foster care,

not more than 10 per centum thereof are paid with respect to
expenditures incurred in providing services to individuals who are
not recipients of aid or assistance (under State plans approved
under title I, X, XIV, XVI, or part A of title IV), or applicants
(as defined under regulations of the Secretary) for such aid or
assistance.]

(b) (1) For each fiscal year (commencing with the fiscal year
beginning July 1, 1972) the Secretary shall allot to each State an
amount which bears the same ratio to $2,500,000,000 as the population
of such State bears to the population of all the States.

(2) The allotment for each State shall be promulgated for each
fiscal year by the Secretary between July 1 and August 31 of the
calendar year immediately preceding such fiscal year on the basis of
the population of each State and of all of the States as determined
from the most recent satisfactory data available from the Depart-
ment of Commerce at such time; except that the allotment for each
State for the fiscal year beginning July 1, 1972, and the following
fiscal year shall be promulgated at the earliest practicable date after
the enactment of this section but not later than January 1, 1973.

(c) Nothing in subsection (a) or (b) of this section or in title I,
IV, VI, X, XIV, or XVI shall be construed to restrict the freedom of
a State (with respect to social services the cost of which is shared by
the Federal Government under any such title and to which subsec-
tions (a) and (b) are applicable) to determine what services it will
make available under its State plan approved under such title, the per-
sons eligible for such services, the manner in which such services are
provided, and any limitations or conditions on the receipt of such
services, to the extent that such services are social services (as deter-
mined by the State) and the Federal share of their aggregate cost
does not exceed the allocation to the State (for the fiscal year in-
volved) under this section (or section 132 of the Social Security
Amendments of 1973); except that nothing in this subsection shall
be construed to relieve any State which has a State plan approved
under part A of title IV from complying with the requirements im-



,posed by section 402(a) with respect to the provision of social services
to recipients of aid wnder such plan.

(d) For purposes of subsection (a) and for purposes of part A
-of title IV, VI, X, XIV, and XVI, the services referred to in 8ub-
,section (c) as "social servicea"--

(1) shall be such services as each State determines to be ap-
propriate for meeting any of the following specific goals:

(A) Self-support goal: To achieve and maintain the maxi-
mum feasible level of employment and economic self-
sufflciency;

(B) Family-care or self-care goal: To strengthen family
life and to aoAieve and maintain maximsun personal inde-
pendence, self-determination, and security in the home, in-
cluding, for children, the achievement of maximum potential
for eventual independent living, and to prevent or remedy
neglect, abuse, or exploitation of children;

(C) Comnmunity-based care goal: To secure and maintain
community-based care which approximates a home environ-
ment, when living at home is not feasible and institutional
care is inappropriate; or

(D) Institutional care goal: To secure appropriate insti-
tutional care when other forms of care are not feasible; and

(2) include the following services:
(A) child care services for children, to meet the needs of

a child for personal care, protection, and supervision, but
only in the case of a child where the provision of such service
is needed (i) in order to enable a member of such child's
family to accept or continue in employment, or toparticipate
in education or training to prepare such member for employ-
ment, or (ii) because of the death, continued absence from
the home, incapacity or inability of the child's mother, or the
inability of any member of such child's family to provide
adequate care and supervision for such child;

(B) child care services for children With special needs,
including services provided when appropriate, as determined
by the State, for eligible children qrho are mentally retarded
or otherwise hae special social or developmental needs;

(C) services for children in foster care, including services
provided to a child who is under or awaiting foste care and
including preventive diagnostic and curative health services
not furnished under the State's title XIX plan, provided to
or on behalf of a child who is or has within ninety days been
receiving maintenance, care, and supervmiion in the form of
foster care in a foster family home or child care institution
(Ma those forms are defined in the last paragraph of section

408) or who is awvalfinqg placemnent in suh a'home or institu-
tion, or provided to a child in or by a nonresidVential di aaios-
tie or treatment facility. Such services shall be available
whether they are rendered directly by the providers of foster
care or by the nonresidential facility, or are othersaiSe pro-
vided or obtained for the child by the, State when such serv-
iCes are needed in order for the chld to return to or remain
in his oivn home, the home of another relative, or an adoptive
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home, or to continue in foster care as appropriate. Such serv-
ices also include services related to the relinquishment of
children for adoption and the placement of children in adop-
tive homes, and activities to develop and recruit, study, ap-
prove, and subsequently evaluate out of home care resources
for foster care;

(D) p-rotective services for children, including multidisci-
plinary (medical, legal, social, and other) services far the
following purposes; identification, investigation, and response
to in(-,idents or evidence of neglect, abuse, or exploitation of
a child; helping parents and others to recognize the causes
thereof and strengthening the ability of families to provide
acceptable care; or, if that is not possible, bringing the situ-
ation to the attention of appropriate courts or law enforce-
menit agent cies, furnishing relevant data, and providing fol-
lou-np sea-ices;

(E) family planning services (incmlding social, eduna-
tiojal, and medical servicess for any female of child bearigr
age aid any other appropriate individual needing such serv-
ice) : Proeided, That individuals must be assured choice of
method, and acceptance of any such services nust be volun
taty on the part of the individual and may not be a pre-
requisite oi impediment to eligibility for any other serr .re."

(F) protective services for adults, including identifying
amd helping to correct hazardous living conditions or sitba-
tions of potential or actual neglect or 'exploitation of an in-
dividual who is unable to protect or care 7or himself;

(0 ) services for adults in foster care not available under
titles XVI, XVIII, and XIX, services for adults in tqventy-
four-hour foster homes or group care in other than medical
institutions, including assessment of need for such care, find-
insg of foster homes and institutional resources, making
"arrangements-for placement, supervision, and periodic reviego
while in placement, counseling services for the adultindivid-
uals and their families, and services to assist adults in leavi-ig
foster care to attain independent living;

(H) homemaker services for individuals in their own
homes, including helping individuals to overcome specific
barriers to maintaining, strengthening, and safeguarding
their functioning in the home, through the services of a
trained and supervised homemaker;

(1) chore services including the performance of household
tasks, essential shopping, simple household repairs, and other
light work necessary to enable an individual to remain in his
own home when he is unable to perform such tasks himself
and they do not require the services of a trained homemaker
or other specialists;

(J) home delivery or congregate meals and the preparation
and delivery of hot meals to an Individual in his home or in a
central dining facility, to assist the individual to remain in
his home, and to assure sound nutrition;

(K) day care services for adults, including meal prepara-
tion and serving, compaosn -hip, educational and recreational
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activities, and rehabilitation activity when provided for less
than a twenty-four-hour period in a group or family setting;

(L) health-related services, including helping individuals
to identify health (including ndntal health) needs and as-
sisting individuals to secure diagnostic, preventive, remedial,
ameliorative, and other needed health services and helping
to expedite return to community living from institutional care
when discharge is medically recommended;

(M) home management and other funwtional educational
services, including formal or informal instruction and train,
ing in management of household budgets, maintenance and
care of the homne, preparation of food, nutrition, consumer
education, child rearing, and health maintenance;

(N) Housing improvement services, including helping indi-
viduals to obtain or retain adequate housing and minor re-
pairs necessary for personal protection;

(0) a full range of legal services, at the option of the
State, for persons desiring assistance with legal problems, in-
cluding services to establish paternity and child support and
services related to adoption:;

(P) transportation services necessary to travel to and from
community facilities or resources for receipt of services;

(Q) educational and training services for adult family
members and services to assist children to obtain education
and training to their fullest capacities, where there are needs
not met by the work incentive program; and vocational re-
habilitation services as defined in the Vocational Rehabilita-
tion Act when provided pursuant to an agreement with the
State agency administering the vocational rehabilitation
program;

(R) employment services to enable individuals to secure
paid employment or training leading to such employment,
including vocational, educational, social, and psychological
diagnostic assessments to determine potential for job training
or employment and other services that will assist in the inds-
vidual's plan for achieving full or partial self-support, where
there are needs not met by the work incentive program;

(S) information, referral, followup and determination of
eligibility and the need for services, without regard to indi-
vidual eligibility criteria;

(T) special services for the mentally retarded, or special
adaptations of generic services, directed toward alleviating
a developmental handicap or toward the social, personal, or
economic habilitation of an individual of subaverage intel-
lectual functioning associated with impairment of adaptive
behavior as defined and determined by the State agency, with
such services including but not limited to personal care, day
care, training, sheltered employment, recreation, counseling
of the retarded individual and his family, protective and
other social and sociolegal services, information and referral,
follow along services, transportation necessary to deliver
such services, diagnostic and evaluation services, and similar



special services for other individuals requiring such serves
because of developmental disability;

(U) special services for the blind to alleviate the handi-
capping effects of blindness through training in mobility,
personal care, home management, and communication skills;
special aids and appliances; and special counseling for care-
takers of blind children and adults;

(V) services for alcoholism and drug addiction for an in-
dividual who is becoming dependent on or is addicted to
alcohol or other drugs as determined by the standards set by
the State agency designated by the State under the Compre-
hensive Alcohol Abuse and Treatment Act of 1970 and the
Drug Abuse and Treatment Act of 1972, if such services are
needed as part of a program for prevention or treatment of
addiction or the conditions arising from misuse of alcohol or
other drugs, including but not limited to social and rehabili-
tative services for resident patients receiving services in a
supportive environment (such as a halfway house, hostel, or
foster home) and including medical services (such as psy-
chiatric services) incidental to the provision of a social
service;

(W) special services for the emotionally disturbed as de-
fined by the State;

(X) special services for the physically handicapped as
defined by the State; and

(Y) any other services which the State finds appropriate
for meeting the goals of self-support, family care or self-
care, community based care, or institutional care.

(e) (1) Effective July 1, 1974, Federal financial assistance which is
subject to the limitation imposed by subsections (a) and (b) shall be
available for a new purchase of services from a public agency (other
than the single State agency) only for services beyond those repre-
sented by the expenditures for the previous fiscal year of the provider
agency (or its predecessor) for the type of service and type of persons
covered by the agreement.

(2) A purchase of services in any fiscal year shall not be considered
a new purchase of services to the extent that an equivalent purchase
of services from the same provider agency (or its predecessor) was
made in any of the three preceding fiscal years and was included in the
expenditures for which Federal financial participation was provided
under titles I. V1, X, XIV, or XVI or Part A of title IV.

[(c)] (f) For purposes of this section, the term "State" means any
one of the fifty States or the District of Columbia.

Annual Reports by Secretary on Social Services

Sec. 1131. (a) Not later than June 30, 1975, and June 30 of each
year thereafter, the Secretary shall submit to Congress a report on
social services programs under sections 3, 403, 603, 1003, 1403, and
1603. Such report shall include information on a State-by-State basis
as to the amounts of funds expended for each type of service (classi-
fied in such categories as the Secretary may determine to be appro-
priate), and such other data and information as may be appropriate.



(b) The Secretary shall require the States to make such reports con-

cerming their use of Federal social services funds which shall be the

basis of the report required by subsection (a).

* * * * * * *

Use of Donated Funds in Provision of Social Services

Sec. 1132. For /',posps of the services to which the provision of

sectlon 1130 are atpis able, donated private funds (including tn- kod

contributions, as defitcd in Oi!B Cidsrslr A-102, as in effect on

October 1, 1973) for services shall be considered as State fsnds in

claiming Federal reimbursement where such fvnds are transferred to

the State or local agency and under its administrative control and are

donated an an unrestricted basis (except that funds donated to sup-

port a particular kind of activity in a named community shall be

acceptable).
* * * * * * *

Designation of Professional Standards Review Organizations

See. 1152. (a) * * *

* * * * * * *

(c) (1) The Secretary shall not enter into any agreement under this
part under which there is designated as the Professional Standards
Review Organization for any area any organization other than an
organization referred to in subsection (b) (1) (A) prior to January
1, 1976, nor after such date, unless, in such area, there is no organiza-
tion referred to in subsection (b) (1) (A) which meets the conditions
specified in subsection (b) (2).

(2) Whenever the Secretary shall have entered into an agreement
under this part under which there is designated as the Professional
Standards Review Organization for any area any organization other
than an organization referred to in subsection (b) (1) (A), he shall not
renew such agreements with such organization if he determines that-

(A) there is in such area an organization referred to in sub-
section (b) (1) (A) which (i) has not been previously designated
as a Professional Standards Review Organization, and (ii) is
willing to enter into an agreement under this part under which
such organization would be designated as the Professional Stand-
ards Review Organization for such area;

(B) such organization meets the conditions specified in sub-
seelion (b) (2) ; and

C) the designation of such organization as the Professional
Standards Review Organization for such area is anticipated to,
result in substantial improvement in the performance in such
area of the duties and functions required of such organizations
under this part.

(3) The Secretary shall give priority to designation of local
areas ad prioritoq in designtion as the Professional Standard&
leties, Organization for any area to an otherwise qualified or-
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ganization proposed to be established and operated at a local
level.

(d) * **

* * * * * * *

(g) In carrying out the provisions of this section, the Secretary may
designate, as an appropriate area with respect to which a Professional
Standards Review Organization may be designated, an area encom-
passing a whole State; and the Secretary shall not refuse to designate
any gualifled organization as the Professional Standards Review
Organization with respect to such area solely because of the number of
physicians in such State.

* * * * * * *

Statewide Professional Standards Review Councils; Advisory
Groups to Such Councils

Sec. 1162. (a) In any State in which there are located [three] one
or more Professional Standards Review Organizations, the Secretary
shall establish a Statewide Professional Standards Review Council.

(b) (1) The membership of any such Council for any State in
which there are located three or more Professional Standards Review
Organizations shall be appointed by the Secretary and shall consist
of-

[(1)] (A) one representative from and designated by each
Professional Standards Review Organization in the State;

[(2)] (B) four physicians, two or whom may be designated by
the State medical society and two of whom may be designated by
the State hospital association of such State to serve as members
on such Council; and

E(3)] (C) four persons knowledgeable in health care from such
State whom the Secretary shall have selected as representatives of
the public in such State (at least two of whom shall have been
recommended for membership on the Council by the Governor of
such State).

(2) The membership of any such Council for any State in
which there are located two Professional Standards Review Or-
ganizations shall be appointed by the Secretary and shall consist
of_

(A) two representatives from and designated by each
Professional Standards Review Organization in the State;

(B) four physicians, two of whom may be designated by
the State medical society and two of whom may be designated
by the State hospital association of such State to serve as
members on such Council; and

(C) four persons knowledaopbe in health care from such
State whom the Secretary shall have selected as representa-
tives of the public in such State (at least two of whom shall
have been recommended for membership on the Council by
the Governorof such State).
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(3) The membership of any such Council for any State in
which there is located one Professional Standards Review Orga-
nazation shall be appointed by the Secretary and shall consist of-

(A) four physicians who shall be nominated by and
elected from among the general membership of the Profe-
8ional Standards Review Organization annually;

(B) two physicians who may be designated by the State
hospital association of such State to serve as members on such
Council; and

(C) four persons knowledgeable in health care from such
State whom the Secretary shall have selected a8 representa-
tives of the public in such State (at least two of whom shall
have been recommended for membership on the Council by
the Governor of such State).

* * * * * *

TITLE XIV-GRANTS TO STATES FOR AID TO THE

PERMANENTLY AND TOTALLY DISABLED
* * € • *

Payments to States

Sec. 1403. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay (subject to section 1130) to each State
which has an approved plan for aid to the permanently and totally
disabled, for each quarter, beginning with the quarter commencing
October 1,1958-(I) * , •

* , * * S

(3) in the case of any State [whose State plan approved under
section 1402 meets the requirements of subsection (c) (1)1, an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centum of so much of such expenditures as are
for-

(i) services which are [prescribed pursuant to subsec-
tion (c) (1) and are] provided [(in accordance with the
next sentence)] to applicants for or recipients of aid to
the permanently and totally disabled to help them attain
or retain capability of self -support or self-care, or

(ii) other services [, specified by the Secretary as]
which (as determined y th State) are likely to prevent
or reduce dependency, [so] and which are provided to
such applicants or recipients, or

(iii) any of the services [prescribed pursuant to sub-
section (c) (1), and of the services specified as provided in
clause (ii) which the Secretary may specify as] de-
scribed in causes (i) and (ii) which the State determines
to be appropriate for individuals who [, within such pe-



tiod or periods as the Secretary may prescribe,] have been
or are likely to become (as determined by the State) ap-
plicants for or recipients of aid to the permanently and
totally disabled, if such services are requested by [such
individuals] and [are] provided to such individuals [in
accordance with the next sentence], or

(iv) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political subdivi-
sion; plus

[(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services pro-
vided (in accordance with the next sentence) to applicants for
or recipients of aid to the permanently and totally disabled,
and to individuals requesting such services who (within such
period or periods as the Secretary may prescribe) have been
or are likely to become applicants for or recipients of such
aid; plus]

[ (C) ] (B) one-half of the remainder of such expenditures.
[The services referred to in subparagraphs (A) and (B) shall
except to the extent specified by the Secretary, include only-

[(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the politi-
cal subdivision: PRovided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provide by
such staff. and

[(E) Under conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and
which are provided pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies) ;

[except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for administra-
tion of the State plan to which subparagraph (A) applies and the
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portion thereof to which subparagraphs (B) and (C) apply shall'
be determined in accordance with such methods and procedures
as may be permitted by the Secretary; and

[(4) in the case of any State whose State plan approved under
section 1402 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance.
with the provisions of such paragraph.]

* * * € * S S

[(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1402 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the permanently and totally disabled
at least those services to help them attain or retain capability for self-
support or self-care which are prescribed by the Secretary.

[(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1), but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency administering or supervising the adminis-
tration of such plan, that-

[(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

[(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

[the Secretary shall notify such State agency that further payments.
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to.
comply. Until the Secretary. is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made.
subject to the other provisions of this title, under paragraph (4) of
such subsection.]

* * * S S S S

TITLE XVI-GRANTS TO STATES FOR AID TO THE AGED,
BLIND, OR DISABLED FOR SUCH AID AND MEDICAL
ASSISTANCE FOR THE AGED

Payments to States

Sec. 1603. (a) From the sums appropriated therefor, the Sec-
retary shall pay (subject to section 1130) to each State which has a
plan approved under this title, for each quarter, beginning with the-
quarter commencing October 1, 1962-(1) * * *

S S * S * S S



(4) in the case of any State [whose State plan approved under
section 1602 meets the requirements of subsection (c) (1),] an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

(A) 75 per centuin of so much of such expenditures as are
for-

(i) services which [are prescribed pursuant to subsec-
tion (c) (1) and] are provided [(in accordance with the
next sentence)] to applicants for or recipients of aid or
assistance under the plan to help them attain or retain
capability for self-support or self-care, or

(ii) other services [, specified by the Secretary as]
which (as determined by the State) are likely to prevent
or reduce dependency [, so] and which are provided to
such applicants or recipients, or

(iii) any of the services [prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as]
described in clauses (i) and (ii) which the State de-
ternmines to be appropriate for individuals who [, within
such period or periods as the Secretary may prescribe.]
have been or are likely to become (as determsined by the
State) applicants for or recipients of aid or assistance
under the plan if such services are requested by [such
individuals] and [are] provided to such individuals
[in accordance with the next sentence], or

(iv) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political subdi-
vision; plus

[(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services pro-
vided (in accordance with the next sentence) to applicants
for or recipients of aid or assistance under the plan, and to
individuals requesting such services who (within such pe-
riod or periods as the Secretary may prescribe) have been or
are likely to become applicants for or recipients of such aid
or assistance;]

[ (C) ] (B) one-half of the remainder of such expenditures.
[The services referred to in subparagraphs (A) and (B)
shall, except to the extent specified by the Secretary, include
only-

[(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the polit-
ical subdivision: Prorided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehatbilitation carried on under a
State plan approved under such Act, or (ii ) which the State



agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provided by
such staff, and

[(E) under conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and
which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act or by any other
State agency which the Secretary may determine to be appro-
priate (whether provided by its staff or by contract with
public (local) or nonprofit private agencies) ;

[except that services described in clause (ii) of subparagraph
(D) hereof may be provided only pursuant to agreement with
such State agency or agencies administering or supervising the
administration of the State plan for vocational rehabilitation
services so approved. The portion of the amount expended for
administration of the State plan to which subparagraph (A)
applies and the portion thereof to which subparagraphs (B)
and (C) apply shall be determined in accordance with such
methods and procedures as may be permitted by the Secretary;
and

[(5) in the case of any State whose State plan approved under
section 1602 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of such paragraph.]

[(c) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a), its State plan approved under section
1602 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the aged, blind, or disabled under such
State plan at least those services to help them attain or retain capa-
bility for self-support or self-care which are prescribed by the
Secretary.

[(2) In the case of any State whose State plan included a provision
meeting the requirements of paragraph (1). but with respect to which
the Secretary finds, after reasonable notice and opportunity for hear-
ing to the State agency, administering or supervising the administra-
tion of such plan, that-

[(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or

[(B) in the administration of the plan there is a failure to
comply substantially with such provision,
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[the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (4) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with re-
spect to the administration of such State plan shall not be made under
paragraph (4) of subsection (a) but shall instead be made, subject
to the other provisions of this title, under paragraph (5) of such
subsection.]

* * * * * * *

TITLE XVI SUPPLEMENTAL SECURITY INCOME FOR
THE AGED, BLIND, AND DISABLED

Part A-Determination of Benefits

Eligibility for and Amount of Benefits

Definition of Eligible Individual

See. 1611. (a) (1) Each aged, blind, or disabled individual who does
not have an eligible spouse and-

(A) whose income, other than income excluded pursuant to
section 1612(b), is at a rate of not more than [$1,680] $1,752 for
the calendar year 1974 or any calendar year thereafter, and

(B) whose resources, other than resources excluded pursuant
to section 1613(a), are not more than (i) in case such individual
has a spouse with whom he is living, $2,250, or (ii) in case such
individual has no spouse with whom he is living, $1,500,

shall be an eligible individual for purposes of this title.
(2) Each aged, blind, or disabled individual who has an eligible

spouse and-
(A) whose income (together with the income of such spouse),

other than income excluded pursuant to section 1612(b), is at a
rate of not more than [$2,520] $2,628 for the calendar year 1974,
or any calendar year thereafter, and

(B) whose resources (together with the resources of such
spouse), other than resources excluded pursuant to section
1613(a), are not more than $2,250,

shall be an eligible individual for purposes of this title.

Amounts of Benefits

(b) (1) The benefit under this title for an individual who does not
have an eligible spouse shall be payable at the rate of [$1,680] $1,752
for the calendar year 1974 and any calendar year thereafter, reduced
by the amount of income, not excluded pursuant to section 1612(b),
of such individual.

(2) The benefit under this title for an individual who has an eligible
spouse shall be payable at the rate of [$2,520] $2,628 for the calendar
year 1974 and any calendar year thereafter, reduced by the amount of
income, not excluded pursuant to section 1612(b), of such individual
and spouse.

* * * * * * *



Certain Individuals Deemed To Meet Resources Test

[(g) In the case of any individual or any individual and his spouse
(as the case may be) who for the month of December 1973 was a
recipient of aid or assistance under a State plan approved under title
I, X, XIV, or XVI, the resources of such individual or such individual
and his spouse shall be deemed not to exceed the amount specified in
sections 1611(a) (1) (B) and 1611(a) (2) (B) during any period that
the resources of such individual or individual and his spouse (as the
ease may be) does not exceed the maximum amount of resources, as
specified in the State plan (above referred to, and as in effect in Octo-
ter 1972) under which he or they were entitled to aid or assistance for
the month of December 1972.]

(g) In the case of any individual or any individual and his spouse
,(as the case may be) who-

(1) received aid or assistance for December 1973 under a plan
of a State approved under title I. X, XIV, or XVI,

(2) has, since December 31, 1973, continuously resided in the
State under the plan of which he or they received such aid or
assistance for December 197.3, and

(3) has, since December 31,1973, continuously been (except for
periods not in excess of six consecutive months) an eligible individ-
ual or eligible spouse with respect to whom supplemental security
income benefits are payable,

the resources of such individual or such indiidnal and his spouse (as
the ease may be) shall b'e deemed not to exceed the amount specified in
sections 1611 (a) (1) (B) and 1611(a) (2) (B) during any period that
the resources of that indiridnal ond h;s spouse (as the case may be)
,do not exceed the maxim ar amount of resaures speified in the State
plan, as in effect for October 1P72, under which he ar they received
-uch aid or a.s'e,.tan e for December 1973.

Certain Individuals Deemed To Meet Income Test

[(1h) In determining eligibility for, and the amout of, benefits pay-
able under this section in the case of any individual or any individ-
ual and his spouse (as the case may be) who is blind (as that term is
defined under a State plan approved under title X or XVI as in
effect in October 1.972) and who for the month of )ecember 1973 was
a recipient of aid or a:-isdance under a State plan approved under
title X or XVI, there shall be disregarded an amount equal to the
greater of the amounts determined as follows-

[(1) the maximum amount of any earned or unearned income
which could have been disregarded under the State plan (above
referred to, and as in effect in October 197

5
), or

[(2) the amount which would be required to be disregarded
under section 1612 without application of this subsection.]

(h) In determining eligibility for, and the amount of, benefits pay-
asble under this section in the ca. e of any individual or any individual
and his spouse (as the ease may bc) who-

(1) reecied aid or ,scstanee for December 1973 under a plan
of a State appro red under title X or XFL,



(2) is blind under the definition of that term in the plan, as
in effect for October 1972, under which he or they received such
aid or assistance for December' 1973,

(3) has, since December 31, 1973, continuously resided in the
State under the plan of which he or they received such aid or as-
sistance for December 1973, and

(4) has, since December 31, 1973, continuously been (except for
pd)eriods not in excess of six coj.,rc(tie months) and eligible in-
ividual or an eligible spouse t'ith respect to whom supplemental

security income benefits are payable,
there shall be disregarded an amount equal to the greater of (A) the
maximum amount of any earned or unearned income which could have
been disregarded under the State plan, as in effect for October 1972,
under which he or they received such aid or assistance for December
1973, and (B) the amount which would be required to be disregarded
under section 1612 without application of this subsection."

Income

Meaning of Income

See. 1612. (a) * * *

Exclusions From Income

(b) In determining the income of an individual (and his eligible
spouse) there shall be excluded-

(1) subject to limitations (as to amount or otherwise) pre-
scribed by the Secretary, if such individual is a child who is, as
determined by the Secretary, a student regularly attending a
school, college, or university, or a course of vocational or technical
training designed to prepare him for gainful employment, the
earned income of such individual ;

(2) (A) the first $240 per year (or proportionately smaller
amounts for shorter periods) of income (whether earned of un-
earned) other than income which is paid on the basis of the need
of the eligible individual;

(B) monthly (or other periodic) payments received by an indi-
viduaZ (or his eligible spouse) under a program established prior
to ,Juq 1, 1973, if such payments are made by the State of which
the indbiidual receiving such payments is a resident, and if eligi-
bility of any individual for such payments is not based on need
and is based solely on attainment of age 65 and duration of resi-
dence in excess of 24 years in such State by such individual;

(3) (A) the total unearned income of such individual (and
such spouse, if any) in a calendar quarter which, as determined in
accordance with criteria prescribed by the Secretary, is received
too infrequently or irregularly to be included, if such income so
received does not exceed $60 in such quarter, and (B) the total
earned income of such individual (and such spouse, if any) in a



calendar quarter which, as determined in accordance with such
criteria, is received too infrequently or irregularly to be included,
if such income so received does not exceed $30 in such quarter;

(4) (A) if such individual (or such spouse) is blind (and has
not attained age 65, or received benefits under this title (or aid
under a State plan approved under section 1002 or 1602) for the
month before the month in which he attained age 65), (i) the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof,

ii) an amount equal to any expenses reasonably attributable to
the earning of any income, and (iii) such additional amounts of
other income, where such individual has a plan for achieving
self -supported approved by the Secretary, as may be necessary for
the fulfillment of such plan,

(B) if such individual (or such spouse) is disabled but not
blind (and has not attained age 65, or received benefits under this
title (or aid under a State plan approved under section 1402 or
1602) for the month before the month in which he attained age
65), (i) the first $780 per year (or proportionately smaller
amounts for shorter periods) of earned income not excluded by
the preceding paragraphs of this subsection, plus one-half of the
remainder thereof, and (ii) such additional amounts of other in-
come, where such individual has a plan for achieving self-support
approved by the Secretary, as may be necessary for the fulfillment
of such plan, or

(C) if such individual (or such spouse) has attained age 65
and is not included under subparagraph (A) or (B), the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof;

(5) any amount received from any public agency as a return
or refund of taxes paid on real property or on food purchased
by such individual (or such spouse) ;

(6) assistance described in section 1616(a) which is based on
need and furnished by any State or political subdivision of a
State;

(7) any portion of any grant, scholarship, or fellowship re-
ceived for use in paying the cost of tuition and fees at any edu-
cational (including technical or vocational education) institution;

(8) home produce of such individual (or spouse) utilized by the
household for its own consumption;

(9) if such individual is a child one-third of any payment for
his support received from an absent parent; and

(10) any amounts received for the foster care of a child who
is not an eligible individual but who is living in the same home
as such individual and was placed in such home by a public or
nonprofit private child-placement or child-care agency.
* * * S S * *
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Meaning of Terms

Aged, Blind, or Disabled Individual

Sec. 1614. (a) (1) For purposes of this title, the term "aged, blind,
or disabled individual" means an individual who--

(A) is 65 years of age or older, is blind (as determined under
paragraph (2)), or disabled (as determined under paragraph
(3)), and

(B) is a resident of the United States, and is either (i) a
citizen or (ii) an alien lawfully admitted for permanent residence
or otherwise permanently residing in the United States under
color of law (including any alien who is lawfully present in the
United States as a result of the application of the provisions of
section 203(a) (7) or section 212(d) (5) of the Immigration and
Nationality Act).

(2) An individual shall be considered to be blind for purposes
of this title if he has central visual acuity of 20/200 or less in the
better eye with the use of a correcting lens. An eye which is accom-
panied by a limitation in the fields of vision such that the widest diam-
eter of the visual field subtends an angle no greater than 20 degrees
shall be considered for purposes of the first sentence of this sub-
section as having a central visual acuity of 20/200 or less. An individ-
ual shall also be considered to be blind for purposes of this title if
he is blind as defined under a State plan approved under title X or
XVI as in effect for October 1972 and received aid under such plan
(on the basis of blindness) for December 1973, so long as he is con-
tinuously blind as so defined.

(3) (A) An individual shall be considered to be disabled for pur-
poses of this title if he is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental
impairment which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less
than twelve months (or, in the case of a child under the age of 18,
if he suffers from any medically determinable physical or mental im-
pairment of comparable severity). [An individual shall also be con-
sidered to be disabled for purposes of this title if he is permanently
and totally disabled as defined under a State plan approved under
title XIV or XVI as in effect for October 1972 and received aid
under such plan (on the basis of disability) for December 1973, so
long as he is continuously disabled as so defined.]

(B) For purposes of subparagraph (A), an individual shall be
determined to be under a disability only if his physical or mental
impairment or impairments are of such severity that he is not only
unable to do his previous work but cannot, considering his age, educa-
tion, and work experience, engage in any other kind of substantial
gainful work which exists in the national economy, regardless of
whether such work exists in the immediate area in which e lives, or
whether a specific job vacancy exists for him, or whether he would
be hired if he applied for work. For purposes of the preceding sen-
tence (with respect to any individual), "work which exists in the na-
tional economy" means work which exists in significant numbers either
in the region where such individual lives or in several regions of the
country.



(C) For purposes of this paragraph, a physical or mental impair-
ment is an impairment that results from anatomical, physiological, or
psychological abnormalities which are demonstrable by medically ac-
ceptable clinical and laboratory diagnostic techniques.

(D) The Secretary shall by regulations prescribe the criteria for
determining when services performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful activity. Notwithstanding the provisions of subparagraph (B), an
individual whose services or earnings meet such criteria, except for
purposes of paragraph (4), shall be found not to be disabled.
( I) Notwithstanding the provisions of subparagraphs (A)

through (D), an individual shall also be considered to be disabled for
purposes of this title if he is permanently and totally disabled as de-
fined under a Stateplan approved under title XIV or XVI as in
effect for October 19'20 and received aid under such plan (an the basis
of disability) for December 1973 (and for at least one month prior
to July 1973), so long as he is continuously disabled as so defined.

(4) (A) For purposes of this title, any services rendered during a
period of trial work (as defined in subparagraph (B)) by an indi-
vidual who is an aged, blind, or disabled individual solely by reason

of disability (as determined inder paragraph (3) of this subsection)shall be deemed not to have been rendered by such individual in de-termining whether his disability has ceased in a month during such
period. As used in this paragraph, the term "services" means activity
which is performed for remuneration or gain or is determined by the

Secretary to be of a type normally performed for remuneration or
gain.

(B) The term "period of trial work" with respect to an individual
who is an aged, blind, or disabled individual solely by reason of dis-
ability (as determined under paragraph (3) of this subsection), means
a period of months beginning and ending as provided in subpara-
graphs (C) and (D).

(C) A period of trial work for any individual shall begin with the
month in which he becomes eligible for benefits under this title on the
basis of his disability; but no such period may begin for an individual
who is eligible for benefits under this title on the basis of a disability
if he has had a previous period of trial work while eligible for benefits
on the basis of the same disability.

(D) A period of trial work for any individual shall end with the
close of whichever of the following months is the earlier:

(i) the ninth month, beginning on or after tie first day of
such period, in which the individual renders services (whether or
not such nine months are consecutive) ; or

(ii) the month in which his disability (as determined under
paragraph (3) of this subsection) ceases (as determined after the
application of subparagraph (A) of this paragraph).
* * * * * * *

Optional State Supplementation

Sec. 1616. (a) Any cash payments which are made by a State
(or political subdivision thereof) on a regular basis to individuals
who are receiving benefits under this title or who would but for their



income be eligible to receive benefits under this title, as assistance
based on need in supplementation of such benefits (as determined
by the Secretary), shall be excluded under section 1612,(b) (6) in
determining the income of such individuals for purposes of this title
and the Secretary and such State may enter into an agreement which
satisfies subsection (b) under which the Secretary will, on behalf of
such State (or subdivision) make such supplementary payments to all
such individuals.

(b) Any agreement between the Secretary and a State entered into
under subsection (a) shall provide-

(1) that such payments will be made (subject to subsection (c))
to all individuals residing in such State (or subdivision) who are
receiving benefits under this title, and

(2) such other rules with respect to eligibility for or amount
of the supplementary payments, and such procedural or other
general administrative provisions, as the Secretary finds neces-
sary (subject to subsection (c) ) to achieve efficient and effective
administration of both the program which he conducts under this
title and the optional State supplementation.

(c) (1) Any State (or political subdivision) making supplementary
payments described in subsection (a) may at its option impose as a
condition of eligibility for such payments, and include in the State's
agreement with the Secretary under such subsection, a residence re-
quirement which excludes individuals who have resided in the State
(or n political subdivision) for less than . minimum period prior to
application for such payments.

(2) Anv State (or political subdivision), in determining, the eligi-
bility of any individual for supplementary payments described in sub-
section (a), may disregard amounts of earned and unearned income in
addition to other amounts which it is required or permitted to dis-
regard under this section in determining such eligibility, and shall in-
clude a provision specifying the amount of any such income that will
be disregarded, if any.

(d) Any State which has entered into an agreement with the See-
retary under this section which provides that the Secretary will, on
behalf of the State (or political subdivision), make the supplemen-
tary pI monts to individuals who are receiving benefits under this title
(or who would but for their income be eligible to receive such bene-

fits). shall, at such times and in such installments as may be agreed
npon between the Secretary and such State, pay to the Secretary an
amount equal to the expenditures made by the Secretary as such sup-
plementary payments.

(e) Paym-ents made under this title vwith respect to an induadual
shall be reduced b.7 an amount ,qut to the amount of any supp~eme-
tary paynent (as described in sobsection (o)) or other post esent mad-
by a State (or political subdiision thereof) which is made for or on
account of ain medical or any other type of recd;l care provided by
an institution to such individual as an, inpatient of such institution in
the case of anW State ,which has a plan approved nder title XIX of
this Act if such are is (or could be) provided under a State p

7
an an-

proved under title XI of this Act by an institution certified under
su1ch title XIX.



Part B-Procedural and General Provisions

Payments and Procedures

Payment of Benefits

Sec. 1631. (a) (1) * * *
(4) The Secretary-

(A) may make to any individual initially applying for bene-
fits under this title who is presumptively eligible for such benefits
and who is faced with financial emergency a cash advance against
such benefits in an amount not exceeding $100; and

(B) may pay benefits under this title to an individual apply-
ing for such benefits on the basis of disability for a period not
exceeding 3 months prior to the determination of such individual's
disability, if such individual is presumptively disabled and is
determined to be otherwise eligible for such benefits, and any
benefits so paid prior to such determination shall in no event be
considered overpayments for purposes of subsection (b) solely
because such individual is determined not to be disabled.

* * * * * * *

Procedures; Prohibitions of Assignments; Representation of
Claimants

(d) (1) The provisions of section 207 and subsections (a), (d), (e),
[and] (f), and (n) of section 205 shall apply with respect to this part
to the same extent as they apply in the case of title II.

TITLE XVIII.-HOSPITAL INSURANCE FOR THE AGED
AND DISABLED

* * * * * * S

Requirement of Requests and Certifications

Sec. 1814. (a) ***

(2) a physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such fre-
quency, and accompanied by such supporting material, appro-
priate to the case involved as may be provided by regulations,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th
day of such period) that-

(A) in the case of inpatient psychiatric hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
psychiatric treatment of an individual; and (i) such treat-
ment can or could reasonably be expected to improve the
condition for which such treatment is or was necessary or



(ii) inpatient diagnostic study is or was medically required
and such services are or were necessary for such purposes;

(B) in the case of inpatient tuberculosis hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the treat-
ment of an individual for tuberculosis; and such treatment
can or could reasonably be expected to (i) improve the con-
dition for which such treatment is or was necessary or (ii)
render the condition non-communicable;

(C) in the case of post-hospital extended care services,
such services are or were required to be given because the
individual needs or needed on a daily basis skilled nursing
care (provided dilrectly by or requiring the supervision of
skilled nursing personnel) or other skilled rehabilitation
services, which as a practical matter can only be provided in
a skilled nursing facility on an inpatient basis, for any of
the conditions with respect to which he was receiving in-
patient hospital services (or services which would constitute
inpatient hospital services if the institution met the require-
ments of paragraphs (6) and (9) of section 1861(e)) prior
to transfer to the skilled nursing facility or for a condition
requiring such extended care services which arose after such
transfer and while he was still in the facility for treatment
of the condition or conditions for which he was receiving such
inpatient hospital services;

(D) in the case of post-hospital home health services, such
services are or were required because the individual is or was
confined to his home (except when receiving items and serv-
ices referred to in section 1861 (in) (7)) and needed skilled
nursing care on an intermittent basis, or physical, occupa-
tional, or speech therapy, for any of the conditions with re-
spect to which he was receiving inpatient hospital services
(or services which would constitute inpatient hospital serv-

ices if the institution met the requirements of paragraphs (6)
and (9) of section 1861(e)) or post-hospital extended care
services; a plan for furnishing such services to such indi-
vidual has been established and is periodically reviewed by
a physician; and such services are or were furnished while
the individual was under the care of a physician; or

(E) in the case of inpatient hospital services in connection
with [a dental procedure, the individual suffers from impair-
ments of such severity as to require hospitalization;] the
care, treatment, filling, removal, or replacement of teeth or
structures directly supporting teeth, the individual, because
of his underlying medical condition and clinical status, re-
quires hospitalization in connection icith the provision of such
dental services;

(7) with respect to inpatient hospital services or post-hospital
extended care services furnished such individual during a con-
tinuous period, a finding has not been made (by the physician
members of the committee or group, as described in section



1861 (k) (4), including any finding made in the course of a sample
or other review of admissions to the institution) pursuant to the
system of utilization to review that further inpatient hospital
services or further post-hospital extended care services, as the
case may be, are not medically necessary; except that, if such a
finding has been made, payment may be made for such services
furnished before the 4th day after the day on which the hospital
or skilled nursing facility, as the case may be, received notice of
such finding.

To the extent provided by regulations, the certification and recertifica-
tion requirements of paragraph (2) shall be deemed satisfied where,
at a later date, a physician makes certificatin of the kind provided in
subparagraph (A), (B), (C), [or )] (D), or (E) of paragraph (2)
(whichex er would have applied), but only where such certification is

accompanied by such iiedical and other evidence as may be required
by such regulations.

Procedure for Payment of Claims of Providers of Services

See. 1835. (a) Except as provided in subsections (b), (c), and (e),
payment for services described in section 1832(a) (2) furnished an
individual may be made only to providers of services which are eligible
therefor under section 1866 (a), and only if-

(1) written request, signed by such individual, except in cases
in which the Secretary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner
and by such person or persons as the Secretary may by regula-
tion prescribe, no later than the close of the period of 3 calendar
years following the year in which such services are furnished
(deeming any services furnished in the last 3 calendar months

of any calendar year to have been furnished in the succeeding
calendar year) except that, where the Secretary deems that effi-
cient administration so requires, such period may be reduced to
not less than 1 calendar year; and

(2) a physician certifies (and recertifies, where such services are
furnished over a period of time, in such cases, with such frequency,
and accompanied by such supporting material, appropriate to the
case involved, as may be provided by regulations) that-

(A) in the case of home health services (i) such services
are or were required because the individual is or was confined
to his home (except when receiving items and services referred
to in section 1861 (in) (7)) and needed skilled nursing care on
an intermittent basis, or physical, occupeational, or speech
therapy, (ii) a plan for furnishing such services to such in-
dividual has been established and is periodically reviewed by
a physician, and (iii) such services are or were furnished
while the individual is or was under the care of a physician;

(B) in the case of medical and other health services execpt
services described in subparagraphs (B), (C), and (D) of
section 1861 (s) (2), such services are or were medically re-
quired; and
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(C) in the case of outpatient physical therapy services,
(i) such services are or were required because the individual
needed physical therapy services, (ii) a plan for furnishing
such services has been established, and is periodically re-
viewed by a physician, and (iii) such services are or were
furnished while the individual is or was under the care of
a physician;

(D) in the case of outpatient speech pathology services, (i)
such services are or were required because the individual
needed speech pathology services, (ii) a plan for furnishing
such services has been established and is periodically reviewed
by a physician, and (iii) such services are or were furnished
while the individual is or was under the care of a physician
[]; and
(E) in the case of outpatient occupational therapy serv-

ices, (i) such services are or were regained because the indi-

vidual needed occupational therapy services, (ii) a plan for
furnishing such services has been established and is periodi-
cally reviewed by a physician, and (iii) such services are or
were furnished while the individual is or was under the care
of a physician.

For purpose of this section, the term "provider of services" shall
include a clinic, rehabilitation agency, or public health agency if, in
the case of a clinic or rehabilitation agency, such clinic or agency meets
the requirements of section 1861 (p) (4) (A), or if, in the case of a
public health agency, such agency meets the requirements of section
1861 (p) (4) (B), but only with respect to the furnishing of outpatient
physical therapy services as therein defined. To the extent provided by
regulations, the certification and recertification requirements of para-
graph (2) shall be deemed satisfied where at a later date, a physician
makes a certification of the kind provided in subparagraph (A) or
(B) of paragraph (2) (whichever would have applied), but only
where such certification is accompanied by such medical and other
evidence as may be required by such regulations.

State Agreements for Coverage of Eligible Individuals Who Are
Receiving Money Payments Under Public Assistance Programs
(or are Eligible for Medical Assistance)

Sec. 1843. (a) The Secretary shall, at the request of a State made
before January 1, 1970, enter into an agreement with such State pur-
suant to which all eligible individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will be
enrolled under the program established by this part.

(b) An agreement entered into with any State pursuant to subsec-
tion (a) may be applicable to either of the following coverage groups:

(1) individuals receiving money paymeiits under the plan of
such State approved under title I or title XVI; or

(2) individuals receiving money payments under all of the
plans of such State approved under titles I, X, XIV, and XVI,
and part A of title IV.

22-359-73- 13
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Except as provided in subsection (g), there shall be excluded from
any coverage group any individual who is entitled to monthly in-

surance benefits under title II or who is entitled to receive an annuity

or pension under the Railroad Retirement Act of 1937. Effective

January 1,1974, and subject to section 1902(e), the Secretary shall, at

the request of any State not eligible to participate in the State plan

program established under title XVI, continue in effect the agreement

entered into under this section wvith such State subject to such modifi-

cations as the Secretary may by regulations provide to take account
of the termination of any plans of such ,State approved under titles I,
, XII', and XVI and the establiait of the supplemental secu-

rity income programs under title XVI.

Part C-Miscellaneous Provisions

Definition of Services, Institutions, etc.

See. 1861. For purposes of this title-

Outpatient Physical Therapy Services

(p) The term "outpatient physical therapy services" means physi-
cal therapy services furnished Iv a provider of services, a clinic, re-
habilitation agency, or a public health agency, or bv others under an
arrangement with, and under the supervision of, such provided, clinic,
rehabilitation agency, or public health agency to an individual as an
outpatient-

(1) who is under the care of a physician (as defined in section
1861 (r) (1)), and

(2) with respect to whom a plan prescribing the type, amount,
and duration of physical therapy services that are to'be furnished
such individual has been established, and is periodically reviewed,
by a physician (as so defined)

excluding, however-
(3) any item or service if it would not be included under sub-

section (b) if furnished to an inpatient of a hospital; and
(4) any such service-

(A') if furnished by a clinic or rehabilitation agency, or by
others under arrangements with such clinic or agency, unless
such clinic or rehabilitation agency-

(i) provides an adequate program of physical therapy
services for outpatients and has the facilities and per-
sonnel required for such program or required for the
supervision of such a program, in accordance with such
requirements as the Secretary may specify.
(ii) has policies, established by a group of professional

personnel, including one or more physicians (associated
with the clinic or rehabilitation agency) and one or more
qualified physical therapists, to govern the services (re-
ferred to in clause (i)) it provides,
(iii) maintains clinical records on all patients,



(iv) if such clinic or agency is situated in a State in
which State or applicable, local law provides for the
licensing of institutions of this nature, (I) is licensed
pursuant to such law, or (II) is approved by the agency
of such State or locality responsible for licensing insti-
tutions of this nature, as meeting the standards estab-
lished for such lincensing; and

(v) meets such other conditions relating to the health
and safety of individuals who are furnished services by
such clinic or agency on an outpatient basis, as the
Secretary may find necessary, or

(B) if furnished by a public health agency, unless such
agency meets such other conditions relating to health and
safety of individuals who are furnished services by such
agency on an outpatient basis, as the Secretary may find
necessary. The term "outpatient physical therapy services"
also includes physical therapy services furnished an individ-
ual by a physical therapist (in his office or in such individ-
ual's home) who meets licensing and other standards pre-
scribed by the Secretary in regulations, otherwise than under
an arrangement with and under the supervision of a provider
of services, clinic, rehabilitation agency, or public health
agency, if the furnishing of such services meets such condi-
tions relating to health and safety as the Secretary may find
necessary. In addition, such term includes physical therapy
services which meet the requirements of the first sentence of
this subsection except that they are furnished to an individ-
ual as an inpatient of a hospital or extended care facility.
The term "outpatient physical therapy services" also includes
speech pathology services and occupatiova therapy services
furnished by a provider of services, a clinic, rehabilitation
agency, or by a public health agency, or by others under an
arrangement with, and under the supervision of, such pro-
vider, clinic, rehabilitation agency, or public health agency
to an individual as an outpatient, subject to the conditions
prescribed in this subsection except that the requirements
of paragraph (2) insofar as they require a physician to estab-
lish a plan prescribing the type, amount, and duration of
speech p(jthjology services to be furnished shall not apply if
such a plan is established by the speech pathologist providing
such services.

Exclusions From Coverage

See. 1862. (a) Notwithstanding any other provisions of this title, no
payment may he mde under part A or part B for any expenses in-
curred for items or services-

(1) which are not reasonable and necessary for the diagnosis
or treatment of illness or injury or to improve the functioning of
a malformed body member;

(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by



reason of such individual's membership in a prepayment plan or
otherwise) has a legal obligation to provide or pay for;

(3) which are paid for directly or indirectly by a governmental
entity (other than under this Act and other than under a health
benefits or insurance plan established for employees of such an
entity), except in such cases as the Secretary may specify;

(4) which are not provided within the United States (except
for inpatient hospital services furnished outside the United States
under the conditions described in section 1814(f) and, subject to
such conditions, limitations, and requirements as are provided
under or pursuant to this title, physicians' services and ambulance
services furnished an individual in conjunction with such in-
patient hospital services but only for the period during which
such inpatient hospital services were furnished) ;

(5) which are required as a result of war, or of an act of war,
occurring after the effective date of such individual's current
coverage under such part;

(6) which constitute personal comfort items:
(7) where such expenses are for routine physical checkups, eye-

glasses or eye examinations for the purpose of prescribing, fitting,
or changing eyeglasses, procedures performed (during the course
of any eye examination) to determine the refractive state of the
eyes, hearing aids or examinations therefor, or immunizations;

(8) where such expenses are for orthopedic shoes or other sup-
portive devices for the feet;

(9) where such expenses are for custodial care;
(10) where such expenses are for cosmetic surgery or are in-

curred in connection therewith, except as required for the prompt
repai r of accidental injury or for improvement of the fuictioning
of a malformed body member;

(11) where such expenses constitute charges imposed by im-
mediate relatives of such individual or members of his household;

(12) where such expenses are for services in connection with the
care, treatment. filling, removal, or replacement of teeth or struc-
tures directly supporting teeth except that payment may be made
under part A in the case of inpatient hospital services in connec-
tion with [a dental procedure where the individual suffers from
impairments of such severity as to require hospitalization; or]
the procsion of such dental services if tMe idicidual, because of
his underlying medical condition and cinical status, requires hos-
p;lal; Oon in. con-ection with the provision of such serriecs; or

(1;;) where such expenses are for-
(A) the treatment of flat foot conditions and the prescrip-

tion of supporting devices therefore.
(B) the treatment of subluxations of the foot, or
(C) routine foot care (including the cutting or removal of

corns, waits, or calluses, the trimming of nails, and other
rotine hh icyg e care).

(b) Phaynient Under this title may not be made with respect to any
item or service to the extent that payment has been made, or can
.reasoniccly be expected to le made (as determined in accordance with
iregutltini. w ith respect to such item or service, wider a workmen's
comlpons-c oim law or plan of the United States or a State. Any pay-



ment under this title with respect to any item or service shall be con--
ditioned on reimbursement to the appropriate Trust Fund established'
'by this title when notice or other information is received that payment
for such item or service has been made under such a law or plan.

(c) No payment may be made under this title with respect to any
item or service furnished to or on behalf of any individual on or after
January 1, [1975,] 1976, if such item or service is covered under a
health benefits plan in which such individual is enrolled under chap-
ter 89 of title 5, United States Code, unless prior to the date on which
such item or service is so furnished the Secretary shall have determined
and certified that such plan or the Federal employees health benefits
program under chapter 89 of such title 5 has been modified so as to
assure that-

(1) there is available to each Federal employee or annuitant
enrolled in such plan, upon becoming entitled to benefits under
part A or B, or both parts A and B of this title, in addition to the
health benefits plans available before he becomes so entitled, one
or more health benefits plans which offer protection supplement-
ing the protection he has under this title, and

(2) the Government or such plan will make available to such
Federal employee or annuitant a contribution in an amount at
least equal to the contribution which the Government makes
toward the health insurance of any employee or annuitant enrolled
for high option coverage under the Government-wide plans
established under chapter 89 of such title 5, with such contribution
being in the form of (A) a contribution toward the supplementary
protection referred to in paragraph (1), (B) a payment to or on
behalf of such employee or annuitant to offset the cost to him of
his coverage under this title, or (C) a combination of such con-
tribution and such payment.

Administration

Sec. 1874. (a) Except as otherwise provided in this title and in the
Railroad Retirement Act of 1937, the insurance programs established
by this title [shall be administered by the Secretary.] and section 226
shall be administered by the Secretary; and the Secretary, in admin-
istering such programs, shall assign primary policy, operating, and
general administrative responsibility to the commissioner of Social
Security. The Secretary may perform any of his functions under
this title directly, or by contract providing for payment in advance or
by way of reimbursement, and in such installments, as the Secretary
may deem necessary.

(b) The Secretary may contract with any person, agency, or insti-
tution to secure on a reimbursable basis such special data, actuarial
information, and other information as may be necessary in the carry-
ing out of his functions under this title.

(c) In the course of any hearing, investigation, or other proceeding
that he is authorized to conduct under this title, the Secretary may
administer oaths and affirmations.

S * * * * * *



Payments to Health Maintenance Organizations

Sec. 1876. (a) (1) In lieu of amounts which would otherwise be
payable pursuant to sections 1814(b) and 1833(a), the Secretary is
authorized to determine, by actuarial methods, as provided in this
section, but only with respect to a health maintenance organization
with which he has entered into a contract under subsection (i), a per
capita rate of payment-

(A) for services provided under parts A and B for individuals
enrolled with such organization pursuant to subsection (e) who
are entitled to hospital insurance benefits under part A and en-
rolled for medical insurance benefits under part B, and

(B) for services provided under part B for individuals en-
rolled with such organization pursuant to subsection (e) who are
not entitled to benefits under part A but who are enrolled for
benefits under part B.

(2) An interim per capita rate of payment for each health mainte-
nance organization shall be determined annually by the Secretary on
the basis of each organization's annual operating budget and enroll-
ment forecast which shall be submitted (in such form and in such de-
tail as the Secretary may prescribe) at least 90 days before the begin-
ning of each contract year. Each interim rate shall be equal to the esti-
mated per capita cost (based upon types and components of expenses
otherwise reimbursable under this title) of providing services defined
in paragraph (3) (A) (iii). In the event that the data requested to
be furnished by a health maintenance organization are not furnished
timely, such reduction in interim payments may be made by the Secre-
tary as is appropriate, until such time as a reasonable estimate of per
capita costs can be made. Each month, the Secretary shall pay each
such organization its interim per capita rate, in advance, for each
individual enrolled with it pursuant I o subsection (e). Each such or-
ganization shall submit interim estimated cost reports and enrollment
data on a quarterly basis in such form and manner satisfactory to the
Secretary, and the Secretary shall adjust each interim per capita rate
to the extent necessary to maintain interim payments at the level of
current costs. Interim payments made under this paragraph shall be
subject to retroactive adjustment at the end of each contract year as
provided in paragraph (3).

(3) (A) With re-peet to any health maintenance organization
which has entered into a risk sharing contract with the Secretary pur-
suant to subsection (i) (2 (A\), payments made to such organization
shall be subject to the following adjustments at the end of each con-
tract year:

(i) if the Secretary determines that the per capita incurred
cost of any such orzalization in any contract year for providing
servicv- des,.iibed in paragraph (1) is less than the adjusted aver-
age per capils incurred cost (as defined herein) of providing
such services, the reulting difference (hereinafter referred to as
"savings") shall b e apportioned following the close of a contract
Year for such veit between such organization and the Federal
Hospital Insurance Tru-t Fund and the Federal Supplementary
Medical Insurance Trlst Fund (hereinafter collectively referred
to as the "Mledicare' Trust Funds") as follows:



(I) savings up to 20 percent of the adqusted average per
capita cost shall be apportioned equally between such orga-
nization and the Medicare Trust Funds;

(II) savings in excess of 20 percent of the adjusted aver-
age per capita cost shall be apportioned entirely to such Trust
Funds;

(ii) if the Secretary determines that the per capita incurred
cost of any such organization in any contract year for providing
services described in paragraph (1) is greater than the adjusted
average per capita incurred cost of providing such services, the
resulting difference (hereinafter referred to as "losses"), shall be
absorbed by such organization, and shall be carried forward and
offset from savings realized in later years[, with the apportion-
ment of savings being proportional to the losses absorbed and not
yet offset];

(iii) determination of any amounts payable at the close of the
contract year to such organization or to the Trust Funds shall be
made as follows:

(I) within 90 days after close of a contract year, interim
determination of the amount of estimated savings and appor-
tionment thereof shall be made, actuarially, on the basis of
interim reports of costs incurred by an organization, and ad-
justed average per capita costs incurred (as defined herein),
and other evidence acceptable to the Secretary and one-half
of any amounts deemed payable to such organization or the
Trust Funds shall be paid by such organization or the Secre-
tary as appropriate;

(II) final settlement and payment by the Secretary or or-
ganization, as appropriate, of any additional amounts due
on basis of such final settlement will be made where adequate
data for actuarial computation are available, in timely fash-
ion following submission by such organization of reports
specified in subparagraph (C) of this paragraph; and

(III) where such final settlement is reached more than 90
days following submission of reports specified in subpara-
graph (C) of this paragraph, any amount payable by the
Secretary or organization shall be increased by an interest
amount, accruing from the 91st day following submission of
such report, equal to the average rate of interest payable on
Federal obligations if issued on such 91st day for purchase by
the Trust Funds.

(iv) The term "adjusted average per capita cost" means the
average per capita amount that the Secretary determines (on the
basis of actual experience, or retrospective actuarial equivalent
based upon an adequate sample and other information and data,
in the rcogranbic area served by a health maintenance organiza-
tion or in a similar area, with appropriate adjustment to assure
actuarial equivalence, including adjustments relating to age dis-
tribution, sex, race, institutional status. disability status, and any
other relevant factors) would be payable in any contract year for
services covered under this title and types of expenses otherwise
reimbursable under this title (including administrative costs in-



curried by organizations described in sections 1816 and 1842) if
such services were to be furnished by other than such health main-
tenance organization.

(B) With respect to any health maintenance organization which
has entered into a reason ble cost reimbursement contract with the
Secretary pursuant to subsection (i) (2) (B), payments made to such
organization shall be subject to suitable retroactive corrective adjust-
ments at the end of each contract year so as to assure that such orga-
nization is paid for the reasonable cost actually incurred (excluding
therefrom any part of incurred cost found to be unnecessary in the
efficient delivery of health services) for the types of expenses other-
wise reimbursable under this title for providing services covered under
this title to individuals described in paragraph (1).

(C) Any contract with a health maintenance organization under
this title shall provide that the Secretary shall require, at such time
following the expiration of each accounting period of a health main-
tenance organization (and in such form and in such detail) as he may
prescribe:

(i) that such health maintenance organization report to him
in an independently certified financial statement its per capita
incurred cost based on the types and components of expenses
otherwise reimbursable under this title for providing services
described in paragraph (1), including therein, in accordance with
accounting procedures prescribed by the Secretary, its methods
of allocating costs between individuals enrolled under this section
and other individuals enrolled with such organization;

(ii) that failure to report such information as may be required
may be deemed to constitute evidence of likely overpayment on
the basis of which appropriate collection action may be taken;

(iii) that in any case in which a health maintenance organiza-
tion is related to another organization by common ownership or
control, a consolidated financial statement shall be filed and that
the allowable costs for such organization may not include costs
for the types of expense otherwise reimbursable under this title,
in excess of those which would be determined to be reasonable in
accordance with regulations (providing for limiting reimburse-
ment to costs rather than charges to the health maintenance orga-
nization by related organizations and owners) issued by the Sec-
retary in accordance with section 1861(v) of the Social Security
Act; and

(iv) that in any case in which compensation is paid by a health
maintenance organization substantially in excess of what is nor-
mally paid for similar services by similar practitioners (regard-
less of method of compensation), such compensation may as ap-
propriate be considered to constitute a distribution of profits.

(4)The payments to health maintenance organizations under this
subparagraph with respect to individuals described in subsection (a)
(1) (A) shall be made from the Federal Hospital Insurance Trust
Fund and the Federal Supplementary Medical Insurance Trust Fund.
The portion of such payment to such an organization for a month to
be paid by the latter trust fund shall be equal to 200 percent of the
sum of-

(A) the product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))



who have attained age 65, and (ii) the monthly actuarial rate
for supplementary medical insurance for such month as deter-
mined under section 1839 (c) (1), and

(B) the product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))
who have not attained age 65, and (ii) the monthly actuarial rate
for supplementary medical insurance for such month as deter-
mined under section 1839 (c) (4).

The remainder of such payment shall be paid by the former trust
fund. For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

(b) The term "health maintenance organization" means u public
or private organization which-

(1) provides, either directly or through arrangements with
others, health services to individuals enrolled with such organiza-
tion on the basis of a predetermined periodic rate without regard
to the frequency or extent of services furnished to any particular
enrollee;

(2) provides, either directly or through arrangements with
others, to the extent applicable in subsection (c) (through insti-
tutions, entities, and persons meeting the applicable requirements
of section 1861), all of the services and benefits covered under
parts A and B of this title which are available to individuals
residing in the geographic area served by the health maintenance
organization;

(3) provides physicians' services primarily (A) directly
through physicians who are either employees or partners of such
organizations, or (B) under arrangements with one or more
groups of physicians (organized on a group practice or individual
practice basis) under which each such group is reimbursed for its
services primarily on the basis of an aggregate fixed sum or on a
per capita basis, regardless of whether the individual physician
members of any such group are paid on a fee-for-service or other
basis;

(4) provides either directly or under arrangements with others,
the services of a sufficient number of primary care and specialty
care physicians to meet the health needs of its members; for pur-
poses of this section the term "specialty care physician" means a
physician who is either board certified or eligible for board certifi-
cation, except that the Secretary may by regulation prescribe con-
ditions under which physicians who have a record of demonstrated
proficiency but who are not eligible for board certification may. on
the basis of training and experience, be recognized as specialty
care physicians;

(5) has effective arrangements to assure that its members have
access to qualified practitioners in those specialties which are gen-
erally available in the geographic area served by the health main-
tenance organization ;

(6) demonstrates to the satisfaction of the Secretary proof of
financial responsibility and proof of capability to provide coni-
prehensive health care services, including institutional services,
efficiently, effectively, and economically;
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(7) except as provided in subsection (h), has at least half of
its enrolled members consisting of individuals under age 65;

(8) assures that the health services required by its members
are received promptly and appropriately and that the services
that are received measure up to quality standards which it estab-
lishes in accordance with regulations; aind

(9) has an open enrollment period at leapt every year under
which it accepts up to the limits of its capacity and without re-
strictions, except as may be authorized in regulations, individuals
who are eligible to enroll under subsection (d) in the order in
which they apply for enrollment (tniless to do so would result
in failure to meet the requirements of paragraph (7)) or would
result in enrollment of enrollees substantially nonrepresentative,
as determined in accordance with the regulations of the Secretary,
of the population in the geographic area served by such health
maintenance organization.

(c) The benefits provided under this section to enrollees of an
organization which has entered into a risk sharing contract with the
Secretary pursuant to subsection (i) (2) (A) shall consist of-

(1) in the case of an individual who is entitled to hospital in-
surance benefits under part A and enrolled for medical insur-
ance benefits under part B-

(A) entitlement to have payment made on his behalf for
all services described in section 1812 and -ection 1832 which
are furnished to him by the health maintenance organization
with which he is enrolled pursuant to subsection (e) of this
section; and

(B) entitlement to have payment made by such health
maintenance organization to him or on his behalf for (i)
such emergency services (as defined in regulations), (ii) such
urgently needed services (as defined in regulations) fur-
nished to him during a period of temporary absence (as de-
fined in regulations) from the geographic area served by
the health maintenance organization with which he is en-
rolled, and (iii) such other services as may be determined,
in accordance with subsection (f), to be services which the
individual was entitled to have furnished by the health
maintenance organization, as may be furnished to him by a
physician, supplier, or provider'of services, other than the
health maintenance organization wvith which he is enrolled;
and

(2) in the case of an individual who is not entitled to hospital
insurance benefits under part A but who is enrolled for medical
insurance benefits under part B, entitlement to have payment
made for services described in paragraph (1), but only to the
extent that such services are also described in section 1832.

(d) Subject to the provisions of subsection (e), every individual
described in subsection (c) shall be eligible to enroll with any health
maintenance organization (as defined in subsection (b)) which serves
the geographic area in which such individual resides.

(e) An individual may enroll with a health maintenance organiza-
tion under this section, and may terminate such enrollment, as may
be prescribed by regulations.



(f) Any individual enrolled with a health maintenance organiza-
tion under this section who is dissatisfied by reason of his failure to
receive without additional cost to him any health service to which he
believes he is entitled shall, if the amount in controversy is $100 or
more, be entitled to a hearing before the Secretary to the same extent
as is provided in section 205 (b) and in any such hearing the Secretary
shall make such health maintenance organization a party thereto. If
the amount in controversy is $1,000 or more, such individual or health
maintenance organization shall be entitled to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

(g) (1) If the health maintenance organization provides its enrollees
under this section only the services described in subsection (c), its
premium rate or other charges for such enrollees shall not exceed the
actuarial value of the deductible and coinsurance which would other-
wise be applicable to such enrollees under part A and part B, if they
were not enrolled under this section.

(2) If the health maintenance organization provides to its enrollees
under this section services in addition to those described in subsection
(c), election of coverage for such additional services shall be optional
for such enrollees and such organization shall furnish such enrollees
with information on the portion of its premium rate or other charges
applicable to such additional services. The portion of its premium rate
or other charges applicable to the services described in subsection (c)
[may] shall not exceed [ (i) ] the actuarial value of the deductible and
coinsurance which would otherwise be applicable to such enrollees
under part A and part B if they were not enrolled under this section
[less (ii) the actuarial value of other charges made in lieu of such
deductible and coinsurance].

(h) The provisions of paragraph (7) of subsection (b) shall not
apply with respect to any health maintenance organization for such
period not to exceed three years from the date such organization enters
into an agreement with the Secretary pursuant to subsection (i), as
the Secretary may permit, but only so long as such organization dem-
onstrates to the satisfaction of the Secretary by the submission of its
plans for each year that it is making continuous efforts and progress
toward achieving compliance with the provisions of such paragraph
(7) within such three-year period.

(i) (1) Subject to the limitations contained in subparagraphs (A)
and (B) of paragraph (2). the Secretary is authorized to enter into
a contract with any health maintenance organization which under-
takes to provide, on an interim per capita prepayment basis, the serv-
ices described in section 1832 (and section 1812, in the case of indi-
viduals who are entitled to hospital insurance benefits under part A)
to individuals enrolled with such organization pursuant to subsec-
tion (e).

(2) (A) If the health maintenance or!Tanization (i) has a current
enrollment of not less than 25.000 memhrs on a prepaid capitation
basis and has been the primary source of health care of at least 8.000
persons in each of the two vears immediately preceding the contract
year, or (ii) serves a nonurban geographic area, has a current enroll-
ment of not less than 5.000 members on a prepaid capitation basis
and has been the primary source of health care for at least 1,500 per-



sons in each of the three Years immediately preceding the contract
year, the Secretary may enter into a risk-sharing contract with such

organization pursuant to which any savings, as determined pursuant
to subsection (a) (3) (A), are shared between such organization and
the Medicare Trust Funds in the matter prescribed in such subsec-
tion. For purposes of this subparagraph, a health maintenance orga-
nization shall be considered to serve a nonurban geographic area if it
is located in a nonmetropolitan county (that is, a county with fewer
than 50,000 inhabitants), or if it has at least one such county in its
normal service area, or if it is located outside of a metropolitan area
and its facilities are within reasonable travel distance (as defined
by the Secretary) of fewer than 50,000 individuals. No health main-
tenance organization which has entered into risk-sharing contract
with the Secretary under this subparagraph and has voluntarily ter-
minated such contract may again enter into such a contract.

(B) If the health maintenance organization does not meet the re-
quirements of subparagraph (A), or if the Secretary is not satisfied
that the health maintenance organization has the capacity to bear the
risk of potential losses as determined under clause (ii) of subsection
(a) (3) (A), or if the health maintenance organization meeting the re-
quirements of subparagraph (A) so elects, or if an organization does
not fully meet the requirements of section 1876(b) but has demon-
strated to the satisfaction of the Secretary that it is making reasonable
efforts to meet, and is developing the capability to fully meet, such
requirements, and that it fully meets such basic requirements as the
Secretary shall prescribe in regulations, the Secretary may, if he is
otherwise satisfied that the health maintenance organization or other
organization is able to perform its contractual obligations effectively
and efficiently, enter into a contract with such organization pursuant
to which such organization is reimbursed on the basis of its reasonable
cost (as defined in section 1861(v) ) in the manner prescribed in sub-
section (a) (3) (B).

(3) Such contract may, at the option of such organization, pro-
vide that the Secretary (A) will reimburse hospitals and skilled
nursing facilities for the reasonable cost (as determined under section
1861 (v)) of services furnished to individuals enrolled with such orga-
nization pursuant to subsection (e), and (B) will deduct the amount
of such reimbursement from payments which would otherwise be made
to such organization. If a health maintenance organization pays a
hospital or skilled nursing facility directly, the amount paid shall not
exceed the reasonable cost of the services (as determined under sec-
tion 1861 (v)) unless such organization demonstrates to the satisfac-
tion of the Secretary that such excess payments are justified on the
basic of advantages gained by the organization.

(4) Each contract under this section shall be for a term of at least
one year, as determined by the Secretary, and may be made auto-
matically renewable from 'term to term in the absence of notice by
either party of intention to terminate at the end of the current term;
except that the Secretary may terminate any such contract at any
time (after such reasonable notice and opportunity for hearing to the
health mantenance organization involved as he may provide in regula-
tions), if he finds that the organization (A) has "failed susbtantially
to carry out the contract, (B) is carrying out the contract in a manner
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inconsistent with the efficient and effective administration of this sec-
tion, or (C) no longer substantially meets the applicable conditions
of subsection (b).

(5) The effective date of any contract executed pursuant to this sub-
section shall be specified in such contract pursuant to the regulations.

(6) Each contract under this section-
(A) shall provide that the Secretary, or any person or organi-

zation designated by him-
(i) shall have the right to inspect or otherwise evaluate the

quality, appropriateness, and timeliness of services performed
under such contract; and

(ii) shall have the right to audit and inspect any books and
records of such health maintenance organization which per-
tain to services performed and determinations of amounts
payable under such contract;

(B) shall provide that no reinsurance costs (other than those
with respect to out-of-area services), including any underwriting
of risk relating to costs in excess of adjusted average per capital
cost, as defined in clause (iii) of subsection (a) (3) (A), shall be
allowed for purposes of determining payment, authorized under
this section; and

(C) shall contain such other terms and conditions not incon-
sistent with this section as the Secretary may find necessary.

(j) The function vested in the Secretary by subsection (i) may
be performed without regard to such provisions of law or of other
regulations relating to the making, performance, amendment, or modi-
fication of contracts of the United States as the Secretary may deter-
mine to be inconsistent with the furtherance of the purpose of this title.

TITLE XIX-GRANTS TO STATES FOR MEDICAL
ASSISTANCE PROGRAMS

Appropriation

See. 1901. For the purpose of enabling each State, as far as prac-
tienble under the conditions in such State. to furnish (1) medical
assistance on behalf of families with dependent children and of aged,
blind, or [permanently and totally] disabled individuals, whose in-
come and resources are insufficient to meet the cost of necessary medi-
cal services, and (2) rehabilitation and other services to help such
families and individuals attain or retain capability for independence
or self-care, there is hereby authorized to be appropriated for each
fiscal year a sum sufficient to carry out the purposes of this title. The
sums made available under this section shall be used for making pay-
ments to States which have submitted, and had approved by the Sec-
retary of Health, Education, and Welfare, State plans fMr medicalassistance.

State Plans for Medical Assistance

Sec. 1902. (a) A State plan for medical assistance must-(1) provide that it shall be in effect in all political subdivisions
of the State, and, if administered by them, be mandatory upon
them;



(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the ex-
penditures under the plan with respect to which payments under
section 1903 are authorized by this title; and, effective July 1,
1969, provide for financial participation by the State equal to all
of such non-Federal share or provide for distribution of funds
from Federal or State sources, for carrying out the State plan, on
an equalization or other basis which will assure that the lack of
adequate funds from local sources will not result in lowering the
amount, duration, scope, or quality of care and services available
under the plan;

(3) provide for -ranting an opportunity for a fair hearing
before the State agency to any individual whose claim for medi-
cal assistance under the plan is denied or is not acted upon with
reasonable promptness;

(4) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods, and including provision for utilization of profes-
sional medical personnel in the administration and, where admin-
istered locally, supervision of administration of the plan) as are
found by the Secretary to be necessary for the proper and efficient
operation of the plan, and (B) for the training and effective use
of p aid subprofessional staff, with particular emphasis on the
full-time or part-time employment of recipients and other persons
of low income, as community service aides, in the administration
of the plan and for the use of nonpaid or partially paid volunteers
in a social service volunteer program in providing services to
applicants and recipients and in assisting any advisory committees
established by the State agency;

(5) either provide for the establishment or designation of a
single State agency to administer the plan[.]; or provide for the
establishment or designation of a single State agency to supervise
the administration of the plan except that the determination of
eligibility for medical assistance tinder the plan shall be made
by the State or local agency administering the State plan approved
under title I or [XVI (insofar as it relates to the aged) :] XVI
(insofar as it relates to the aged) if the State is eligible to par-
t(.;pate in the St(e plan progqkn established under title XVI,
or by the agency or agencies adiinistering the supplemental secu-
rity income program established tinder title 1xri or the State
plan approved under part A of title IV if the State is not eligible
to participate i the State plan programs established under title
XVI;

(6) provide that the State agency will make such reports, in
such form and containing such information, as the Secretary
may from time to time require, and comply with such provisions
is the Secretary may from time to time find necessary to assure
the correctness and verification of such reports;

(7) provide safeguards which restrict the use or disclosure of
information concerning applicants and recipients to purposes
directly connected with the administration of the plan;



(8) provide that all individuals wishing to make application
for medical assistance under the plan shall have opportunity to
do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;

(9) provide-
(A) that the State health agency, or other appropriate

State medical agency (whichever is utilized by the Secretary
for the purposes specified in the first sentence of section 1864
(a)), shall be responsible for establishing and maintaining
health standards for private or public institutions in which
recipients of medical assistance under the plan may receive
care or services, and

(B) for the establishment or designation of a State au-
thority or authorities which shall be responsible for estab-
lishing and maintaining standards, other than those relat-
ing to health, for such institutions:

[(10) providing for making medical assistance available to all
individuals receiving aid or assistance under State plans approved
under titles I, X, XIV, and XVI, and part A of title IV; and

[(A) provide that the medical assistance made available
to individuals receiving aid or assistance under any such
State plan-

[(i) shall not be less in amount, duration, or scope
than the medical assistance made available to individ-
uals receiving aid or assistance under any other such
State plan, and

[(ii) shall not be less in amount, duration, or scope
than the medical or remedial care and services made
available to individuals not receiving aid or assistance
undar any such plan; and

[(B) if medical or remedial care and services are included
for any group of individuals' who are not receiving aid or
assistance under any such State plan and who do not meet
the income and resources requirements of the one of such
State plans which is appropriate, as determined in accord-
ance with standards prescribed by the Secretary, provide-

[(i) for making medical or remedial care and services
available to all individuals who would, 'if needy, be
eligible for aid or assistance under any such State plan
and who -have insufficient (as determined in accordance
with comparable standards) income and resources to meet
the costs of necessary medical or remedial care and serv-
ices, and

[(ii) that the medical or remedial care and services
made available to all individuals' not receiving aid or
assistance under any 'such State 'plan shall be equal in
amount, duiAtion, and scope;]

(10) provide-
(A) for making medical asstance'available to all in-

dividuals receiving aid or assistance under any plan of the
1itate approved under title I, 37, XIV, or ,XVI, or part A
o title IV,-or with respect to whom supplemental security
income benefits are being paid under title XVI;



(B) that the med;ial assistance made available to any in-
dividual described in clause (A)-

(i) shall not be less in amount, duration, or scope than
the nindical assistance made available to any other such
individual, and

(ii) shall not be less in amount, duration, or scope
than the medical assistance made available to individuals
not described in clause (A); and

(C) if medical assistance is included for any group of in-
dividuals who are not described in clause (A) and who do
not meet the income and resources requirements of the appro-
priate State plan, or the supplemental security income pro-
gram under title XVI, as the case may be, as determined in
accordance with standards prescribed by the Secretary-

(i) for making medical assistance available to all in-
dividuals who would, except for income and resources,
be eligible for aid or assistance under any such State plan
or to halve paid with respect to them supplemental 8e-
curity income benefits under title XVI, and who have in-
sufficient (as determined in accordance wit& comparable
standards) iscomne and resources to meet the costs of
necessary medical and remedial care and services, and

(ii) that the medical assistance made available to all
individuals sot described in clause (A) s~all be equal in
amount, duration, and scope;

except that (I) the making available of the services described in
paragraph E(4) or (14)] (4), (14), or (16) of section 1905(a) to
individuals meeting the age [requirement] requirements pre-
scribed therein shall not, by reason of this paragraph (10), require
the making available of any such services, or the making avail-
able of such services of the same amount, duration, and scope, to
individuals of any other ages, [and] (II) the making available
of supplementary medical insurance benefits under part B of title
XVIII to individuals eligible therefor (either pursuant to an
agreement entered into under section 1843 or by reason of the
payment of premiums under such title hV the State agency on
ealf of such individuals), or provision for meeting part or all

of the cost of [the] deductibles, cost sharing, or similar charges
under part B of title XVIII for individuals eligible for benefits
under such part, shall not, by reason of this paragraph (10), re-
quire the making available of any such benefits, or the making
available of services of the same amount, duration, and scope, to
any other individuals [;]. and (IIl) the making available of med-
ical assistance equal in amount, duration, and scope to tie medi-
cal assistance made available to individuals described in clause
(A) to any classification of individuals approved by the Secre-
tary with respect to whom there is being paid, or who are eligible,
or would be eligible if they were not in a medical institution, to
have paid with respect to them, a State supplemestar payment
shall not, by reason of this paragraph (10), require te making
available of any such assistance, or the making ava7able of such
assistance of the same amount, duration, and scope, to any other
inldiridual, not described in clase (A);



(11) (A) provide for entering into cooperative arrangements
with the State agencies responsible for administering or super-
vising the administration of health services and vocational re-
habilitation services in the State looking toward maximum uti-
lization of such services in the provison of medical assistance
under the plan; and (B) effective July 1, 1969, provide, to the
extent prescribed by the Secretary, for entering into agreements,
with any agency, institution, or organization receiving payments
for part or all of the cost of plans or projects under title V, (i)
providing for utilizing such agency, institution, or organization
in furnishing care and services which are available under such
plan or project under title V and which are included in the State
plan approved under this section and (ii) making such provision
as may be appropriate for reimbursing such agency, institution, or
organization for the cost of any such care and services furnished
any individual for which payment would otherwise be made to
the State with respect to him nuder section 1903;

(12) provide tLat, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
may select;

(13) provide-
(A) (i) for the inclusion of some institutional and some

non-institutional care and services, and
(ii) for the inclusion of home health services for any indi-

vidual who, under the State plan, is entitled to skilled nurs-
ing home services, and

(B) in the case of individuals receiving aid or assistance
under [the State's plan approved under title I, X, XIV, or
XVI, or part A of title IV] any plan of the State approved
under title I, X, XIV, or XVI, or part A of title IV, or with
respect to whom 8Upplenmental security income benefits are
being paid snder title XVI, for the inclusion of at least the
dare And services listed in clauses (1) through (5) of section
1905(a), and(C) in the case of individuals not included under subpara-
graph (B) for the inclusion of at least-

Sifthe care and services. listed in clauses (1)-through
(5) of section 1905(a) or
(ii) (I) the care and services listed in any' 7 of the

clauses number (1) through [14] (16) of such section
and (II) in the event the care and services provided
under the State plan include hospital or skilled nursing
facility services, physicians' services to an individual in a
hospital or skilled nursing facility during any period he
is receiving hospital services from such hospital or skilled
nursing facility services from such home, and

(D) for payment of the reasonable cost of inpatient hos-
pital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
1122, which shall be devetoped by thc Sate' Lnd reviewed
and approved by the Secretary and (after notice of approval
by the Secretary) included ii the plan, except that the reason-
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able cost of any such services as determined under such meth-
ods and standards shall not exceed the amount which would
be determined under section 1861(v) as the reasonable cost
of such services for purposes of title XVIII: and

(E) effective July 1, 1976, for payment of the skilled nurs-
ing facility and intermediate care facility services provided
under the plan on a reasonable cost related basis, as deter-
mined in accordance with methods and standards which shall
be developed by the State on the basis of cost-finding methods
approved and verified by the Secretary;
(14) effective January 1, 1973, provide that-

(A) in case of individuals receiving aid or assistance under
[a State plan approved under title I, X, XIV, or XVI, or part
A of title IV, or who meet the income and resources require-
ments of the one of such State plans which is appropriate]
"any plan of the State approved under title I, X, XIV, or
XVI, or part A of title I V, or with respect to whom supple-
mental security income benefits are being paid under title
XV1, or who meet the income and resources requirements of
the appropriate State plan, or the supplemental security in-
come program under title XVI, as the case may be, and indi-
viduals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical in-
stitution, to have paid with respect to them, a Stale supple-
mentary payment and are eligible for medical assistance equal
in amount, duration, and scope to the medical assistance made
available to individuals described in paragraph (10) (A)-

(i) no enrollment fee, premium, or similar charge, and
no deduction, cost sharing, or similar charge with respect
to the care and services listed in clauses (1) through (5)
and (7) of section 1905(a), will be imposed under the
plan, and

(ii) any deduction, cost sharing, or similar charge im-
posed under the plan with respect to other care and serv-
ices will be nominal in amount (as determined in accord-
ance with standards approved by the Secretary and in-
cluded in the plan), and

(B) with respect to individuals (other than individuals
with respect to whom there is being paid, or who are eligible
or would be eligible if they were not in a medical institution,
to have paid with respect to them, a State supplementary
payment and are eligible for medical assistance equal in
amount, duration, and scope to the medical assistance made
available to individuals described in paragraph (10) (A))
who are not receiving aid or assistance under any such State
lan and with respect to who M supplemental eC;Irity income
benefits are not being paid under title XVI and who do not

meet the income and resources requirements of [the one of
such State plans which is appropriate or who, after Decem-
ber 31, 1973, are included under the State plan for medical
assistance pursuant to section 1902(a) (10) (B) approved
under title XIX] the appropriate State plan, or the supple-



mental security income program under title XVI, as the case
may be-

(i) there shall be imposed an enrollment fee, premium,
or similar charge which (as determined in accordance
with standards prescribed by the Secretary) is related to
the individual's income, and

(ii) any deductible, cost-sharing, or similar charge im-
posed under the plan will be nominal;

(15) in the case of eligible individuals 65 years of age or older
who are covered by either or both of the insurance programs es-
tablished by title XVIII, provide where, under the plan, all of
any deductible, cost sharing, or similar charge imposed with re-
spect to such individual under the insurance program established
by such title is not met, the portion thereof which is met shall be
determined on a basis reasonably related (as determined in ac-
cordance with standards approved by the Secretary and included
in the plan) to such individual's income or his income and
resources;

(16) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming to
such regulations) with respect to the furnishing of medical as-
sistance under the plan to individuals who are residents of the
State but are absent therefrom;

(17) include reasonable standards (which shall be comparable
for all groups and may, in accordance with standards prescribed
by the Secretary, differ-with respect to income levels, but only in
the case of applicants or recipients of assistance under the plan
who are not receiving aid or assistance under [the State's plan
approved under title I, X, XIV, or XVI or part A of title IV,
any plan of the State approved under title I, X, XIV, or XVI, or
part A of title IV, and with respect to whom supplemental semi-
rity ,uome benefits are not being paid under title XVI based on
th -v-aiations between shelter costs'in urban areas and in rural
areas) for determining eligibility for. and the extent of medical
assistance under the plan which (A) are consistent with the ob-
jectives of this. title, (B) provide for taking into account only
such income and resources as are, as determined in accordance
with standards prescribed by the Secretary, available to the appli-
cant or recipient, and (in the case of any applicant or recipient
who would, [if he met the requirements as to need] except for
income and resources, be eligible for aid or assistance in'the form
of money paymentsunder [a State plan approved under title I,
X, XIV, or XV-I, or part A of title IV] any plan of the State ap-
prove .ender title I, X, ,'IV, or XVI, orpart A of title IV, or
to hanwe paid with .respect to him suppemented security income
benefits inder 'title XVI as would not be disregarded (or set aside
for future needs) in determining his eligibility for [and amount
of such aid or assistance under such plan] such aid, assistance, or
benefits, (C),provide for reasonable evaluation of any such income
or resources, and (D) do not take into account the financial re-
sponsibility of any individual for any applicant or recipient of
assistance under the plan unless such applicant or recipient is such
individual's spouse or such individual's child who is under age 21



or [is blind or permanently and totally disabled] (with respect
to States eligible to participate in the State program established

under title 1I), is blind or permanently and totally disabled, or

is blind or disabled as defined in section 1614 (with respect to
States which are not eligible to participate in such program) ; and
provide for flexibility in the application of such standards with
respect to income by taking into account, except to the extent
prescribed by the Secretary, the costs (whether in the form of
insurance premiums or otherwise) incurred for medical care or
for any other type of remedial care recognized under State law;

(18) provide that no lien may be imposed against the property
of any individual prior to his death on account of medical as-
sistance paid or to be paid on his behalf under the plan (except
pursuant to the judgment of a court on account of benefits incor-
rectly paid on behalf of such individual), and that there shall be
no a justment or recovery (except, in the case of an individual
who was 65 years of age or older when he received such assistance,
from ,his estate, and then only after the death of his surviving
spouse, if any, and only at a time when he has no surviving child
who is under age 21 or [is blind or permanently and totally dis-
abled] (with respect to States eligible to participate in the State
program established under title XVI), is blind or permanently
and totally disabled, or is blind or disabled as defined in section
1614 (with respect to States which are not eligible to participate
in such program) of any medical assistance correctly paid on be-
half of such individual under the plan ;

(19) provide such safeguards as may be necessary to assure
that eligibility for care and services-under the plan will be deter-

,,mined, and such care and services will be provided, in a manner
consistent with simplicity of administration and the best interests
of the recipients';

(20) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in institu-
tions for mental diseases-,

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carryingout the State lian, including
arrangements for joint planning and for development of
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

(B) provide for an individual .plan for each such patient
to assure that the institutional care provided to him is in
his best interests, including, to

' 
that end, assurances that

there will be initial and periodic review of his riedical and
other needs, that he will be -iven appropriate medical
treatment within the institutions, and that-there'will "be a
periodical determination of his need for continued treatment
'in the institution;



207

(C) provide for the development of alternate plans of
care, making maximum utilization of available resources, for
recipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical treat-
ment and other aid or assistance; for services referred to in
3(a) (4) (A) (i) and (ii), section 603(a) (1) (A) (i) and (ii)
or section 1603(a) (4) (A) (i) and (ii) which are appropriate
for such recipients and for such patients; and for methods
of administration necessary to assure that the responsibili-
ties of the State agency under the State plan with respect to
such recipients and such patients will be effectively carried
out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients;

(21) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a
comprehensive mental health program, including provision for
utilization of community mental health centers, nursing [homes,]
facilities, and other alternatives to care in public institutions for
mental diseases;

(22) include descriptions of (A) the kinds and numbers of pro-
fessional medical personnel and supporting staff that will be used
in the administration of the plan and of the responsibilities they
will have, (B) the standards, for private or public institutions in
which recipients of medical assistance under the plan may receive
care or services, that will be utilized by the State authority or
authorities responsible for establishing and maintaining such
standards, (C) the cooperative arrangements with State health
agencies and State vocational rehabilitation agencies entered into
with a view to maximum utilization of and coordination of the
provision of medical assistance with the services administered or
supervised by such agencies, and (D) other standards and meth-
ods that the State will use to assure that medical or remedial care
and services provided to recipients of medical assistance are of
high quality; and

(23) provide that any individual eligible for medical assistance
(including drugs) may obtain such assistance from any institu-
tion, agency, community pharmacy, or person, qualified to per-
form the service or services required (including an organization
which provides such services, or arranges for their availability,
on a prepayment basis), who undertakes to provide him such
services; and a State plan shall not be deemed to be out of com-
pliance with the requirements of this paragraph or paragraph (1)
or (10) solely by reason of the fact that the State (or any poli-
tical subdivision thereof) has entered into a contract with an
organization which has agreed to provide care and services in
addition to those offered under the State plan to individuals eli-
gible for medical assistance who reside in the geographic area
served by such organization and who elect to obtain such care
and services from such organization;
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(24) effective July 1, 1969, provide for consultative services
by health agencies and other appropriate agencies of the State
to hospitals, nursing [homes,] facilities, home health agencies,
clinics, laboratories, and such other institutions as the Secretary
may specify in order to assist them (A) to qualify for payments
under this Act, (B) to establish and maintain such fiscal records
as may be necessary for the proper and efficient administration of
this Act, and (C) to provide information needed to determine
payments due under this Act on account of care and services fur-
nished to individuals;

(25) provide (A) that the State or local agency administering
such plan will take all reasonable measures to ascertain the legal
liability of third parties to pay for care and services (available
under the plan) arising out of injury, disease, or disability, (B)
that where the State or local agency knows that a third part has
such a legal liability such agency will treat such legal liability as
a resource of the individual on whose behalf the care and services
are made available for purposes of paragraph (17) (B), and (C)
that in any case where such a legal liability is found to exist after
medical assistance has been made available on behalf of the in-
dividual, the State or local agency will seek reimbursement for
such assistance to the extent of such legal liability;

(26) effective July 1, 1969, provide (A) for a regular program
of medical review includingg medical evaluation) of each pa-
tient's need for skilled nursing facility care or (in the case of in-
dividuals who are eligible therefor under the State plan) need
for care in a mental hospital, a written plan of care, and, where
applicable, a plan of rehabilitation prior to admission to a skilled
nursing facility; (B) for periodic inspections to be made in all
skilled nursing facilities and mental institutions (if the State plan
includes, care in such institutions) within the State by one or more
medical review teams (composed of physicians and other appro-
priate, health and social service personnel) of (i) the care being
provided in such nursing [homes] facilities (and mental institu-
tions, if care therein is provided under the State plan) to persons
receiving assistance under the State plan, (ii) with respect to
each of the patients receiving such care. the adequacy of the serv-
ices available in particular nursing [homes] facilitih (or insti-
tutions) to meet the current health needs and promote the maxi-
mum physical well-being of patients receiving care in such
[homes] furiliti/s (or institutions, (iii) the necessity and desir-
,bility of the continued placement of such patients in such nursing
[homes] facilities (or institutions), and (iv) the feasibility of
meeting their health care needs thronh alternative institutional
or noninstitutional services; and (C) for the making by such
to-am or tens of full and complete reports of the findin, *result-
ing from such inspections together with any recommendations
to the State agenc- administering or supervising the administra-
tion of the State plan;

(27) provide for agreements with every person or institution
providing services under the State plan under which such person
or institution agrees (A) to keep such records as are necessary
fully to disclose the extent of the services provided to individuals



receiving assistance under the State plan, and (B) to furnish the
State agency with such information, regarding any payments
claimed by such person or institution for providing services under
the State plan, as the State agency may from time to time request;

(28) provide that any skilled nursing facility receiving pay-
ments under such plan must satisfy all of the requirements con-
tained in section 1861(j), except that the exclusion contained
therein with respect to institutions which are primarily for the
care and treatment of mental diseases and tuberculosis shall not
apply for purposes of this title;

(29) include a State program which meets the requirements set
forth in section 1908, for the licensing of administrators of nurs-
ing homes;

(30) provide such methods and procedures relating to the utili-
zation of, and the payment for, care and services available under
the plan (including but not limited to utilization review plans as
provided for in section 1903(i) (4)) as may be necessary to safe-
guard against unnecessary utilization of such care and services
and to assure that payments (including payments for any drugs
provided under the plan) are not in excess of reasonable charges
consistent with efficiency, economy, and quality of care;

(31) provide (A) for a regular program of independent pro-
fessional review (including medical evaluation of each patient's
need for intermediate care) and a written plan of service prior
to admission or authorization of benefits in an intermediate care
facility as determined under regulations of the Secretary; (B)
for periodic on-site inspections to be made in all such intermedi-
ate care facilities (if the State plan includes care in such in-
stitutions) within the State by one or more independent profes-
sional review teams (composed of physicians or registered nurses
and other appropriate health and social service personnel) of (i)
the care being provided in such intermediate care facilities to per-
sons receiving a sistance under the State plan, (ii) with respect to
each of the patients receiving such care, the adequacy of the serv-
ices available in particular intermediate care facilities to meet
the current health needs and promote the maximum physical well-
being of patients receiving care in such facilities, (iii) the neces-
sity and desirability of the continued placement of such patients
in such facilites, and (iv) the feasibility of meeting their health
care needs throieh alternative institutional or non-institutional
services; and (C) for the making by such team or teams of full
and complete reports of the findings resulting from such inspec-
tions, together with any recommendations to the State agency
administering or supervising the administration of the State
plan;

(39) provide that no payment under the plan for any care or
service provided to an indiv idual by a )hysician, dentist. or other
individual practitioner shall be made to anyone other than such
individual or such physician, rentist, or Practitioner, except that
payment may be made (A) to the employer of such physician,
dentist, or practitioner if snh nvsician. dentist, or practitioner
is required as a condition of his employment to tull over his fee
for such care or service to his employer, or (B) (where the care
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or service was provided in a hospital, clinic, or other facility) to
the facility in which the care or service was provided if there is a
contractual arrangement between such physician, dentist, or prac-
titioner and such facility under which such facility submits the
bill for such care or service:

(33) provide-
A that the State health agency, or other appropriate

State medical agency, shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secre-
tary, for the review by appropriate professional health
personnel of the appropriateness and quality of care and
services furnished to recipients of medical assistance under
the plan in order to provide guidance with respect thereto
in the administration of the plan to the State agency estab-
lislied or designated pursuant to paragraph (5) and, where
applicable, to the State agency described in the [last sen-
tence] penultimate sentence of this subsection; and

(B) that the State or local agency utilized by the Secretary
for the purpose specified in the first sentence of section
1864(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agency
responsible for such licensing, will perform for the State
agency administering or supervising the administration of
the plan approved under this title the function of determin-
ing whether institutions and agencies meet the requirements
for participation in the program under such plan;

(34) provide that in the case of any individual who has been
determined to be eligible for medical assistance under the plan
such assistance will be made available to him for care and services
included under the plan and furnished in or after the third month
before the month in which he made application (or application was
made on his behalf ;n the case of a deceased individual) for such
assistance if such individual was (or upon application would have
been) eligible for such assistance at the time of such care and serv-
ices were furnished;

(35) effective January 1, 1973, provide that any intermediate
care facility receiving payments under such plan must supply to
the licensing agency'of the State full and complete information
as to the identity (A) of each person having (directly or indi-
rectly) an ownership interest of 10 per centum or more in such
intermediate care facility or cho is the owier (in whole O in part)
of any mortgage, deed of tru.t, note or other obligation secured
(in sahole or in part) by such intermcdiate care facility or any of
the property or assets of such intcrmediate rare faculty, (B) in
case an intermediate care facility is organized as a corporation,
of ,ach officer and director of the corporation, and (C) in case
an intermediate care facility is organized as a partnership, of
each partner; and promptly report any changes which would
affect the current accuracy of the information so required to be
supplied; and

r( 7)i (36) provide that within 9 days following the com-
pletion of each survey of any health care facility, laboratory,
agency, clinic, or organization, by the appropriate State agency



described in paragraph (9), such agency shall (in accordance with
regulations of the Secretary) make public in readily available
form and place the pertinent findings of each such survey relating
to the compliance of each such health care facility, laboratory,
clinic, agency, or organization with (A) the statutory conditions
of participation imposed under this title and (B) the major ad-
ditional conditions which the Secretary inds necessary in the in-
terest of health and safety of individuals who are furnished care
or services by any such facility, laboratory, clinic, agency, or
organization.

Notwithstanding paragraph (5), if on January 1, 1965, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X (or title XVI, insofar
as it relates to the blind) was different from the State agency which
administered or supervised the administration of the State plan ap-
proved under title I (or title XVI, insofar as it relates to the aged),
the State agency which administered or supervised the administration
of such plan approved under title X (or title XVI, insofar as it re-
lates to the blind) may be designated to administer or supervise the
administration of the portion of the State plan for medical assistance
which relates to blind individuals and a different State agency may
be established or designated to administer or supervise the administra-
tion of the rest of the State plan for medical assistance; and in such
case the part of the plan which each such agency administers, or the
administration of which each such agency supervises, shall be regarded
as a separate plan for purposes of this title (except for purposes of
paragraph (10)).

For purposes of paragraphs (9) (A), (29), (31), and (33), and of
section 1903(i) (4), the term "skilled nursing facility" and "nursing
home" do not include a Christian Science sanatorium operated, or
listed and certified, by the First Church of Christ, Scientist, Boston,
Massachusetts.
(b) The Secretary shall approve any plan which fulfills the condi-

tions specified in subsection (a) of this section, except that he shall
not approve any plan which imposes as a condition for eligibility for
medical assistance under the plan-

1) an age requirement of more than 65 years; or
(2) effective July 1, 1967, any age requirement which excludes

any individual who has not attained the age of 21 and is or would,
except for the provisions of section 406 (a) (2), be a dependent
child under part A of subchapter IV of this chapter; or

(3) any residence requirement which excludes any individual
who resides in the State; or

(4) any citizenship requirement which excludes any citizen of
the United States.

(c) Notwithstanding subsection (b), the Secretary shall not ap-
prove any State plan for medical assistance if he determines that the
approval end operation of the plan will resn1t in a reduction in gid or
assistance in the form of money payments (other than so much, if any,
of the aid or assistance in such form as was, immediately prior to the
effective date of the State plan under this title, attributable to medical
needs) provided for eligible individuals under a plan of such State
approved under title I, X, XIV, or XVI, or part A of title IV.



(d) (Repealed).
[(e) Notwithstanding any other provision of this title, effective

January 1, 1974, each State plan approved under this title must pro-
vide that each family which was eligible for assistance pursuant to
part A of title IV in at least 3 of the 6 months immediately preceding
the month in which such family became ineligible for such assistance
because of increased income from employment, shall, while a member
of such family is employed, remain eligible for such assistance for 4
calendar months following the month in which such family would
otherwise be determined to be ineligible for such assistance because of
the income and resources limitations contained in such plan.]

(e) Notith.tanding any other provision of this title, effective
January 1, 1974, each State plan approved under this title must pro-
rile that each family which was receiving aid pursuant to a plan of
the State approved under part A of title IV in at least 3 of the 6
nbonths immediately preceding the month in inhich such family be-
came ineligible for such aid because of increased hours of, or increased
income fram, employment, shall, while a member of such family is
employed, remain eligible for assistance under the plan approved
under this title (as though the family jas receicin aid under the
plan approved vnder part A of title IV) for 4 calenlar months
beginning with the month in which such family became ielig;ble for
aid under the plan approved under part A of title IV because of
income and resources or hours of work limitations contained in such
plan.pln. * * * * * *

(f) Notwithstanding any other provision of this title. except as
provided in subsection (e), no State not rlioilyc to particpate in the
State plan program established under t7e tcXVI shall be required to
provide medical assistance to any aged, blind, or disabled individual
(within the meaning of title XVI) for any month unless such tate
would be (or would have been) required to provide medical assistance
to such individual for such month bad its plan for medical assistance
approved under this title and in effect on January 1, 1972. been in
effect in such month, except that for this purpose any such individual
shall he deemed eligible for medical assistance tnder such State plan
if (in addition to meeting such other requirements as are or may be
imposed under the State plan) the income of any such individual as
determined in accordance with section ifol (f) (after deducting [such
individual's payment under title XVI] an1/ "ppeienftal .ecurity in-
come jiam)at cl State 7Prel810 P n tai,1P/iuct nwde ?r;th respect
to cirh ;id;r;dual. and incurred expenses for medical care [as defined
in section a1l of the Internal Revenue Code of 19541 a. recoqn;cd
under State law) is not in excess of the standard for medical
a stance established tider the State plan as in effect on January 1,

I, States e?,lh, proyle mrikcal a.q;qance to I,?d7idnaq 7ii'euaet
to dm55) (10) (0) of 'i5,sect;on (a) of this sect;oin, an -ndi-dn,;a 7,ho
is , 7:a; .11 for and;on? a.stance by reason of the r,qnirr'nfs of this
seton cOn(r? ;Q the declct;on of wnurrcd mrulical exvprnses from
inc iii s all be aov, an nid c;,i>? ir i b, for -edic a sstance
umidr clause (10) (A) of that siibection if that idividual is, or is



eligible to be (1) an individual with respect to whom there is payable
a State supplementary payment on the basis of which similarly situ-
ated individuals are eligible to receive medical assistance equal in
amount, duration, and scope to that provided to individuals eligible
under clause (10) (A), or (2) an eligible individual or eligible spouse,
as defined in title XVI, with respect to whom supplemental security in-
come benefits are payable; otherwise that individual shall be consid-
ered to be an individual eligible for medical assistance under clause
(10) (C) of that subsection. In States which do not provide medical
assistance to individuals pursuant to clause (10) (C) of that subsec-
tion, an individual who is eligible for medical assistance by reason of
the requirements of this section concerning the deduction of incurred
medical expenses from income shall be considered an individual eligi-
ble for medical assistance under clause (10) (A) of that subsection."-

Payment to States

Sec. 1903. (a) From the sums appropriated therefor, the Secretary
(except as otherwise provided in this section [and section 1117])
shall pay to each State which has a plan approved under this title,
for each quarter beginning with the quarter commencing January 1,
1966,

(1) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b), subject to subsections (g)
(e) and (h) of this section) of the total amount expended during
such quarter as medical assistance under the State plan (including
expenditures for premiums under part B of title XVIII, for
[individuals who are recipients of money payments under a State
plan approved under title 1, X, XIV, or XVI, or part A of title
IV] individuals who are eligible for medical as distance under the
plan and (A) are receiving aid or assistance under any plan of
the State approved under title I, X, XIV, or XVI, or part A of
title IV, or with respect to whom supplemental security income
benefits are being paid under title XVI, or (B) with respect to
whom there is being paid a State supplementary payment and are
eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals de-
scribed in sction 1902(a) (10) (A), and, except in the case of
individuals sixty-five years of age or older and disabled individ-
uals entitled to hospital insurance benefits under title XVIII who
are not enrolled under part B of title XVIII, other insurance
premiums for medical or any other type of remedial care or the
cost thereof) ; plus

(2) an amount equal to 75 per centum of so much of the sums
expended during such quarter (as found necessary by the Secre-
tary for the proper and efficient administration of the State plan)
es are attributable to compensation or training of skilled pro-
fessional medical personnel, and staff directly supporting such
personnel of the State agency or any other public agency; plus

(3) ,n amount equal to-
(A) (i) 90 per centum of so much of the sums expended

during such quarter as are attributable to the design, develop-
ment, or installation of such mechanized claims processing



and information retrieval systems as the Secretary deter-
mines are likely to provide more efficient, economical, and
effective administration of the plan and to be compatible
with the claims processing and information retrieval systems
utilized in the administration of title XVIII, including the
State's share of the cost of installing such a system to be used
jointly in the administration of such State's plan and the
plan of any other State approved under this title, and

(ii) 90 per centum of so much of the sums expended dur-
ing any such quarter in the fiscal year ending June 30, 1972.
or the fiscal year ending June 30, 1973, as are attributable to
the design, development, or installation of cost determina-
tion systems for State-owned general hospitals (except that
the total amount paid to all States under this clause for either
such fiscal year shall not exceed $150,000), and

(B) 75 per centum of so much of the sums expended dur-
ing such quarter as are attributable to the operation of sys-
tens (whether such systems are operated directly by the
Sta.te or by another person under a contract with the State)
of the type described in subparagraph (A) (i) (whether or
not designed, developed, or installed with assistance under
such subparagraph) which are approved by the Secretary
and which include provision for prompt written notice to
each individual who is furnished services covered by the plan
of the specific services so covered, the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made under the plan on account of the services;
plus

(4) an amount equal to 100 per centum of the sums expended
wilt& respect to costs incurred during such quarter (as found
necessary by the Secretary for the proper and efficient adminis-
tration of the State plan) which are attributable to compensation
or training of personnel (of the State agency or any other public
agency) responsible for inspecting public or private institutions
(or portions thereof) providing long-term care to recipients of
medical assistance to determine whether such institutions comply
with health or safety standards applicable to such institutions
under this Act; plus

(5) an amount equal to 90 per centum of the sums expended
during such quarter [(as found necessary by the Secretary for the
proper and efficient administration of the plan)] which are attrib-
utable to the offering, arranging, and furnishing (directly or on
a contract basis) of family planning services and supplies;

(6) an amount equal to 50 per centum of the remainder of the
amounts expended during such quarter as found necessary bv the
Secretary for the proper and efficient administration of the State
plan.

(hN [(1) (Repealed)]
[(2)] (1) Notwithstanding the preceding provisions of this section,

the amount determined under subsection (a) (1) for any State for any
quarter beginning after December 31, 1969, shall not take into ac-
count any amounts expended as medical assistance with respect to
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individuals aged 65 or over and disabled individuals entitled to hospi-
tal insurance benefits under title XVIII which would not have been
so expended if the individuals involved had been enrolled in the in-
surance program established by part B of title XVIII other than
amounts expended under provisions of the plan as required by section
1902(a) (34).

[(3)] (2) For limitation on Federal participation for capital ex-
penditures which are out of conformity with a comprehensive plan of
a State or areawide planning agency, see section 1122.

[(c) (1) If the Secretary finds, on the basis of satisfactory in-
formation furnished by a State, that the Federal medical assistance
percentage for such State applicable to any quarter in the period be-
ginning January 1, 1966, and ending with the close of June 30,1969, is
less than 105 per centum of the Federal share of medical expenditures
by the State during the fiscal year ending June 30, 1965 (as determined
under paragraph (2)), then 105 per centum of such Federal share
shall be the Federal medical assistance percentage (instead of the
percentage determined under section 1905(b) ) for such State for such
quarter and each quarter thereafter occurring in such period and
prior to the first quarter with respect to which such a finding is not
applicable.

(2) For purposes of paragraph (1), the Federal share of medical
expenditures by a State during the fiscal year ending June 30, 1965,
means the percentage which the excess of-

(A) the total of the amounts determined under sections 3, 403,
1003, 1403, and 1603 with respect to expenditures by such State
during such year as aid or assistance under its State plans ap-
proved under titles, I, IV, X, XIV, and XVI, over

(B) the total of the amounts which would have been deter-
mined under such sections with respect to such expenditures dur-
ing such year if expenditures as aid or assistance in the form of
medical or any other type of remedial care had not been counted,

is of the total expenditures as aid or assistance in the form of medical
or any other type of remedial care under such plans during such year.]

(d) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsections
(a) [, (b), and (c)] and (b) for such quarter, such estimates to be
based on (A) a report filed by the State containing its estimate of the
total sum to be expended in such quarter in accordance with the pro-
visions of such subsections, and stating the amount appropriated or

made available by the State and its political subdivisions for such ex-
penditures in such quarter, and if such amount is less than the State's
proportionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be de-
rived, and (B) such other investigation as the Secretary may find
necessary.

(2) The Secretary shall then pay to the State, in such installments
as he may determine, the amounts so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Secre-
tary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already
been made under this subsection. Expenditures for which payments
were made to the State under subsection (a) shall be treated as an
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overpayment to the extent that the State or local agency administering
such plan has been reimbursed for such expenditures by a third party

pursuant to the provisions of its plan in compliance with section
1902(a) (25).

(3) The pro rata share to which the United States is equitably
entitled, as determined by the Secretary, of the net amount recovered
during any quarter by the State or any political subdivision thereof
with respect to medical assistance furnished under the State plan
shall be considered an overpayment to be adjusted under this
subsection.

(4) Upon the making of an estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

(e) ( (Repealed).] With respect to amounts expended during any
quarter (commencsing with the calendar quarter which begins on Jan?,-
ary 1, 1974) as medical assistance under the State plan (including
amounts for premiums as described in subsection (a) (1)) in providing
srrie1s to any individual who, at any time during the twelve-month
period ending with the month preceding the month in which he re-
ceived such services resided on or adjacent to a Federal Indian reser-
vation, and was eligible for comprehensive health services wonder the
Indian Health Service program conducted within the Public Health
Service, the Federal medical assistance percentage shall be increased to
100 per centum.

(f) (1) (A) Except as provided in paragraph (4), payment under
the preceding provisions of this section shall not be made with respect
to any amount expended as medical assistance in a calendar quarter,
in any State, for any member of a family the annual income of which
exceeds the applicable income limitation determined under this
paragraph.

(B) (i) Except as provided in clause (ii) of this subparagraph, the
applicable income limitation with respect to any family is the amount
determined, in accordance with standards prescribed by the Secre-
tary, to be equivalent to 133 Va percent of the highest amount which
would ordinarily be paid to a family of the same size without any in-
come or resources, in the form of money payments. under the plan
of the State approved under part A of title IV of this Act.

(ii) If the Secretary finds that the operation of a uniform maxi-
mum limits payments to families of more than one size, he may adjust
the amount otherwise determined under clause (i) to take account of
families of different sizes.

(C) The total amount of any applicable income limitation deter-
mined under subparagraph (B) shall, if it is not a multiple of $100
or such other amount as the Secretary may prescribe, be rounded to
the next higher multiple of $100 or such other amount, as the case
may be.

(2) In computing a family's income for purposes of paragraph (1),
there shall be excluded any" costs (whether in the form of insurance
premiums or otherwise) incurred by such family for medical care or
for any other type of remedial care recognized under State law.

(2) For purpose' of l)?ragrapli (1) (11), in the case of a family
consisting of only one individual, the "highest amount which would
ordinarily be paid" to such family under the State's plan approved
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under part A of title IV of this Act shall be the amount determined
by the State agency (on the basis of reasonable relationship to the
amounts payable under such plan to families consisting of two or
more persons) to be the amount of the aid which would ordinarily be
payable under such plan to a family (without any income or re-
sources) consisting of one person if such plan (without regard to sec-
tion 408) provided for aid to such a family.

[(4) The limitations on payment imposed by the preceding provi-
sions of this subsection shall not apply with respect to any amount
expended by a State as medical assistance for any individual who,
at the time of the provision of the medical assistance giving rise to
such expenditure-

[(A) is a recipient of aid or assistance under a plan of such
State which is approved under title I, X, XIV, oi XVI, or part A
of title IV. or

[(B) is not a recipient of aid or assistance under such a plan
but (i) is eligible to receive such aid or assistance, or (ii) would
be eligible to receive such aid or assistance if he were not in a
medical institution.]

"(4) The limitations on payment imposed by the preceding provi-
sions of this subsection shall neot apply with respect to any amount ex-
pended by a State as medical assistance for any individual-

"(A) who is receiribq aid or assistance under any plan of the
State approved under title I, X. XIV, or XVI, or part A of title
IV, or with respect to whom supplemental security income benefits
are being pai~d under titlX- XV1, or

"(B) who is not receiving such aid or assistance, and wth re-
spect to whom such benefits are not being paid, but (i) is eligible
to receive such aid or assistance, or to have such benefits paid with
respect to him, or (ii) would be eligible to receive such aid or
assistance, or to have such benefits paid with respect to him if he
were not in a medical institution, or

"(C) with respect to whom there is being paid, or who is eligi-
ble, or would be eligible if he were not in a medical institution, to
have paid with respect to him, a State supplementary payment
and is eligible for medical assistance equal in amount, duration,
and scope to the medical assistance made available to individuals
described in section 1902(a) (10) (A), but only if the income of
such individual (as determined under section 1612, but without
regard to subsection (b) thereof) does not exceed 300 percent of
the supplemental security income benefit rate established by sec-
tion 1611(b) (1),

at the time of the provision of the medical assistance giving rise to
such expenditure."

(g) (1) With respect to amounts paid for the following services
furnished under the State plan after June 30, 1973 (other than services
furnished pursuant to a contract with a health maintenance organiza-
tion as defined in section 1876), the Federal medical assistance per-
centage shall be decreased as follows: After an individual has received
care as an inpatient in a hospital (including an institution for tuber-
culosis), skilled nursing facility or intermediate care facility on 60
days, or in a hospital for mental diseases on 90 days (whether or
not such days are consecutive), during any fiscal year, which for pur-
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poses of this section means the four calendar quarters ending with

June 30, the Federal medical assistance percentage with respect to

amounts paid for any such care furnished thereafter to such individ-

uial in te same fiscal year shall be decreased by 331/3 per centum

thereof unless the State agency responsible for the administration of

the plan makes a showing satisfactory to the Secretary that, with re-

spect to each calendar quarter for which the State submits a request

for payment at the full Federal medical assistance percentage for

amounts paid for inpatient hospital services (including tuberculosis

hospitals), skilled nursing facility services, or intermediate care fa-

cility services furnished beyond 63 days (or inpatient mental hospital

services furnished beyond 90 days), there is in operation in the State

an effective program of control over utilization of such services; such

a showing must include evidence that-
(A) in each case for which payment is made under the State

plan, a physician certifies at the time of admission, or, if later,
the time the individual applies for medical assistance under the
State plan (and recertifies, where such services are furnished over
a period of time, in such cases, at least every 60 days, and accom-
panied by such supporting material, appropriate to the case in-
volved, as may be provided in regulations of the Secretary), that
such services are or were required to be given on an inpatient
basis because the individual needs or needed such services; and

(B) in each such case, such services were furnished under a
plan established and periodically reviewed and evaluated by a
physician;

(C) such State has in effect a continuous program of review
of utilization pursuant to section 1902(a) (30) whereby the neces-
sity for admission and the continued stay of each patient in such
institution is periodically reviewed and evaluated (with such fre-
quency as may be prescribed in regulations of the Secretary) by
medical and other professional personnel who are not themselves
directly responsible for the care of the patient [and who are not
employed by] or financially interested in any such institution or,
except in the case of hospitals, employed by the institution; and

(D) such State has an effective program of medical review of
the care of patients in mental hospitals, skilled nursing facilities,
and intermediate care facilities pursuant to section 1902(a) (26)
and (31) whereby the professional management of each case is re-
viewed and evaluated at least annually by independent profes-
sional review teams.

In determining the number of days on which an individual has re-
ceived services described in this subsection, there shall not be counted
any days with respect to which such individual is entitled to have
payments made (in whole or in part) on his behalf under section 1812.

(2) The Secretary shall, as part of his validation procedures under
this subsection, conduct sample osite surveys of private and public
institutions in which recipients of medical assistance may receive care
and services under a State plan approved under this title, and his find-
ings with respect to such surveys (as well as the showings of the State
agency required under this subsection) shall be made available for
public inspection.
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(h) (1) If the Secretary determines for any calendar quarter begin-
ning after June 30, 1973, with respect to any State that there does not
exist a reasonable cost differential between the statewide average cost
of skilled nursing facility services and the statewide average cost of
intermediate care facility services in such State, the Secretary may
reduce the amount which would otherwise be considered as expendi-
tures under the State plan by any amount which in his judgment is
a reasonable equivalent of the difference between the amount of the
expenditures by such State for intermediate care facility services and
the amount that would have been expended by such State for such
services if there had been a reasonable cost differential between the
cost of skilled nursing facility services and the cost of intermediate
care facility services.

(2) In determining whether any such cost differential in any State
is reasonable the Secretary shall take into consideration the range of
such cost differentials in all States.

(3) For the purposes of this subsection, the term "cost differential"
for any State for any quarter means, as determined by the Secretary
on the basis of the data for the most recent calendar quarter for which
satisfactory data are available, the excess of-

(A) the average amount paid in such State (regardless of the
source of payment) per inpatient day for skilled nursing facility
services, over

(B) the average amount paid in such State (regardless of the
source of payment) per inpatient day for intermediate care facility
services.

(4) For purposes of this subsection, the term "cost" shall mean
amounts reimbursable by the State under a State plan approved under
this title.

(i) Payment under the preceding provisions of this section shall
not be made-

(1) with respect to any amount paid for items or services
furnished under the plan after December 31, 1972. to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services under the fourth and
fifth sentences of section 1842 (b) (3) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 31, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862(d) (1) or un-
der clause (D), (E), or (F) of section 1866 (b) (2) ; or

(3) with respect to any amount expended for inpatient hospital
services furnished under the plan to the extent that such amount
exceeds the hospital's customary charges with respect to such
services or (if such services are furnished under the plan by a
public institution free of charge or at nominal charges to the
public) exceeds an amount determined on the basis of those items
(specified in regulations prescribed by the Secretary) included in
the determination of such payment which the Secretary finds will
provide fair compensation to such institution for such services;
or
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(4) with respect to any amount expended for care or services

furnished under the plan by a hospital or skilled nursing facility

unless such hospital or skilled nursing home has in effect a utiliza-

tion review plan which meets the requirements imposed by sec-

tion 1861(k) for purposes of title XVIII: and if such hospital or

skilled nursing facility has in effect such a utilization review plan
for purposes of title XVIII, such plan shall serve as the plan
required by this subsection (with the same standards and proce-
dures and the same review committee or group) as a condition of
payment under this title; the Secretary is authorized to waive
the requirements of this paragraph if the State agency demon-
strates to his satisfaction that it has in operation utilization re-
view procedures which are superior in their effectiveness to the
procedures required under section 1861 (k).

(j) Notwithstanding the preceding provisions of this s-,tio'--
(1) in determining the amount payable to any State with re-

spect to expenditures for skilled nursing facility services fur-
uished in any calendar quarter beginning after December 31. 1972,
there shall not be included as expenditures under the State plan
any amount in excess of the product of (A) the number of in-
patient days of skilled nursing facility services provided under
the State plan in such quarter, and (B) 105 per centum of the
average per diem cost of such services for the fourth calendar
quarter preceding such calendar quarter: and

(2) in determining the amount payable to any State with re-
spect to expenditures for intermediate care facility services fur-
nished in any calendar quarter beginning after ]December 31. 1972,
there shall not be included as expenditures under the State plan
an- amount in excess of the product of (A) the number of in-
patient days of intermediate care facility services provided in
tixeb quarter under each of the plans of such State approved under
titles I, X. XIV, XVI, and XIX, and (B) 1(05 per centum of the
avera ge per diem cost of such services for the fourth calendar
quarter preceding such calendar quarter.

For purposes of determining the amount payable to any State with
respect to any quarter under paragraphs (1) and (2), the Secretary
may by regulation increase the percentage specified in clause (B) of
ca Ii such paragraph to the extent necessary to take account of in-
reses in ner diem costs which result directly from increases in the

Federal minimum wage, or which otherwise result directly from cost
increases which the Secretary determines are attributable to the up-
grading of services and facilities required by this Act or from pro-
visions of Federal law enacted (or amendments to Federal law made)
after the date of the enactment of the Social Security Amendments of
197.

(jil1) Notwithstanding the preceding provisions of this section,
no payment shall be made to a State (except as provided under this
subsection) with respect to expenditures incurred by it for services
provided by any institution during any period that an order for sis-
pension of payment (as authorized by this subsection) is effective with
respect to such institution.

(2) The Secretary may issue a suspension of payment order with
respect to any institution 'if-



(A) such institution (i) does not (at the time such order is
issued) have in effect an agreement with the Secretary which is
entered into pursuant to section 1866; and (ii) did (prior to the
time such order is issued) have in effect such an agreement; and

(B) (i) The Secretary has been unable to collect (or make
satisfactory arrangement for the collection of) amounts due on
account of overpayments made to such institution under title
XVIII: or

(ii) the Secretary has been unable to obtain from such insti-
tution the data and information necessary to enable him to deter-
mine the amount (if any) of the overpayments made to such in-
stitution under title XVIII.

(3) Whenever the Secretary issues any order for suspension of
payment under this subsectioii with respect to any institution, he shall
submit a notice of such order to the single State agency (referred
to in section 1902(a) (5)) of each State which he has reason to believe
does or may utilize the services of such institution in providing medi-
cal assistance under a plan approved under this title.

(4) Any order for suspension of payment issued with respect to any
institution under this subsection shall become effective. in the case of
any State plan approved under this title, on the 60th day after the date
the State agency (referred to in section 1902(a) (5)) administering or
supervising the administration of such plan receives notice of such
order submitted pursuant to paragraph (3). Any such order shall cease
to be effective at such time as the Secretary is satisfied that the insti-
tution is participating in substantial negotiations which seek to remedy
the conditions which gave rise to his order of suspension of payments,
or that the amounts (referred to in paragraph (2) ) are no longer due
from such institution or that a satisfactory arrangement has been
made for the payment by such institution of any such amounts. U-pon
the determination of the Secretary that any such order with respect
to any such institution shall cease to be effective, he shall forthwith
notify each State agency to which he has therefore submitted notice
under paragraph (3) with respect to such institution.

(5) Whenever any order which has been issued by the Secretary
under the preceding provisions of this subsection with respect to an
institution ceases to be effective, any payment to which any State
would (except for the preceding provisions of this subsection) have
been entitled under this section on account of services provided by
such institution shall be made to such State for the month in which
such order ceases to be effective.

(k) The Secretary is authorized to provide at the request of any
State (and without cost to such State) such technical and actuarial as-
sistance as may be necessary to assist such State to contract with any
health maintenance organization which meets the requirements of sec-
tion 1876 for the purpose of providing medical care and services to
individuals who are entitled to medical assistance under this title.

(1) Payment under the preceding provisions of this section shall
be made with respect to any amount expesnded during calendar quar-
ters commencing after June 30, 1974 by a State as payment on a pmer
capita or similar basis for the provision of medical cssistance only
if



(1) the entity to which such payment is made meets the defini-
tion of a health maintenance organization contained in section
1876(b), other than'the provisions of clauses (2),(3), and (7),

(2) provides physcians' services primarily (A) directly
through physicians who are either employees or partners of such
entity, or (B) under formal contractual arrangements with one
or more groups of physicians (organized on a group practice or
indhiv;dval practice basis) under which each such group is reim-
bursed for its services primarily on the basis of an aggregate
fixed sum or on a per capita basis, regardless of whether the in-
dividual physician members of any such group are paid on a
fee-for-service or other basis;

(3) provides either directly or through formal contractual ar-
ran events with others all the services covered under the State
plan, except to the extent that the State shall have secured from
the secretaryy a waiver with respect to any particular service,
which waiver shall not be approved by the Secretary unless tle
State provides assurances satisfactory to the Secretary that an
alternative arrangement will be provided for the provision of such
service to individuals receiving medical assistance through such
entity;

(4) of the enrolled numbers of such entity not less than (A)
50 per centumn of such members (in case such entity is not an entity
described in clause (B) ) are individuals who are neither entitled
to benefits under title XVIII nor eligible for medical assistance
under the State plan approved under this title, or (B) in case
such entity serves a geographic area in which individuals (re-
ferred to in clause (A)) constitute less than 50 per centum of the
total population, a per centum equal to which ever of the following
is the larger: (i) a per centum of such members equal to the per
centum of such total population which consists of such individuals,
or (ii) 05 per centum of such members; and

(5) such payment is made under a contract or other arrange-
ment which has been approved in advance by the Secretary and
which meets requirements imposed by regulations which the Sec-
retary shall prescribe for the purpose of assuring that payments
by a State on a per capita or similar basis for the provision of
medical assistance are subject to substantially the same require-
ments as those imposed by subsections (a) and (i) of section 1876
with respect to title XVIII, except that, notwithstanding the pro-
visions of section 1876(i) (2) (A), such regulations may authorize
a risk sharing contract or arrangement with an otherwise quali-
fled entity which has a current enrollment of at least 5,000 mem-
bers on a prepaid capitation or similar basis.

Operation of State Plans

See. 1904. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds-

(1) that the plan has been so changed that it no longer complies
with the provisions of section 1902; or

(2) that in the administration of the plan there is a failure to
comply substantially with any such provision;



the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure.)

Definitions

Sec. 1905. For purposes of this title-
(a) The term "medical assistance" means payment of part or all

of the cost of the following care and services (if provided in or after
the third month before the month in which the recipient makes appli-
cation for assistance) for individuals, and, with respect to physicians'
or dentists' services, at the option of the State, to [individuals not re-
ceiving aid or assistance under the State's plan approved under title
I, X, XIV, or XVI, or part A of title IV] individuals (other than
individuals with respect to whom there is being paid. or who are
eligible, or would be eligible if they were not in a medical institution,
to have paid with respect to them a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and scope
to the medical assistance made available to individuals described in
section 1900(a) (10) (A)) not receiving aid or assistance under any
plan of the State approved under title I, X, XIV, or XVI, or part A
of title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI, who are

(i) under the age of 21,
(ii) relatives specified in section 406(b) (1) with whom a child

is living if such child, except for section 406(a) (2), is (or would,
if needy, be) a dependent child under part A of title IV,

(iii) 65 years of age or older,
(iv) blind, with respect to States eligible to participate in the

State plan program established under title XVI,
(v) 18 years of age or older and permanently and totally dis-

abled, [or] with respect to States eligible to participate in the
State plan program established under title XVI,

(vi) persons essential (as described in the second sentence of this
subsection) to individuals receiving aid or assistance under State
plans approval under title I, X, XIV, or XVI, or

(9.i) blind or disabled as defined in section 1614, with respect
to States not eligible to participate in the State plan program
established under title XVI,

but whose income and resources are insufficient to meet all of such
cost- (1) inpatient hospital services (other than services in an in-

stitution for tuberculosis or mental diseases)
(2) outpatient hospital services;
(3) other laboratory and X-ray services;
(4) (A) skilled nursing facility services (other than services

in an institution for tuberculosis or mental diseases) for individ-
uals 21 years of age or older: (B) effective July 1, 1969, such
early and periodic screening and diagnosis of individuals who
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are eligible under the plan and are under the age of 21 to ascertain
their physical or mental defects, and such health care, treatment,
and other measures to correct or ameliorate defects and chronic
conditions discovered thereby, as may be provided in regulations
of the Secretary; and (C) family planning services and supplies
furnished (directly or under arrangements with others) to in-
dividuals of child-bearing age (including minors who can be
considered to be sexually active) who are eligible under the State
plan and who desire such services and supplies;

(5) physicians' services furnished by a physician (as defined in
section 1861 (r) (1)), whether furnished in the office, the patient's
home, a hospital, or a skilled nursing facility, or elsewhere;

(6) medical care, or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the
scope of their practice as defined by State law;

(7) home health care services;
(8) private duty nursing services;
(9) clinic services;
(10) dental services; q4
(11) physical therapy and related services:
(12) prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by a physician skilled in diseases of the
eve or 1y an optometrist, whichever the individual may select:

(13) other diagnostic, screening, preventive, and rehabilitative
servees;

(14) inpatient hospital services. skilled nursing facility serv-
ices, and intermediate care facility services for individuals 65
years of age or over in an institution for tuberculosis or mental
diseases:

(15) intermediate care facility services (other than such
services in an institution for tuberculosis or mental diseases) for
individuals who are determined, in accordance with section 1902
(a) (31) (A), to be in need of such care;

(16) effective January 1, 1973, inpatient psychiatric hospital
services for indi viduals under ["21, as defined in subsection (e) :j
age 21, as defined in subsection (1o) :

(17) any other medical care, and any other type of remedial
care recognized under State law, specified by the Secretary;

except as otherwise provided in paragraph (16), such term does not
include-

(A) any such payments with respect to care or services for
anv individual who is an inmate of a public institution (ex-
cept as a patient in a medical institution) : or

(B) any such payments with respect to care or services for
any individual who has not attained 65 years of age and who
is a patient in an institution for tuberculosis or mental
diseases,

For purposes of clause (vi) of the preceding sentence, a person shall
be considered essential to another individual if such person is the
spouse of and is living with such individual, the needs of such person
are taken into account in determining the amount of aid or assistance
furnished to such individual (under a State plan approved under
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title I, X, XIV, or XVI), and such person is determined, under such
a State plan, to be essential to the well being of such individual.

(b) The term "Federal medical assistance percentage" for any
State shall be 100 per centum less the State percentage; and the
State percentage shall be that percentage which bears the same ratio
to 45 per centum as the square of the per capita income of such State
boars to the square of the per capita income of the continental United
States (including Alaska) and Hawaii; except that (1) the Federal
medical assistance percentage shall in no case be less than 50 per cen-
turn or more than 83 per centum, and (2) the Federal medical assist-
ance percentage for Puerto Rico, the Virgin Islands, and Guam shall
be 50 per centum. The Federal medical assistance percentage for any
State shall be determined and promulgated in accordance with the
provisions of subparagraph (B) of section 11l0(a) [(S) except that
the Secretary shall promulgate such percentage as soon as possible
after the enactment of this title, which promulgation shall be con-
clusive for each of the six quarters in the period beginning January 1,

lt6; and uding with the close of ,rme 30. 1967.] (8).
(c) For purposes of this title the term "intermediate care facility"

means an institution which (1) is licensed under State law to pro-
vide, on a regular basis, health-related care and services to individuals
who do not require the degree of care and treatment which a hospital
or skilled nursing [home] facility is designed to provide, but who
because of their mental or physical condition require care and services
(above the level of room and board) which can be made available to
them only through institutional facilities, (2) meets such standards
prescribed by the Secretary as he finds appropriate for the proper pro-
vision of such care, and (3) meets such standards of safety and sanita-
tion as are established under regulation of the Secretary in addition to
those applicable to nursing homes under State law. The term "inter-
mediate care facility" also includes any skilled nursing [home]
jacil/t/ or hospital which meets the requirements of the preceding
sentence. The term "intermediate care facility" also includes a Chris-
tian Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only with
respect to institutional services deemed appropriate by the State. The
term "intermediate care facility" also includes any institution which is
located in a State on an Indian reservation and is certified by the Sec-
retary as meeting the requirements of clauses (2) and (3) of this sub-
section and providing the care and services required under clauses (1).
With respect to services furnished to individuals under age 65, the
term "intermediate care facility" shall not include, except as provided
in subsection (d), any public institution or distinct part thereof for
mental diseases or mental defects.

(d) The term "intermediate care facility services" may include
services in a public institution (or distinct part thereof) for the men-
tally retarded or persons with related conditions if-

(1) the primary purpose of such institution (or distinct part
thereof) is to provide health or rehabilitative services for men-
tally retarded individuals and which meet such standards as may
be prescribed by the Secretary;

(2) the mentally retarded individual with respect to whom a
request for ,payment is made tinder a plan approved under this
title is receiving, active treatment under such a program; and
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(3) the State or political subdivision responsible for the opera-

tion of such institution has agreed that the non-Federal expendi-

tures in any calendar quarter prior to January 1, 1975, with

respect to services furnished to patients in such institution (or dis-

t inct part thereof) in the State will not, because of payments made

under this title, be reduced below the average amount expended

for such services in such institution in the four quarters immedi-

ately preceding the quarter in which the State in which such in-

stitution is located elected to make such services available under
its plan approved under this title.

(e) In the case of any State the State plan of which (as approved
under this title)-

(1) does not provide for the payment of services (other than
services covered under section 1902(a) (12)) provided by an
optometrist; but

(2) at a prior period did provide for the payment of services
referred to in paragraph (1) ;

the term "physicians' services" (as used in subsection (a) (5)) shall
include services of the type which an optometrist is legally authorized
to perform where the State plan specifically provides that the term
'physicians' seri vices", as employed in such Plan, includes services of
the type which an optometrist is legally authorized to perform, and
shall be reimbursed whether furnished by a physician or an op-
tometrist.

(f) For purposes of this title. the term "skilled nursing facility
ser ices" means services which are or were required to be given an
individual who needs or needed on a daily basis skilled nursing care
(provided directly by or requiring the supervision of skilled nursing
personnel) or other skilled rehabilitation services which as a practical
matter can only be provided in a skilled nursing facility on an in-
patient basis.

(g) If the State plan includes provision of chiropractor-' services,
such services include only-

(1) services provided by a chiropractor (A) who is licensed
as such by the State and (P) who meets uniform minimum stand-
ards promulgated by the Secretary under section 1861(r)(5);
and

(2) services which consist of treatment by means of manual
manipulation of the spine which the chiropractor is legally au-
thorized to perform by the State.

(h) (1) For purposes of paragraph (16) of subsection (a). the term
"inpatient psychiatric hospital services for individuals under age 21"
includes only-

(A) inpatient services which are provided in an institution
which is accredited as a psychiatric hospital by the Joint Commis-
sion on Accreditation of Hospitals:

(B) inpatient services which, in the case of any individual,
(;) involve. active treatment [(i)J which meets Rucl standards as
may be prescribed [)ursuant to title XVIIII in regulations by
the Secretary, and (ii) which] a team, consisting of T)hysicians
and other personnel ouslified to male determinations with respect
to mental health conditions and the treatment thereof, has deter-
mined are necessary on an innatient basis and can r-snni.hlv he
expected to improve the condition, by reason of which suuh serv-
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ices are necessary, to the extent that eventually such services wvill
no longer be necessary; and

(C) inpatient services which, in the case of any individual, are
Provided prior to (A) the date such individual attains age 21, or
(B) in the case of an individual who was receivin such services in
the period immediately preceding the date on wtich he attained
age 21, (i) the date such individual no longer requires such serv-
ices, or (ii) if earlier, the date such individual attains age 22;

(2) Such term does not include services provided during any
calendar quarter under the State plan of any State if the total amount
of the funds expended, during such quarter, by the State (and the
political subdivisions thereof) from non-Federal funds for inpatient
services included under paragraph [(e)] (1), and for active psychiat-
rc care and treatment provided on an outpatient basis for eligible
mentally ill children, is less than the average quarterly amount of the
funds expended. during the 4-quarter period ending December 31.
1971, by the State and the political subdivisions thereof) from non-
Federal funds for such services.

[(h)] (i) For purposes of this title, the term "skilled nursin_
facility' also includes any institution which is located in a State on an
Indian reservation and is certified by the Secretary as being a qualified
skilled nursing facility by meeting the requirements of section
1861(i) []J or

(j) The tfrm "'tate supplementary payment" means any rasih pay-
enent made by a State on a regular basis to an individual irho is
receu vny supplemental security income benefits under title XVI or
?rho would but for his income be eligible to receive such benefits. as
assistarce based on need in supplementation of such benefits (as deter-
n;ned ly the Secretary), but only to the extent that such payments are
made 'with respect to an individual with respect to qshom supplemental
security inone benefits are payable under title XVI, or 'would but for
his income be payable under that title.

(4') Increased supplemental security income benefits payable pw--
suant to section 211 of Public Lain 93-66 shall not be consi7ered svp-
lilementol spority income benefits payable under title XVI.

Sec. 1906. [Repealed.]

Observance of Religious Beliefs

Sec. 1907. Nothing in this title shall be construed to require any
State which has a plan approved under this title to compel any person
to undergo any medical screening, examination, diagnosis, or treatment
or to accept any other health care or services provided under such plan
for any purpose (other than for the purpose of discovering and pre-
venting the spread of infection or contagious disease or for the purpose
of protecting environmental health), if such person objects (or, in
case such person is a child, his parent or guardian objects) thereto on
religious grounds.

State Programs for Licensing of Administrators of Nursing
Homes

Sec. 1908. (a) For purposes of section 1902 (a) (29), a "State pro-
gram for licensing of administrators of nursing homes" is a program
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which provides that no nursing home within the State may operate
except under the supervision of an administrator licensed in the
manner provided in this section.

(b) Licensing of nursing home administrators shall be carried out
by the agency of the State responsible for licensing under the healing
arts licensing act of the State. or. in the absence of such act or such
an agency, a board representative of the professions and institutions
concerned with care of chronically ill and infirm aged patients and
established to carry out the purposes of this section.

(c) It shall be the function and duty of such agency or board to--
(1) develop, impose, and enforce standards which must be met

by individuals in order to receive a license as a nursing home
administrator, which standards shall be designed to insure that
nursing home administrators will be individuals who are of good
character and are otherwise suitable, and who. by training or
experience in the field of institutional administration, are quali-
fied to serve as nursing home administrators;

(2) develop and apply appropriate techniques. including ex-
aminations and investigations, for determining whether an indi-
vidual meets such standards:

(3) issue licenses to individuals determined, after the applica-
tion of such techniques, to meet such standards, and revoke or
suspend licenses previously issued by the board in any case where
the individual holding any such license is determined substantially
to have failed to conform to the requirements of such standards;

(4) establish and carry out procedures designed to insure that
individuals licensed as nursing home administrators will, during
any period that they serve as such, comply with the requirements
of such standards;

(5) receive, investigate, and take appropriate action with re-
spect to, any charge or complaint filed with the board to the effect
that any individual licensed as a nursing home administrator has
failed to comply with the requirements of such standards; and

(6) conduct a continuing study and investigation of nursing
homes and administrators of nursing homes within the State with
a view to the improvement of the standards imposed for the li-
censing of such administrators and of procedures and methods for
the enforcement of such standards with respect to administrators
of nursing homes who have been licensed as such.

(d) No State shall be considered to have failed to comply with the
provisions of section 1902 (a) (29) because the agency or board of such
State (established pursuant to subsection (b)) shall have granted any
waiver, with respect to any individual who, during all of the three
calendar years immediately preceding the calendar year in which the
requirements prescribed in section 1902(a) (29) are first met by the
State, has served as a nursing home administrator, of any of the stand-
ards developed, imposed, and enforced by such agency or board pur-
suant to subsection (c). [No State shall be considered to have failed to
comply with the provisions of section 1902 (a) (29) because the agency
or board of such State (established pursuant to subsection (b)) shall
have granted any waiver, with respect to any individual who, during
all of the calendar years immediately preceding the calendar year in
which the requirements prescribed in section 1902(a) (29) are first met



by the State, has served as a nursing home administrator, of any of
the standards developed, imposed, and enforced by such board pur-
suant to subsection (c) (1) other than such standards as relate to good
character or suitability if-

[(1) such waiver is for a period which ends after being in effect
for two years or on June 30, 1972, whichever is earlier, and

[(2) there is provided in the State (during all of the period
for which waiver is in effect), a program of training and instruc-
tion designed to enable all individuals, with respect to whom any
such waiver is granted, to attain the qualifications necessary in
order to meet such standards.

[e) (1) There are hereby authorized to be appropriated for fiscal
year 1968 and the four succeeding fiscal years such sums as may be
necessary to enable the Secretary to make grants to States for the pur-
pose of assisting them in instituting and conducting programs of train-
ing and instruction of the type referred to in subsection (d) (2).

[(2) No grant with respect to any such program shall exceed 75 per
centum of the reasonable and necessary cost, as determined by the
Secretary, of instituting and conducting such program.

[(f) For the purpose of advising the Secretary and the States in
carrying out the provisions of this section, there is hereby created a
National Advisory Council on Nursing Home Administration which
shall consist of nine persons, not otherwise in the employ of the
United States, appointed by the Secretary without regard to the pro-
visions of title 5, United States Code, governing appointments in the
competitive service. The Secretary shall from time to time appoint
one of the members to serve as Chairman. The members shall include,
but not be limited to, representatives of State health officers, State
welfare directors, nursing home administrators, and university pro-
grams in public health or medical care administration.

[(2) In addition to the function stated in paragraph (1) of this suh-
section, it shall be the function and duty of the Council (A) to study
and identify the core of knowledge that should constitute minimally
the training in the field of institutional administration which should
qualify an individual to serve as a nursing home administrator; (B)
to study and identify the experience in the field of institutional ad-
ministration that a nursing home administrator should be. required to
possess; (C) to study and develop model techniques for determining
whether an individual possesses such qualifications; (D) to study and
develop model criteria for granting waivers under the provisions of
subsection (d) ; (E) to study and develop suggested programs of train-
ing referred to in subsection (d) ; (F) to study, develop, and recom-
mend programs of training and instruction for those desiring to pur-
sue a career in nursing home administration; (G) to complete the
functions in (A) through (E) above by July 1, 1969, and submit a
written report to the Secretary which report shall be submitted to the
States to assist them in carrying out the provisions of this section.

[(3) Members of the Council, while attending meetings or confer-
ences thereof or otherwise serving on business of the Council shall be
entitled to receive compensation at rates fixed by the Secretary, but
not exceeding $100 per day, including travel time, and while so serving
away from their homes or regular places of business they may be
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allowed travel expenses, including per diem in lieu of subsistence, as
authorized by section 5703 of title 5, United States Code, for persons
in the Government service employed intermittently.

[(4) The Secretary may at the request of the Council engage such
technical assistance as may be required to carry out its functions; and
the Secretary shall, in addition, make available to the Council such
secretarial, clerical, and other assistance and such pertinent data ob-
tained and prepared by the Department of Health, Education, and
Welfare as the Council may require to carry out its functions.

(5) The council shall be appointed by the Secretary prior to July 1,
1968, and shall cease to exist as of December 31, 1971.]

[(g) ] (e) As used in this section, the term-
(1) "nursing home" means any institution or facility defined as

such for licensing purposes under State law, or, if State law does
not employ the term nursing home, the equivalent term or terms
as determined by the Secretary, but does not include a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts; and

(2) "nursing home administrator" means any individual who
is charged with the general administration of a nursing home
whether or not such individual has an ownership interest in such
home and whether or not his functions and duties are shared with
one or more other individuals.

INTERNAL REVENUE CODE

SUBTITLE A-IN COME T.xES

CHAPTER 1-NORM 1AL TAXES AN1) SURTAXES

Subpart A-Credits Allowable

Sec. 31. Tax withheld on wages.
Sec. 32. Tax withheld at source on nonresident aliens and foreign

corporations and on tax-free covenant bonds.

* * *t * * * *

Sec. 42. Tax credit for low income workers witl families.

See. [42] 43. Overpayment of tax.

• t*
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SEC. 42. TAX CREDIT FOR LOW-INCOME WORKERS WITH
FAMILIES.

(a) IN GENBERAL.-
(I)ALLowANcE OF CREDIT.-There shall be allowed to a tax-

payer who is an eligible individual as a credit against the tax
imposed by this chapter for the taxable year an amount equal to
the applicable percentage (as determined under paragraph (2))
of the social security taxes imposed on him and his employer
with respect to wages received by the taxpayer during that year.
In the case of a taxpayer who is married (as deternnined under
section 143) and who files a joint return of tax with his spouse
under section 6013 for the taxable year, the amount of the rred;t
allowable by this subsection shall be an amount equal to the
applicable percentage (as determined under paragraph (2)) of
the social security taxes imposed on him and his spouse, and
their employers, with respect to wages received by the taxpayer
and his spouse during that year.

(2) The APPLICABLE PERCENTAOE.-The percentage under para-
graph

(1) applicable to the social security taxes is-
(A) 86 per cent for ulealh, 7 years 1974 through 1977,
(13) 83 pe rent for calendar years 1978 through 1980,
(0) 80 percent for ralendar years 1981 through 1985,

(D) 78 percent for calendar years 1986 through 2010, and
(F) 68 percent for calendar years beginning after De-

cember 31, 2010.
(b) LIMITATIONS.-

(1) MAXIMUM CREDIT.-The amount oJ the credit allowable to
a taxpayer (or to a taxpayer and his spouse in the case of a joint
return of tax under section 6013) for any taxable year under
subsection (a) shall not exceed an amount equal to 10 percent
of so much of the wages (as defined in section 3121(a) ) as does
not exceed $4,000 received by that individual (or by that indi-
vidual and his spouse in the case of a joint return of tax) during
that year with respect to employment (as defined in section
3121(b) without -regard to the exclusion set forth in paragraph
(9) of that section).

(2) REDUCTION FOR ADDITIONAL iNco M.-The amount of the
credit allowable under subsection (a) for any taxable year (after
the application of paragraph (1) ) shall be reduced by one-fourth
of the amount by which a taxpayer's income, or, if he is married
(as determined under section 143), the total of his income and his
spouse's income, for the taxable year exceeds $4,000. For purposes
of this paragraph, the term 'income' means adjusted gross income
(as defined in section 62 but without regar to paragraph (3)
(relating to long-term capital gains) ) plus-

(A) any amount described in section 71(b) (relating to
payments to support minor children), 71(c) (relating to
alimony and separate maintenance payments paid as a prin-



cipal sum paid in installments), or 74(b) (relating to certain
przes and awards),

(B) any awoutnt e.vladrd from income under section 101
(relating to certain death benefits), 102 (relating to g;ft., and
i;nteri tances), 103 (relating to interest on certain governmen-
tal obligations), 105(d) (relating to amounts received under
wage continuation accident and health plans), 107 (relating
to mental value of parsonages, 112 (relating to certain com-
bat pay of members of the Arsned Forces), 113 (relating to
mtctering-out payments for members of the Arned Forces),
116 (relating to partial exclusion of dividends received by
individuals), 117 (relating to scholarships and fellowship
grants), 119 (relating to meals or lodging furnished for the
convenience of the employer), 121 (relating to gain from
sale or exchange of residence by individual who has attained
age 65), 911 (relating to earned income from sources without
the United States), or 931 (relating to income from sources
nvithin possessions of the United States),

(C) any amount received as a payment from a pudir
agency based upon need, age, blindness, or disability, or as a
payment from a public agency for the general support of the
taxpayer and his family (as determined by the Secretary or
his delegate), other than any payment for the purchase of
prosthetic devices or medical services, and

(D) any amount received as an annuity, pension. ret;r-
ment, or disability benefit (including veterans' compensation
and pensions, workmen's compensation payments, monthly in-
surance payments under title I of the Social Security Act,
railroad retirement annuities and pensions, and benefits under
any Federal or State unemployment compensation law).

(3) ArPLICATION WITH SECTION e42-The amount allowable
to a taxpayer, or to a taxpayer and his spouse, as a credit under
subsection (a) for any taxable year (after the application of para-
graphs (1) and (2) shall be reduced by the sum of any amounts
received under section 6428 during that year.

(c) DEFIrNiTe os.-For purposes of this section-
(1) ELIGIBLE INDIVIDUAL.-The term "eligile indiilNal'* means

an individual who maintains a household (within the meaning of
section 214(b) (3)) in the United States which is the principal
place of abode of the individual and a child of that individual with
respect to whom he is entitled to a deduction under section 151(e)
(1) (B) (relating to additional exemption for dependents).

(2) SoCIAL SECURITY TAXEs.-The terms "social security taxes"
means the aggregate amount of taxes imposed by sections 3101
(relating to rate of tax on employees under the Federal Insurance
Contributions Act) and 3111 (relating to rate of tax on em-
ployers under such Act) with respect to the wages (as defined in
section 3121 (a) ) received by an individual and his spouse with
respect to employment (as defined in section 31 1 (b) ), or which
Would be imposed with respect to such wages by such sections if
the definition of the term 'employment' (as defined in section



233

31z'1 (b) ) did not contain the exclusion set forth in paragraph
(9) of swuh section.

SEC. [42] 43. OVERPAYMENT OF TAX

PART VI. ITEMIZED DEDUCTIONS FOR INDIVIDUALS AND CORPORATIONS
$LC. 161 *

SEC. 164. TAXES.

(a) GENERAL RuLE.-Except as otherwise provided in this section,
the following taxes shall be allowed as a deduction for the taxable year
within which paid or accrued:

(1) State and local, and foreign, real property taxes.
(2) State and local personal property taxes.
(3) State and local, and foreign, income, war profits, and excess

profits taxes.
(4) State and local general sales taxes.
[(5) State and local taxes on the sale of gasoline, diesel fuel,

and other motor fuels.]
I addition, there shall be allowed as a deduction State and local, and
foreign, taxes not described in the preceding sentence which are paid
or accrued within the taxable year io carrying on a trade or business
or an activity described in section 212 (relating to expenses for produc-
tion of income).

(b) DEFiNITIOrS AND SPECIAL RULES.-For purposes of this sec-
tion-

(1) PERSONAL PROPERTY TAXEs.-The term "'personal property tax"
means an ad valorem tax which is imposed on an annual basis in re-
spect of personal property.

(2) GENERAL SALES TAXES.-
(A) IN GENERAL.-The term "general sales tax" means a tax im-

posed at one rate in respect of the sale at retail of a broad range of
classes of items.

(B) SPECIAL RULES FOR FOOD, ETC.-In the case of items of food,
clothing, medical supplies, and motor vehicles-

(i) the fact that the tax does not apply in respect of some
or all of such items shall not be taken into account in deter-
mining whether the tax applies in respect of a broad range of
classes of items, and

(ii) the fact that the rate of tax applicable in respect of
some or all of such items is lower than the general rate of tax
shall not be taken into account in determining whether the
tax is imposed at one rate.

(C) ITEMS TAXED AT DIFFERENT RATES. Except in the case of a
lower rate of tax applicable in respect of an item described in
subparagraph (B), no deduction shall be allowed under this sec-
tion for any general sales tax imposed in respect of an item at a
rate other than the general rate of tax.

(D) COMPENSATING USE TAxE.-A compensating use tax in
respect of an item shall be treated as a general sales tax. For pur-
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poses of the preceding sentence, the term "compensating use tax"
jeans, in respect of any item, a tax which-

(i) is imposed on the use, storage, or consumption of such
item, and

(ii) is complementary to a general sales tax, but only if a
deduction is allowable under subsection (a) (4) in respect
of items sold at retail in the taxing jurisdiction which are
similar to such item.

(E) SPECIAL RULE FOR MOTOR VEHIICLES.-In the case of motor
vehicles, if the rate of tax exceeds the general rate, such excess
shall be disregarded and the general rate shall be treated as the
rate of tax.

(3) STATE OR LOCAL TAXES.-A State or local tax includes only a
tax imposed by a State, a possession of the United States, or a political
subdivision of any of the foregoing, or by the District of Columbia.

(4) FOREIGN TAXEs.-A foreign tax includes only a tax imposed by
the authority of a foreign country.

(5) SEPARATELY STATED GENERAL SALES TAXES AND GASOLINE TAXES.-
If the amount of any general sales tax [or of any tax on the sale of
gasoline, diesel fuel, or other motor fuel] is separately stated, then,
to the extent that the amount so stated is paid by the consumer (other-
wise than in connection with the consumer's trade or business) to his
seller, such amount shall be treated as a tax imposed on, and paid by,
such consumer.

CHAPTER 2-TAX ON SELF-EMPLOYMENT INCOME

SEC. 1401. RATE OF TAX.

(a) * *

(b) IOSrITAL IxsRnAxcr.--In addition to the tax imposed by the
preceding subsection, there shall be imposed for each taxable year,
on the self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning after December 31,
1967, and before January 1, 1973, the tax shall be equal to 0.6o
percent of the amount of the self-employment income for such
taxable year;

[(2) in the case of any taxable year beginning after Decem-
ber 31, 1972, and before January 1, 1978, the tax shall be equal to
1.0 percent of the amount of the self-employment income for such
taxable year;

[(3) in the case of any taxable year beginning after Decemn-
ber 31, 1977, and before January 1, 1981, the tax shall be equal to
1.25 percent of the amount of the self -employment income for such
taxable year;

[(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1. 1986, the tax shall be equal to
1.35 percent of the amount of the self -employment income for such
taxtble year;



[(5) in the case of any taxable year beginning after
December 31. 1985, the tax slhall be equal to 1.45 percent of the
amount of the self-employment income for such taxable year.]

(2) in the case of any taxable year beqinninq after Deember 31,
1972, and before January 1.1974, the tax .hall be equal to 1.0 per-
rent of the amount of the self-employment income for such taxable
year:

(3) in the case of any taxable year beq;buinq after December 31,
1973, and before January 1, 1978, the tax shall be equal to 0.90 per-
cent of the amount of the self-employment income for snch taxable
year:

(4) in the case of any taxable year beginning after December 31,
1977, and before January 1, 1981, the tax shall be equal to 1.10
percent of the amount of the self-employment income for such tax-
able year:

(5) in the case of any taxable year beginning after December 31,
1980, 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 December 31,
1,985, the tax shall be equal to 1.50 percent of the self-employment
income for such taxable year.

(c) During any period in which there is in effect an agreement
entered into pursuant to section 232 of the Social Security Act u,;th
any foreign country, the self-employment income of an individual
shall be exempt from the taxes imposed by this section to the extent
that such self-employment income is subject under such aqreemnt
to taxes or contributions for similar purposes under the social security
system of such foreign country.

SEC. 1402. DEFINITIONS.
(a) NET EARNINGs FROs SELF-E-mirOt-ou'T.-The term "net earn-

ings from self-employment" means the gross income derived by an
individual from any trade or business carried on by such individual,
less the deductions allowed by this subtitle which are attributable to
such trade or business, plus his distributive share (whether or not
distributed) of income or loss described in section 7

02(a) (9) from
any trade or business carried on by a partnership of which he is a
member; except that in computing such gross income and deductions
and such distributive share of partnership ordinary income or loss-

(1) there shall be excluded rentals from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares) together with the deductions attribut-
able thereto, unless such rentals are received in the course of a
trade or business as a real estate dealer; except that the preceding
provisions of this paragraph shall not apply to any income derived
by the owner or tenant of land if (A) such income is derived
under an arrangement, between the owner or tenant and another
individual, which provides that such other individual shall pro-
duce agricultural or horticultural commodities (including live-
stock, bees, poultry, and fur-bearing animals and wildlife) on
such land, and that there shall be material participation by the
owner or tenant in the production or the management of the pro-

22-369-73-16
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duction of such agricultural or horticultural commodities, and
(B) there is material participation by the owner or tenant with
respect to any such agricultural or horticultural commodity;

(11) in the case of an individual who has been a resident of
the United States during the entire taxable year, the exclusion
from gross income provided by section 911 (a) (2) shall not apply.

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self -employment shall be based on the
ordinary income or loss of the partnership for any taxable year of
the partnership ending within or with his taxable year. In the case
of any trade or business which is carried on by an individual or by a
partnership and in which, if such trade or business were carried'on
exclusively by employees, the major portion of the ser-ices would con-
stitute agricultural labor as defined in section 3121(a)-

(i) in the case of an individual, if the gross income derived bv
him from such trade or business is not more than 52,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option. be deemed to be 662/3 percent of
such gross income; or

(ii) in the case of an individual, if the gross income derived by
him from such trade or business is more than 52.400 and the net
earnings from self-employment derived by him from such trade
or business (computed under this subsection without regard to
this sentence) are less than 51,600, the net earnings from self-
employment derived by him from such trade or business may, at
his option, be deemed to be $1,600; and

(iii) in the case of a member of a partnership. if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707 (c) applies) is not
more than 42,400, hiis distributive share of income described in
section 702(a) (9) derived from such trade or business may, at his
option, be deemed to be an amount equal to 66

2
-/ percent of his

distributive share of such gross income (after such gross income
has been so reduced) : or

(iv) in the case of a member of a partnership, if his distribu-
tive share of the gr-oss income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) applies) is
more than $2,400 and his distributive share (whether or not dis-
tributed) of income described in section 702 (a) (9) derived from
such trade or business (computed under this subsection without
regard to this sentence) is less than $1,600, his distributive share
of income described in section 702(a) (9) derived from such trade
or business may, at his option, be deemed to be $1,600.

For purposes of the preceding sentence, gross income means-
(v) in the case of any such trade or business in which the

income is computed under a cash receipts and disbursements
methods, the gross receipts from such trade or business reduced
by the cost or other basis of property which was purchased and



sold in carrying on such trade or business, adjusted (after such
reduction, in accordance with the provisions of paragraphs (1)
through (7) and paragraph (9) of this subsection; and

(vi) in the case of any such trade or business in which the
income is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (7) and paragraph (9) of
this subsection;

and, for purposes of such sentence, if an individual (including a mem-
ber of a partnership) derives gross income from more than one such
trade or business, such gross income (including his distributive share
of the gross income of any partnership derived from any such trade
or business) shall be deemed to have been derived from one trade or
business.

The preceding sentence and clanses (i) through (iv) of the second
preceding sentence shall also apply in the case of any trade or busi-
ness (other than a trade or business specified in such second preceding
sentence) which is carried on by an individual who is self-employed
on a regular basis as defined in subsection (i), or by a partnership of
which an individual is a member on a regular basis as defined in sub-
section (i), but only if such individual's net earnings from self-
employment as determined without regard to this sentence in the tax-
able year are less than $1.600 and less than 662/. percent of the sum
(in such taxable year) of such individual's gross income derived from
all trades or businesses carried on by him and his distributive share
of the income or loss from all trades or businesses carried on by all
the partnerships of which he is a member; except that this sentence
shall not apply to more than 5 taxable years in the case of any indi-
vidual, and in no case in which an individual elects to determine the
amount of his net earnings from self-employment for a taxable year
under the provisions of the two preceding sentences with respect to a
trade or business to which the second preceding sentence applies and
with respect to a trade or business to which this sentence applies shall
such net earnings for such year exceed $1,600.

An agreement between an owner or tenant of land and another per-
son under which such other person is to manage and supervise the
production of agricultural or horticultural comnmodities on such land
shall not be considered to be an arrangement (described in paragraph
(1) (A) of the first sentence of this subsection) which provides for
material participation by the owner or tenant in production or man-
agement, if under such arrangement it is the responsibility and duty
of such other person, as the agent of such owner or tenant, to manage
and supervise such production (including the selection of the tenants
or other personnel whose services will be utilized in such production)
without personal participation therein by such owner or tenant,
and if, in fact, there is no personal participation by such owner or
tenant in such production or management.

(b) SELF-EMPLOYMENT INCOME.-The term "self-employment in-
come" means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any
taxable year; except that such term shall not include-



23S

(1) that part of the net earnings from self-employment which
is in excess of-

(A) ***

(1-1) for any taxable year beginning after 1973 and before

1975, (i) [$12600] $13,200, minus (ii) the amount of the

wages paid to such individual during the taxable year; and

(c) During any period in which there is in effect an agreement

entered into pursuant to section 232 of the Soc;al Security Act with

any foreign country, wages received by or paid to an individual shall
be exempt from the taxes imposed bY this section to the extent that

such teaqes are subject under such agreement to taxes or contributions
for simiar purposes under the social security system, of s3ch foreign
country.

SUBTITLE C-EMPLOYMENT TAXES

• * * * * * *

CAurER 21-Fr.DERxL krASCFuir Com-rT rONS ACT

* * * * * * *

SUBfCI5AP5TR A-TAX ON I Mi'LOYEES

• * * * * * *

SEC. 3101. RATE OF TAX.

(a) OLD-AGE, SCrvrVORS, AND Dis.xBILITY INSRAxCE.-In addi-
tion to other taxes, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as
defined in section 3121(a)) received by him with respect to employ-

ment (as defined in section 3121(b) )--

(1) with respect to wages received during the calendar year
1968, the rate shall be 3.8 percent;

(2) with respect to wages received during the calendar years
1969 and 1970, the rate shall be 4.2 percent;

(3) with respect to wages received during the calendar 'ears
1971 and 197,, the rate shall be 4.6 percent;

[(4) with respect to wages received during the calendar years
1973, 1974, 1975, 1976, and 1977, the rate shall be 4.85 percent:

[(5) with respect to wages received during the calendar years
1978 throu-h 2010, the rate shall be 4.80 percent; and

E[6) wiet'i respect to wages received after December 31, 2010.
the rate shall be 5.85 percent.]

(4) with respect to wages received during the calendar year 1973,
the rate shall be 4.85 percent;

(5) with respect to wages received during the calendar years 1974
through 2010, the rate shall be 4.95 percent; and

(6) with respect to wages received after December 31, £010, the
rate shall be 5.95 percent.
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(b) HOSPITAL INSURANCE.-In addition to the tax imposed by the
preceding subsection, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as
defined in section 3121 (a)) received by him with respect to employment
(as defined in section 3121 (b))--

(1) with respect to wages paid during the calendar years 1968,
1969, 1970, 1971, and 1972, the rate shall be 0.60 percent;

[(2) with respect to wages received during the calendar years
1973, 1974. 1975, 1976, and 1977, the rate stall be 1.0 percent;

[(3) with respect to wages received during the calendar years
1978,1979. and 1980, the rate shall be 1.25 percent;

[(4) with respect to wages paid during the calendar years
1981, 1982, 1983, 1984. and 1985, the rate shall be 1.35 percent;
and

[(5) with respect to wages paid after December 31, 1985, the
rate shall be 1.45 percent.]

(2) with respect to wages received during the calendar year 1973,
the rate shall be 1.0 percent,

(3) with respect to wraqes received during the calendar years
1.974 through 1977, the rate shall be 0.90 percent;

(4) with respect to wages received during the calendar years
1978 through 1980, the rate shall be 1.10 percent;

(5) with respect to wages received during the calrndar years
1981 through 1.985, the rate shall be 1.35 percent; and

(6) with respect to wages received after December 31, 1985, the
rate shall be 1.50 percent.

(c) During any period in which there is in effect an agreement
entered into pursuant to section 232 of the Soeal Secur/tY Act with
any foreign country, 'wages retired or paid to an individual shall
be'exempt from the taxes imposed by this section to the extent th,lt
such wages are subject under such agreement to taxes or contributions
for similar purposes under the social security system of such foreign
country.

SUBCHAPTEr. B-TAX ON EmPLOYERS

SEC. 3111. RATE OF TAX.
(a) OLD-AOE, SUvIvoRs, AND DTSABILrrY INSRANCE.-In addi-

tion to other taxes, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121 (a))
paid by him with respect to employment (as defined in section
3121(b) )-

(1) with respect to wages paid during the calendar year-196R.
the rate shall be 3.8 percent;

(2) with respect to wages paid during the calendar years 1960
and 1970. the rate shall be 4.2 percent :

(3) with respect to wages paid during the calendar years 1971
and 1972. the rate shall be 4.6 percent;
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[(4) with respect to wages paid during the calendar years 1973,
1974, 1975, 1976, and 1977, the rate shall be 4.85 percent;

[(5) with respect to wages paid during the calendar years 1978
through 2010, the rate shall be 4.80 percent: and

[(6) with respect to wages paid after December 31, 2010, the
rate shall be 5.85 percent.]

(4) with respect to wages paid during the calendar year 1973,
the rate shall be 4.85 percent;

(5) with respect to wages paid during the calendar years 197.
through 2010, the rate shall be 4.95 percent; and

(iS) with respect to wages paid after December31, 2010, the rate
shall be 5.95 percent.

(b) HOSPITAL IeSUIANCE.-In addition to the tax imposed by the
preceding subsection, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal
to the following percentages of the waaes (as defined in section 3121
(a)) paid by him with respect to employment (as defined in section
3121 (b))--

(1) with respect to wages paid during the calendar years 1968.
1969, 1970, 1971, and 1972. the rate shall be 0.60 percent;

[(2) with respect to wages paid during the calendar years
1972, 1974. 1975, 1976, and 1977. the rate shall be 1.0 percent:

[(3) with respect to wages received during the calendar years
197, 1979, and 1980, the rate shall be 1.25 percent;

[(4) with respect, to wages received during the calendar years
1981, 1982, 1983, 1984, and 1985, the rate shal]] be 1.35 percent;
aind

[(5) with respect to wages received after December 31, 1985,
the rate shall be 1.45 percent.]

(0) with respect to wages paid during the calendar year 1973,
the rate shall be 1.0 percent;

(3) with respect to wages paid during the calendar years 1974
through 1977, the rate shall be 0.90 percent.

(4) with respect to waaes paid during the calendar years 1978
through 1980, the rate shall be 1.10 percent

(5) with respect to wages paid during the calendar years 1981
through 1985, the rate shall be 1.35 percent: and

(6) with respect to wages paid after December 31, 1985, the rate
shall be 1.50 percent.

() During any period in irhih there is in effect an agreement en-
ter d into pursuant to section 932 of the .Soial Security Act with any
foreign country, wages received by or paid to an individual shall be
exempt from the taxes imposed by this section to the extent that such
wages are subject under such agreement to taxes or contributions for
similar purposes under the social security system of such foreign
country.

SUBCHAPTER C--GEEPtAL PaovgIONs



SEC. 3121. DEFINITIONS.
(a) W Aes.-For purposes of this chapter, the term "wages" means

all remuneration for employment, including the cash value of all
remuneration paid in any medium other than cash; except that such
term shall not include-

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) equal to [$1,00"] I3,200 with respect to
employment has been paid to an individual by an employer
during any calendar year, is paid to such individual by such
employer during such calendar Year. If an employer (hereinafter
referred to as successor employer) during any calendar year
acquires substantially all the property used in a trade or business
of another employer (hereinafter referred to as a predecessor), or
used in a separate unit of a trade or business of a predecessor and
immediately after the acquisition employs in his trade or business
an individual who immediately prior to the acquisition was em-
ployed in the trade or business of such predecessor, then, for
the purpose of determining whether the successor employer has
paid remuneration (other than remuneration referred to in the
succeeding paragraphs of this subsection) with respect to employ-
ment equal to [$10,800] 13,200 to such individual during such
calendar year any remuneration (other than remuneration
referred to in the succeeding paragraphs of this subsection) with
respect to employment paid (or considered under this paragraph
as having been paid) to such individual by such predecessor
during such calendar year and prior to such acquisition shall be
considered as having been paid by such successor employer;

SEC. 3122. FEDERAL SERVICE.
In the case of the taxes imposed by this chapter with respect to

service performed in the employ of the United States or in the employ
of any instrumentality which is wholly owned by the United Statec.
including service, performed as a member of a uniformed service, to
which the provisions of section 3121 (in) (1) are applicable, and includ-
ing s rice, performed as a volunteer or volunteer leader within the
meaning of the Peace Corps Act, to which the provisions of section
3121(p) are applicable, the determination whether an individual has
performed service which constitutes employment as defined in section
3121(b), the determination of the amount of remuneration for such
service which constitutes wages as defined in section 3121 (a), and the
return and payment of the taxes imposed by this chapter, shall be
made by the head of the Federal agency or instrumentality having the
control of such service. or by such agents as such head may designate.
The person making such return may, for convenience of administra-
tion, make payments of the tax imposed under section 3111 with re-
spect to such service without regard to the [$10.800] $1.200 limita-
tion in section 3121 (a) (1), and he shall not, be required to obtain a
refund of the tax paid under section 3111 on that part of the remunera-
tion not included in wages by reason of section 3121 (a) (1). Payments
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of the tax imposed under section 3111 with respect to service, per-
formed bv an individual as a member of a uniformed service, to which
the provisions of section 3121(m) (1) are applicable, shall be made
from appropriations available for the pay of members of such uni-
formed service. The provisions of this section shall be applicable in the
case of service performed by a civilian employee, not compensated
from funds appropriated by the Congress, in the Army and Air Force
Exchange Service, Army and Air Force Motion Picture Service, Navx
Exchanges, Marine Corps Exchanges, or other activities, conducted
bv an instrunentality of the United States subject to the jurisdiction
of the Secretary of 'Defense, at installations of the Department of
Defense for the comfort, pleasure, contentment, and mental and
physical improvement of personnel of such Department; and for
purposes of this section the Secretary of Defense shall be deemed to
be the head of such instrumentality. The provisions of this section
shall be applicable also in the case of service performed by a civilian
employee, not compensated from funds appropriated by the Congress,
in the Coast Guard Exchanges or other activities, conducted by an
instrumentality of the United States subject to the jurisdiction of
the Secretary, at installations of the Coast Guard for the comfort.
pleasure, contentment, and mental and physical improvement of
personnel of the Coast Guard; and for purposes of this section the
Secretary shall be deemed to be the head of such instrumentality.

SEC. 3125. RETURNS IN THE CASE OF GOVERNMENTAL
EMPLOYEES IN GUAM, AMERICAN SAMOA, AND THE
DISTRICT OF COLUMBIA.

(a) GUAM.-The return and payment of the taxes imposed by this
chapter on the income of individuals who are officers or employees of
the Government of Guam or any political subdivision thereof or of
any instrumentality of any one or more of the foregoing which is
wholly owned thereby, and those imposed on such Government or
political subdivision or instrumentality with respect to having such
individuals in its employ, may be made by the Governor of Guam
or by such agents as he may designate. The person making such return
may, for convenience of administration, make payments of the tax
imTposed under section 3111 with respect to the service of such indi-
viduals without regard to the ["10,800] $13,200 limitation in section
3 1'21 (a) (1).

(b) AAMR RAN S.xam.%.-The return and payment of the taxes
imposed by this chapter on the income of individuals who are officers
or employees of the Government of American Samoa or any political
subdivision thereof or of any instrumentality of anv one or more of
the foregoing which is wholly owned thereby, and those imposed on
such Government or political subdivision or instrumentality with re-
spect to having such individuals in its employ, may be made by the
Governor of American Samoa or by such agents as he may designate.
The person making such return may, for convenience of administra-tion, make payments of the tax imposed under section 3111 with re.
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spect to the service of such individuals without regard to the [$10,800]
$13,200 limitation in section 3121 (a) (1).

(c) DISTRICT OF COLUBIA.-In the base of the taxes imposed by
this chapter with respect to service performed in the employ of the
District of Columbia or in the employ of any instrumentality which is
wholly owned thereby, the return and payment of the taxes may be
made by the Commissioners of the District of Columbia or by such
agents as they may designate. The person making such return may,
for convenience of administration, make payments of the tax imposed
by section 3111 with respect to such service without regard to the
['$10,800] 813,200 limitation in section 3121(a) (1).

CHAIR 61-INFORNIATION AND RETURNS

SUBCHAPTER A-RETURNS AND RECORDS

PART II-TAX RETURNS OR STATEMENTS

SUBPART A-GENERAL REQUIREMENT

See. 6011. General requirement of return, statement or List.

SEC. 6011. GENERAL REQUIREMENT OF RETURN. STATE-
MENT, OR LIST.

(a) GENERAL RULE.-When required by regulations prescribed by
the Secretary or his delegate any person made liable for any tax
imposed by this title, or for the collection thereof, shall make a return
or statement according to the forms and regulations prescribed by the
Secretary or his delegate. Every person required to make a return or
statement shall include therein the information required by such forms
or regulations.

(d) INTEREST EQUALIZATION TAx RETURNS, ETC.

(4) RETURNS OF TAXPAYERS RECEIVING ADVANCE REFUND OF SECTION

24 REDIT.-Every taxpayer who elects to receive an advance refund
of the credit allowed by section 42 (relating to tax credit for low-
income workers with families) during the taxable year shall file a
return for that year, together with such additional information as the
Secretary or his delegate may require.

* * * * * * *

CHAPTER 63-AssExT
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SUC1 \PTER A-IN GENERAL

SEC. 6201. ASSESSMENT AUTHORITY.

(a) AU TiORITY OF SECRETARY OR DELEGATE-The Secretary or his
delegate is authorized and required to make the inquiries, determina-
tion, and asecm-snents of all taxes (including interest, additional
amounts, additions to the tax, and assessable penalties) imposed by
this title, or aruing under any former internal revenue law, which
have not been dul paid by stamp at the time and in the manner pro-
vided by law. Such authority shall extend to and include the
following:

(4) ErroNous CISEuIT i's]: r s(ION :t OR 42.-If Oil any return
or claim for refund of income taxes under subtitle A there is an over-
statement of the credit allowable by eetion 39 (relating to certain uses
of gasoline, special fuels, and lubri,'atina oil) or section. .;2 (elat,, r,
to tax credit jor low income rkers with flmil;es), the amount so
overstated which is allowed aijainst the tax shown on the return or
which is allowed as a credit or refund may be assessed by the Secretary
or his delegate in the same manner as in the case of a mathematical
error appearing upon the return.

1SUBTITLE F-PROCEDUPRE AND ADMINISTRATION

CoATIER (;-COLLECTI ION

atCII'I'APTER A-.lIXI"RI. I RO\StiiN
See'
630 l ni i authority.
(;3it. Mode or time of collection.
C to Notie and demand for tax.
3 04. Collection under the Tariff At.

63o05. Collection of certain liability.

* * * * * * *

SEC. 6305. COLLECTION OF CERTAIN LIABILITY.

(a) IN GCENTRAL.-Upon receirini a ertification fres the Sec-
rot"'y of Health. Edleations owd l'elfre, under Seetion 4 2(b) of the
So(al ,e,.s rit?/ I "t wilh re.vpect t,, anyt ,d;i al. the ,.'ef'ietary or hi,
dleat shall cbs', s and collect the amount certified by the Secretary
of Health, Education. an Welfare, it the ame manner, t'ith the
'tte porrs., atd (excet as pro rided int thi seetilon) -tbjert to the
same 1;nitation. as if such a01110011t tere a tax, ituo.ed bi stlttitle C

the eollertion of whic h 'oidl he jeopardized by delay. exrept that-



(1) no interest or penalties shall be assessed or collected,
(2) for such purposes paragraphs (4), (6), and (8) of section

6
3 34(a) (relating to property exempt from levy) shall tot apply,

and
(3) there shall be exempt from levy so much of the salary,

,wages, or other income of at ind;relttal as is being trithheld there-
from in garnishment pursuant to a judgment entered by a court of
competent Jurisdiction for the support of his 9ninor children.

(b) REVIEW op AssEssMENTrs AND COLLECTIo Vs.-No eourt of the
United States, whether established under article I or article III of the
Constitution, shall have jurisdlctios of any action, whether legal or
equitable, brought to restrain or review the assessment and eolleetion
of amounts by 'the Secretary or his delegate under subsection (a), nor
shall any such assessment and collection be subject to review by the
Secretary or his delegate in any proceeding. This subsection does not
preclude any legal, equitable, or admintistratite action by an individual
in any State court or before any State agency to determine his liability
for any amount assessed against him and collected, or to recover any
such amount collected front him, under this section.

CHAPTER 65-ABATEMENTS, CREDITS, AND REFUNDS

SUBCIIAPTER A-PROCEDURE IN GENERAL

* * * * *

SEC. 6401. AMOUNTS TREATED AS OVERPAYMENTS.

(a) ASSESSMENT AND COLLECTION AF rER LniITATION PERIoD.-The
term "overpayment" includes that part of the amount of the payment
of any internal revenue tax which is assessed or collected after the
expiration of the period of limitation properly applicable thereto.

(b) ExcEss CREDITS.-If the amount allowable as credits under sec-
tions 31 (relating to tax withheld on wages), 39 (relating to certain
uses of gasoline, special fuels, and lubricating oil), 42 (relating to tax
credit for low income tcorkeers teith families), and 667(b) ('elating
to taxes paid by certain trusts) exceeds the tax imposed by subtitle
A (reduced by the credits allowable under subpart A of part IV of
subchapter A of chapter 1, other than the credits allowable under sec-
tions 31, [and 39] 39, and 42), the amount of such excess shall be
considered an overpayment.

SUaCHArrER Il-RULES OP SPECIAL APPLICATION

Sec. 6411. Tentative carryback adjustments.
See. 6412. Floor stocks refunds.
Sec. 6413. Special rules applicable to certain employment

taxes.
Sec. 6414. Income tax withheld.
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Sec. 6415. Credits or refunds to persons who collected
certain taxes.

Sec. 6416. Certain taxes on sales and services.
See. 6417. Coconut and palm oil.
>e'. 6418. Sugar.
Sec. 6419. Excise tax on wagering.
z ec. 6420. Gasoline used in farms.
Sec. 6421. Gasoline used for certain nonhighway purposes or

by local transit systems.
Sec. 6422. Cross references.
Sec. 6423. Conditions to allowance in the case of alcohol and

tobacco taxes.
Sec. 6424. Lubricating oil not used in highway motor ve-

hicles.
Sec. 6425. Adjustment of overpayment of estimated income

tax by corporation.
Sec. 6426. Refund of aircraft use tax where plane transports

for hire in foreign air commerce.
Sec. 6427. Fuels not used for taxable purposes.
Sec. 6428. Advance refund of section 42 credit.

SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN
EMPLOYMENT TAXES.

(a) ***

(c) SPECIAL REFTNDs.-
(1) IN OENERAL.-If by reason of an employee receiving wages

from more than one employer during a calendar year after the
calendar year 1950 and prior to the calendar Year 1955, the
wages received by him during such Year exceed $3,600, the em-

ployee shall be entitled (subject to the provisions of section 31 (b))
to a credit or refund of any amount of tax, with respect to such
wages, imposed by section 1400 of the Internal Revenue Code
of 1939 and deducted from the employee's wages (whether or not
paid to the Secretary or his delegate), which exceeds the tax
with respect to the first $3,600 of such wages received; or if by
reason of an employee receiving wages from more than one em-
ployer (A) during any calendar Year after the calendar year
1954 and prior to the calendar Year 1959. the wages receive by
him during such year exceed 14,200. or (B) during any calen-
dar year after the calendar year 1958 and prior to the calendar
Year 1966, the wages received bv him during such year exceed
$4.800, or (C) during any calendar Year after the calendar year
1965 and prior to the calendar year 1968. the wages received by
him during such year exceed $6.600, or (D) during any calendar
Year after the calendar year 1967 and prior to the calendar year
1972 the wages received' by him during such year exceed $7,800.
or (E) during any calendar year after the calendar Year 1971 and



prior to the calendar year 1973, the wages received by him during
such year exceed $9,000 or (F) during aly calendar year after the
calendar year 1972 and prior to the calendar year 1974, the
wages received by him during such year exceed $10,800, or (i)
during any calendar year after the calendar year 1973 and prior
to the calendar year f975, the wages received by him during such
year exceed [$12,600,] $1 ,200, or (-1) during any calendar
year after 1974, the wages received by him during such year
exceed the contribution and benefit base (as determined under
section 230 of the Social Security Act) which is effective with
respect to such year; and the employee shall be entitled (subject
to the provisions of section 31(b) to a credit or refund of any
amount of tax, with respect to such wages, imposed by section

3101 and deducted from the employee's wages (whether or not
paid to the Secretary or his delegate), which exceeds the tax
with respect to the first $4,200 of such wages received in such
calendar year after 1954 and before 1959, or which exceeds the
tax with respect to the first $4,800 of such wages received in
such calendar year after 1958 and before 1966, or which exceeds
the tax with respect to the first $6,600 of such wages received in
such calendar year after 1965 and before 1968, or which exceeds
the tax with respect to the first $7,800 of such wages received in
such calendar year after 1967 and before 1972, or which exceeds
the tax with respect to the first $9,000 of such wages received in
such calendar year after 1971 and before 1973, or which exceeds
the tax with respect to the first $10,800 of such wages received
in such calendar year after 1972 and before 1974, or which exceeds
the tax with respect to the first [$12,600] $13200 of such wages
received in such calendar year after 1973 and before 1975, or
which exceeds the tax with respect to an amount of such wages
received in such calendar year after 1974 equal to the contribu-
tion and benefit base (as determined under section 230 of the
Social Security Act) which is effective with respect to such year.

(2) APPLICABILITY IN CASE OF FEDERAL AND STATE EMPLOYEES,

EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL

EMPLOYEES IN GUA SM. AMEIiICAN SAMSOA, AND TIE DISTRICT OF

COLUMBIA.-

(A) FEDERAL vrFLovYFs.--In the case of remuneration
received from the United States or a wholly owned instru-
mentality thereof during any calendar year, each head of a
Federal agency or instrumentality who makes a return pur-
suant to section 3122 and each agent, designated by the head
of a Federal agency or instrumentality, who makes a return
pursuant to such section shall, for purposes of this subsection,
be deemed a separate employer, and the term "wages" in-
cludes for purposes of this subsection the amount, not to
exceed $3,600 for the calendar year 1951, 1952, 1953, or 1954,
$4,200 for the calendar year 1955, 1956, 1957, or 1958, $4,800
for the calender year 19.59, 1960, 1961, 1962, 1963, 1964, or
1965, $6,600 for the calendar year 1966 or 1967, $7,800 for the
calendar year 1968, 1969, 19706, or 1971, or $9,000 for the calen-
dar year 1972, $10,800 for the calendar year 1973, [$12,600]



$13,200 for the calendar year 1974, or an amount equal to the
contribution and benefit base (as determined under section
230 of the Social Security Act) for any calender year after
1974 with respect to which such contribution and benefit bass

is effective, determined by each such head or agent as consti-
tuting wages paid to an employee.

* * * * * *

"SEC. 6428. ADVANCE REFUND OF SECTION 42 CREDIT.

(a) IN GENERAL.-A taxpayer may receive an advance refund of
the credit allowable to him under section 42 (relating to tax credit
for low-income workers with families) not mrre frequently than
quarterly by filing an election for such refund with the Secretary or
his delerlate at such time and 'in such form as the Secretaru or
is delegate may prescribe. If the taxpayer elects to base his elaim

for refund on social security taxes imposed on him, his spouse, and
their employers, the election shall be a joint election signed by the
taxpayer and his spouse. An election may not be made under this sub-
section with respect to the last quarter of the calendar year, and any
other election shall specify the quarter or quarters to which it relates
and shall be made not later than the fifteenth day of the eleventh
month of the taxable year to which it relates. The Secretary or his
delegate shall pay any advance refund for which a proper election is
made without regard to any liability, or potential liability, for tax
under chapter 1 which has accrued, or may be expected to accrue, to
the taxpayer for the taxable year to which the election relates.

(b)LIMITATIONS.-
"(1) AMouNT OF REF D.-The amount of any refund for which

a taxpayer files an election under subsection (a) Shafl he an
amount equal to the amount of the credit allowable under section
42 with respect to social security taxes payable with respect to that
taxpayer (or, in the case of a joint election, social security taxes
payable with respect to that taxpayer and his spouse) for the
quarter or quarters to which the election relates.

(2) INELIalBLE FOE CREDIT.-NO advance fund may be made un-
der this section for any quarter to a taxpayer who, on the basis of
the income the taxpayer and his spouse reasonably may expect to
receive during the taxable year, will not be entitled to claim any
amount as a credit under section 42 for that year.

(3) MINIMUM PAYMENT.-NO payment may be made under this
section in an amount less than $30.

"(C) CoLLEcToN OF ExcEss PAYMExrs.-In addition to any other
method of collection available to him, if the Secretary or his delegate
determines that any part of any amount paid to a taxpayer for any
quarter under this section eras in excess of the amount to which that
taxpayer was entitled for that quarter, the Secretary or his delegate
hall notify that taxpayer of the excess payment and may withhold,
from any amounts ei ich that taxpayer elects to receive under this sec-
tion in any subsequent quarter, amounts totaling not more, than the
amount of that excess.
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CHAPTER 68--ADDITIONS TO THE TAX, ADDITIONAL 
1

iNOUNTS, AND

ASSESSABLE PEN ALTILS

* * * * * * *

SUBCHAPTER A-ADDITIONS TO THE TAX AND ADDITIONAL AMOUNTS

* * * * * * *

SEC. 6654. FAILURE BY INDIVIDUAL TO PAY ESTIMATED
INCOME TAX.

(a) * *

(d) EXCEPTION.-Notwithstanding the provisions of the preceding
subsections, the addition to the tax with respect to any underpayment
of any installment shall not be imposed if the total amount of all
pay ments of estimated tax made o1 or before the last date prescribed
for the payment of such installment equals or exceeds the amount
which would have been required to be paid on or before such date if
the estimated tax were whichever of the following is the least-

(1) The tax shown on the return of the individual for the pre-
ceding taxable year, if a return showing a liability for tax was
filed by the individual for the preceding taxable year and such
preceding year was a taxable year of 12 months.

(2) An amount equal to 80 percent (
6 6

2/a percent in the case of
individuals referred to in section 0,073 (b), relating to income from
farming or fishing) of the tax for the taxable year computed 1,
placing on an annualized basis the taxable income for the molt];s
in the taxable year ending before the month in which the install-
ment is required to be paid and by taking into account the ad-
iusted self -employment income (if the net earnings from self-
employment (as defined in section 1402(a)) for the taxable year
equal or exceed $400). For purposes of this paragraph-

(A) The taxable income shall be placed on an annualized
basis by-

(i) multiplying by 12 (or, in the case of a taxable year of
less than 12 months, the number of months in the taxable
year) the taxable income (computed without deduction of
personal exemptions) for the months in the taxable year end-
ing before the month in which the installment is required to
be paid,

(ii) dividing the resulting amount by the number of
months in the taxable year ending before the month in which
such installment date falls, and

(iii) deducting from such amount the deductions for per-
sonal exemptions allowable for the taxable year (such per-
sonal exemptions being determined as of the last date pre-
scribed for payment of the installment).

(B) The term "adjusted self-employment income" means-
(i) the net earnings from self-employment (as defined in

section 1402(a)) for the months in the taxable year ending
before the month in which the installment is required to be
paid, but not more than
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(ii) the excess of [$10,800] $13,200 over the amount de-
termined by placing the wages (within the meaning of sec-
tlion 1402 (b

) ) for te months in the taxable year ending be-

fore the month in which the installment is required to be paid

on an annualized basis in a manner consistent with clausc-

(i) and (ii) of subparagraph (A).
* * * * * *

PUBLIC LAW 92-336

AUTOMATI( ADJUSTiEN -- IN BENEFITS AND IN THE CONnerIBTION

AND BEN EFIT BASE

Adjustments in Benefits

Sec. 202. (a)(1) * *
• * * * * * *

(3) (A) Effective [Januaryv 1, 1975] June 1, 1974. section 215(a)
,f such Act (as amended by section 201(c) of this Act) is further
amended-

(i) 1v inserting "(or. if larger, the amount in column IV of
the latest table deemed to be such table inder subsection (i) i-)
(D))'" after "the following table" in paragraph (1) (A) ; and

(ii) by inserting "(whether enacted by another law or deemed
to be such table under subsection (i) (2) (D))" after "effective
month of a new table" in paragraph (2).

(B) Effective [January 1, 1975] June 1,1974, section 215(b) (4) of
such Act (as amended by section 201(d) of this Act) is further
amended to read as follows:

"(4) The provisions of this subsection shall be applicable only in
the case of an individual-

"(A) who becomes entitled to benefits under section 202 (a) or
section 223 in or after the month in which a new table that
appears in (or is deemed by subsection (i) (2) (D) to appear in)
subsection (a) becomes effective; or

"(B) who dies in or after the month in which such table be-
comes effective without being entitled to benefits under section
202 (a) or section 223; or

"(C) whose primary insurance amount is required to be re-
computed under subsection (f) (2).",

(C) Effective [January 1. 1975] June 1, 1974. section 215(c) of
such Act (as amended by section 201(e) of this Act) is further amend-
ed to read as follows:

"Primary Insurance Aniount Under Prior Provisions

"(c) (1) For the purposes of column II of the latest table that
appears in (or is deemed to appear in) subsection (a) of this section,
an individual's primary insurance amount shall be computed on the
basis of the law in effect prior to the month in which the latest such
table became effective.
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(2) The provisions of this subsection shall be applicable only in
the case of an individual who became entitled to benefits under section
12)(a) or section 223, or who died, before such effective month."

[(4) Effective January 1, 1975, sections 227 and 228 of such Act
(as amended by section 201(g) of this Act) are further amended by
striking out $58.00 wherever it appears and inserting in lieu thereof
-the larger of $58.00 or the amount most rerently established in lieu
thereof under section 215 (i)", and by striking out $29.00 wherever it
appears and inserting in lieu thereof "the larger of $29.00 or the
amount most recently established in lieu thereof under section
215 (i)".'

* * * * * * a

INCREASE OF EARNINGS COUNTED FOR BENEFIT AND TAX PURPOSES

SEC. 203. (a) (1) ***
* * * * * * ,

(b) (1) * *
* * * * * * *

(2) (A) Section 3121(a) (1) of such Code (relating to definition of
wages) is amended by striking out "$9,000" each place it appears and
inserting in lieu therof "$10,800".

(B) Effective with respect to remuneration paid after 1973, section
3121 (a) (1) of such Code is amended by striking out "$10,800" each
place it appears and inserting in lieu thereof "$12,000".

(C) Effective with respect to remuneration paid after 1974, section
3121 (a) (1) of such Code is amended-

(i) by striking out [$12,600] $13,200 each place it appears and
inserting in lieu thereof "the contribution and benefit base (as
determined under section 230 of the Social Security Act)", and

(ii) by striking out "by an employer during any calendar year",
and inserting inlieu thereof "by an employer during the calendar
year with respect to which such contribution and benefit base is
effective."

(3) (A) The second Sentence of section 3122 of such Code (relating
to Federal service) is amended by striking out "$9,000" and inserting
in lieu thereof "$10,800". ' : I - I

(fl) Effective with respect to remuneration paid after 1073, the see-
ond sentence, of section 3122 of such Code is amended by striking out
"$10,800" and inserting in lieu thereof "$12,000".

'(C) Effective with respect to remuneration paid after 1974, the sec-
ond sentence of section 3122 of such Coda is amended by striking out
"the [$12,600] $13,200 limitation" and inserting in lieu thereof "the
contribution and benefit base limitation".

(4) (A) Section 3125 of such Code (relating to returns in the case
of governmental employees in Guam, American Samoa, and the Dis-
trict of Columbia) is amended by striking out "$9,000" where it ap-
pears in subsections (a), (b), and (c) and inserting in lieu thereof
"$10,800".

(B) Effective with respect to remuneration paid after 1973, sec-

tion 3125 of such Code is amended by striking out "$10,800" where it
appears in subsections (a), (b), and (c) and inserting in lieu thereof

"$12,000".
22-369-73- 17



(C) Effective with respect to remuneration paid after 1974, sec-
tion 3125 of such Code is amended by striking out "the [$12,600]

$13,200 limitation" where it appears in subsections (a), (b), and (c)

and inserting in lieu thereof "the contribution and benefit base

limitation".

(7)(A) Section 6654(d) (2) (B) (ii) of such Code relatingn to

failure by individual to pay estimated income tax) is amended by
striking out "$9,000" and inserting in lieu thereof "$10,800".

(B) Effective with reject to taxable years beginning after 1973,
section 6654(d) (2) (B) (ii) of such Code is amended by striking out

"$10,800" and inserting in lieu thereof "$12,000".
(C) Effective with respect to taxable years beginning after 1974,

section 6654(d) (2) (B) (ii) of such Code is amended by striking out

"the excess of [$12,000] $13,200 over the amount" and inserting in

lieu thereof "the excess of (I) an amount equal to the contribution and

benefit base (as determined under section 230 of the Social Security
Act) which is effective for the calendar year in which the taxable
year begins, over (II) the amount".

* * * * * * *

PUBLIC LAW 93-66

* * * * * * *

TITLE II-PROVISIONS RELATING TO THE SOCIAL
SECURITY ACT

PART A-INCREASE IN SOCIAL SEcuarry BENEFITS

COST-OF-LIVINO INCREASE IN SOCIAL SECURITY BENEFITS

SEC. 201. (a) (1) The Secretary of Health, Education, and Welfare
(hereinafter in this section referred to as the "Secretary") shall, in
accordance with the provisions of this sectioil, increase the monthly
benefits and lump-sum death payments payable under title II of the
Social Security Act by 7 per centum [the percentage by which the
Consumer Price Index prepared by the Department of Labor for the
month of June 1973 exceeds such index for the month of June 1972].

(2) The provisions of this section (and the increase in benefits made
hereunder) shall be effective, in the case of monthly benefits under
title II of the Social Security Act, only for months with respect to
which this section is effective [after May 1974 and prior to January
1975], and, in the case of lump-sum death payments under such title,
only with respect to deaths which occur [after May 1974 and prior to
January 19751 in months Icith respect to which this section is effective.

(b) The increase in social security benefits authorized under this
section shall be provided, and any determinations by the Secretary in
connection with the provision of such increase in benefits shall be
made, in the manner prescribed in section 215(i) of the Social Security
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Act for the implementation of cost-of-living increases authorized
under title II of such Act, except that the amount of such increase
shall be [based on the increase in the Consumer Price Index described
in subsection (a)] 7 per centum.

(c) The increase in social security benefits provided by this section
shall-

(1) not be considered to be an increase in benefits made under
or pursuant to section 215(i) of the Social Security Act, and

(2) not (except for purposes of section 203(a)[(2)] of such
Act, as in effect after [May 1974] December 1973, which section
(as so in effect) shall, for purposes of the increase in social se-
eurity benefits provided by this section, be deemed to be in effect
for and after the first month with respect to which such increase is
effective) be considered to be a "general benefit increase under this
title" (as such term is defined in section 215(i) (3) of such Act) :

and nothing in this section shall be construed as authorizing any
increase in the "contribution and benefit base" (as that term is
employed in section 230 of such Act), or any increase in the "exempt
amount" (as such term is used in section 203 (f) (8) of such Act).

(d) Nothing in this section shall be construed to authorize (directly
or indirectly) any increase in monthly benefits under title II of the
Social Security Act for any month after December 1974, or any
increase in lump-sum death payments payable under such title in the
case of deaths occurring after December 1974. The recognition of the
existence of the increase in benefits authorized by the preceding sub-
sections of this section (during the period it was in effect) in the
application, after December 1974, of the provisions of sections 202
(q) and 203(a) of such Act shall not, for purposes of the preceding
sentence, be considered to be an increase in a monthly benefit for a
month after December 1974.

(e) For purposes of subsection (a) (2), this section is effective with
respect to the month in which this subsection is enacted and for each
month thereafter which begins prior to June 1974.

PART B-PaowsoNs RELATINo To FEDERAL PaOGRM OF

SUPPLEMENTAL SECURITY INCOME

INCREASE IN SUPPLEMENTAL SECURITY INCOME BENmaprs

SEc. 210. (a Section 1611(a) (1) (A) and section 1611(b) (1) of
the Social Security Act (as enacted by section 301 of the Social Secur-
ity Amendments of 1972) are each amended by striking out "$1,560,'
and inserting in lieu thereof "$1,680".

(b) Section 1611 (a) (2) (A) and section 1611(b) (2) of such Act
(as so enacted) are each amended by striking out "$2,340" and insert-
ing in lieu thereof "$2,520".

(c) The amendments made by this section shall apply with respect
to payments for months after [June 1974] December 1973.

SUPPLEMENTAL SECURITY INCOME 1 ENlFITS FOR ESSENTIAL PERSONS

SEa. 211. (a) (1) In determining (for purposes of title XVI of the
Social Security Act, as in effect after December 1973) the eligibility



for and the amount of the supplemental security income benefit pay-

able to any qualified individual (as defined in subsection (b)), with

respect to any period for which such individual has in his home an
essential person (as defined in subsection (c) )-

(A) the dollar amounts specified in subsection (a) (1) (A) and
(2) (A), and subsection (b) (1) and (2), of section 1611 of such
Ac(, shall each be increased by [$840] $876 [($780 in the case of
any period prior to July 1974)] for each such essential person, and

(B) the income and resources of such individual shall (for
purposes of such title XVI) be deemed to include the income and
resources of such essential person;

except that, the provisions of this subsection shall not, in the case of
any individual, be applicable for any period which begins in or after
the first months that such individual-

(C) does not but would (except for the provisions of subpara-
graph (B)) meet-

(i) the criteria established with respect to income in sec-
tion 1611(a) of such Act, or

(ii) the criteria established with respect to resources by
such section 1611(a) (or, if applicable, by section 1611(g) of
such Act).

* * * * S * *

MANDATORY MINIMUM STATE SUPPLEMENTATION OF SSI BENEFITS PROGRAM

SEc. 212. (a)(1) * * ,
(3) (A) The supplementary payment referred to in paragraph (2)

which shall be paid for any month to any individual who is entitled
thereto under an' agreement entered into pursuant to this subsection
shall (except as provided in [subparagraph (D)] subparagraphs (D)
and (E)) be an amount equal to (i)- the amount by which such indi-
vidual's "December 1973 income" (as determined under subparagraph
(B)) exceeds the amount of such individual's "title XVI benefit plus
other income" (as determined under subparagraph (C)) for such
month, or (ii) if ,greater, such amount as the State .may specify.

"(E) (i) In the 'dt&e of ahe individual ,wh o. for D ecember 1973 lived
as a member of a family un it other members of whioh received aid (in
the form of money paqnients) under a State plan of a Ntate approved
under part A of title IV of the Social Security Act, such State at its
option, may (subject to clause (ii) ) reduce such individual's December
1973 income (as determined under subparagraph (B)) to such extent
as may be eeeCssary to cause the supplementary payment (referred to
in pqragraph (2) payable to surlhindividual for January 1974 or any
month thereafter to be reduced to a level designed to assure that the
total income of such individual (and of the members of such family
unit) for any month after December 1973 does not exceed the total
incone of such individual (and of the members of such family unit)
for December 1973.

"(ii) The amount of the reduction (under clause (i) ) of any indi-
ridital's December 1973 income shall not be in an amount which would
cause the supplementary payment (referred to in paragraph (2))



payable to such indi,;dual to be reduced below the amount of such
supplementary payment which would be payable to such individual if
he had, for the month of December 1973 not lived in a family uit
referred to in clause (i), and had had no income for such month other
than that received as aid or assistance under a State plan approved
under title I, X. XIV, or XVI of the Social Security Act."

PERSONS IN MEDICAL INSTITUTIONS

SEc. 231. For purposes of section 1902(a) (10) of the Social Secu-
rity Act, any individual who, for all (or any part of) the month of
December 1973-

(1) was an inpatient in an institution qualified for reimburse-
ment under title XIX of the Social Security Act, and

(2) (A) received or would (except for his being an inpatient
in such institution) have been eligible to receive aid or assistance
under a State plan approved under title I, X, XIV, or XVI of
such Act, [orl and

(B) [was,] on the basis of his status as described in subpara-
araph (A), was included as an irdic;dwal eligible [need for care
in such institution, considered to be eligible for aid or assistance
under a State plan (referred to in subparagraph (A)) for pur-
poses of determining his eligibility] for medical assistance under
a State plan approved under title XIX of such Act (whether or
not such individual actually received aid or assistance under a
State plan referred to in subparagraph (a)),

shall be deemed to be receiving such aid (;r assistance for such month
and for each succeeding month in a continuous period of months if,
for each month in such period-

(3) such individual continues to be (for all of such month)
an inpatient in such an institution and would (except for his being
an inpatient in such institution) continue to meet the conditions
of eligibility to receive aid or assistance under such plan (as such
plan was in effect for December 1973), and

(4) such individual is determined (under the utilization review
and other professional audit procedures applicable to State plans
approved under title XIX of the Social Security Act) to be in
need of care in such an institution.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

BLIND AND DISABLED MEDICALLY INDIGENT PERSONS

SEC. 232. For purposes of section 1002(a) (10) of the Social Security
Act, any individual who, for the month of December l 973 was eligible
[(under the provisions of subparagraph (B) of suh section)] for
medical assistance by reason of his having been detennined to meet the
criteria for blindness or disability (established by a state plan
approved under title I, X, XIV, or XVI of such Act),'shall be deemed
for purposes of title XIX to be an individual who is blind or disabled



,within the meaning of section 1614(a) of the Social Security Act

[to be a person described as being a person who "would, if needy, be

eligible for aid or assistance under any such State plan" in subpara-

graph (B) (i) of such section] for each month in a continuous period

of months (beginning with the month of January 1974), if, for each
month in such period, such individual continues to meet the criteria for
blindness or disability so established by such a State plan (as it was
in effect for December 1973). Federal matching under title XIX of the
Social Security Act shall be available for the medical assistance fur-
nished to individuals eligible for such assistance under this section.
and the other conditions of eligibility contained in the plan of the
State approved under title XIX (as it was in effect in December 1973).

* * * * * * *

FOOD STAMP ACT OF 1964

Sec. 3. As used in the Act-

(e) The term "household" shall mean a group of related individ-
uals (including legally adopted children and legally assigned foster
children) or non-related individuals over age 60 who are not residents
of an institution or boarding house, but are living as one economic
unit sharing common cooking facilities and for whom food is cus-
tomarily purchased in common. The term '-household" shall also
mean (1) a single individual living alone who has cooking facilities
and who purchases and prepares food for home consumption, or (2)
an elderly person who meets the requirements of section 10(h) of this
Act. [No individual who receives supplemental security income bene-
fits under title XVI of the Social Security Act shall be considered to
be a member of a household or an elderly person for any purpose
of this Act for any month if such person receives for such month, as
part of his supplemental security income benefits or payments described
in section 1616(a) of the Social Security Act (if any), an amount
equal to the bonus value of food stamps (according to the Food Stamp
Schedule effective for July 1973) in addition to the amount of assist-
anee such individual would be entitled to receive for such month under
the provisions of the plan of the State approved under title I, X,
XIV, or XVI, as appropriate, in effect for December 1973, assuming
such plan were in effect for such month and such individual were aged,
blind, or disabled, as the case may he. under the provisions of such
State plan or under Public Law i2-603 as amended. The Secretary
of Health, Education, and Welfare shall issue regulations for the
implementation of the foregoing sentence after consultation with
the Secretary of Agriculture.] No i'id;rdubl. ?bo receies supple-
menta7 secnc;tu ;teoMVt benefits under title XVI of the Soc;a Security
.I la ,0te st p)penentarmt ?riurnts cicscrild in vertion 1616 of such
Art, or pay"Ierts of the tpe referred to in section P2l(a) of Public
Law 9.3 60, shall be considerd to be a member of a household or an
elderly person for purpose. of this let for any month elurig the 18-
month period begi liny January 1. 197;, if, for such month, such imdi-



vidual resides in a State which provides State supplementary pay-
ments (A) of the type described in section 1616(a) of the Social Se-
curity Act, and (B) the le vel of which has been found by the Secretary
of Health, Education, and Welfare to have been specifically increased
so as to include the bonus value of food stamps.

* * * * * * *

AGRICULTURE AND CONSUMER PROTECTION ACT
OF 1973

* * * * * * *

Food Stamps

See. 3. The Food Stamp Act of 1964, as amended, is amended as
follows:

(a) The second sentence of section 3(e) of the Food Stamp Act of
1964 (7U.S.C.2012(e)) is amended-

(1) by striking out "or" ; and
(2) by inserting before the period at the end thereof the fol-

lowing: ", or (3) any narcotics addict or alcoholic who lives under
the supervision of a private nonprofit organization or institution
for the purpose of regular participation in a drug or alcoholic
treatment and rehabilitation program."

[(b) Section 3(e) of the Food Stamp Act of 1964 is amended by
striking out the last sentence therein and inserting in lieu thereof the
following sentence: "No individual who receives supplemental security
income benefits tnder title XVI of the Social Security Act shall be
considered to be a member of a household or an elderly person for any
purpose of this Act for any month if such person receives for such
month, as part of his supplemental security income benefits or pay-
ments described in section 1616 (a) of the Social Security Act (if any),
an amount equal to the bomis value of food stamps (according to the
Food Stamp Schedule effective for July 1973) in addition to the
amount of assistance such individual would be entitled to receive for
such month under the provisions of the plan of the State approved
under title I, X, XIV, or XVI, as appropriate, in effect for Decem-
ber 1973, assuming such plan were in effect for such month and such
individual were aged, blind, or disabled, as the case may be, under the
provisions of such State plan or under Public Law 92-603 as amended.
The Secretary of Health, Education, and Welfare shall issue regula-
tions for the implementation of the foregoing sentence after consulta-
tion with the Secretary of Agriculture."]

Sec. 4. * * *
* * * * * * *

[(c) No individual who receives supplemental security income bene-
fits under title XVI of the Social Security Act shall be considered to
be a member of a household for any purpose of the Food Distribution
Program for families under section 32 of Public Law 74-320, section
416 of the Agricultural Act of 1949, or other law for any month if



such person receives for such month, as part of his supplemental
security income benefits or payments described in section 1616(a) of
the Social Security Act (if any), an amount equal to the bonus value
of food stamps (according to the Food Stamp Schedule effective for
July 1973) in addition to the amount of assistance such individual
would be entitled to receive for such month under the provisions of
the plan of the State approved under title I, X, XIV, or XVI, as
appropriate, in effect for December 1973, assuming such plan were in
effect for such month and such individual were aged, blind, or dis-
abled, as the case may be, under the provisions of such State plan or
under Public Law .92-603 as amended. The Secretary of Health,
Education, and Welfare shall issue regulations for the implementa-
tion of the foregoing sentence after consultation with the Secretary
of Agriculture.]

SOCIAL SECURITY AMENDMENTS OF 1967
* * * * * * *

Sec. 204. (a) * * *
* * * * * * *

(c) (1) The amendment made by subsection (b) shall in the case of
any State be effective on July 1, 1968, or if a statute of such State pre-
vents it from complying with the requirements of such amendment on
such date, such amendment shall with respect to such State be effective
on July 1, 1969; except such amendment shall be effective earlier (in
the case of any State), but not before April 1, 1968, if a modification
of the State plan to comply with such amendment is approved on an
earlier date.

("(2) The provisions of section 409 of the Social Security Act shall
not apply to any State with respect to any quarter beginning after
June 30, 1968.]

* * * * * * *

SOCIAL SECURITY AMENDMENTS OF 1972
* * * * * * *

REPEAL OF TITLES I, X, AND XIV Or THE SOtCIAL SECURITY ACT

SEc. 303. (a) Effective January 1, 1974, titles I, X, and XIV of the
Social Security Act are repealed.

(b) The amendments made by sections 301 and 302 and the repeals
made by subsection (a) shall ot be applicable in the case of Puerto
Rico, Guam, and the Virgin Islands.

(c) Section 9 of the Act of April 19. 195)[, is repealed effective
.anuary 1, 1974.] (64 ,'tat. 47) is amctded to read as follows:

Sec. 9. Beginning qtlt the quarter comntrneittg Jjily 1, 1950, the
Secretary of the Treasury shall pay quartetll to each state (front
sums nmde arailable for ta.ijng patpt, tits to the States wnder section
403(a) of the Nor/al .\eteif/ Aet) an amount, in addition to the
amount presribed to le paid to such State ttder such section, equal
to 80 p() ceettt of the total amoutt of contributions by the State



toicard expenditures during the preceding quarter by the State, under
the State plan approved under the Social Security Act for aid to
dependent children to Navajo and Hopi Indiags residing Within tne
boundaries of the State on reservations or on allotted or trust lands,
with respect to whom payments are made to the State by the United
States under section 403(a) of the Social Security Act, not counting
so much of such expenditure to any individual for any month as ex-
ceeds the limitations prescribed in suich section.

* * * * * * *.

Limitation on Fiscal Liability of States for Optional State
Supplementation

Sec. 101. (a) (1) The amount payable to the Secretary by a State
for any fiscal year, other than fiscal year 1974, pursuant to its agree-
ment or agreements under section 1616 of the Social Security Act shall
not exceed the non-Federal share of expenditures as aid or assistance
for quarters in the calendar year 1972 under the plans of the State
approved under titles, I, X, XIV, and XVI of the Social Security Act
(as defined in subsection (c) of this section), and the amount payable
for fiscal year 1974 pursuant to such agreement or agreements shall
not exceed one-half of the non-Federal share of such expenditures.

(2) Paragraph (1) of this subsection shall only apply with respect
to that portion of the supplementary payments made by the Secretary
on behalf of the State under such agreements in any fiscal year which
does not exceed in the case of any individual the difference between-

(A) the adjusted payment level under the appropriate approved
plan of such State as in effect for January 1972 (as defined in
subsection (b) of this section), and

(B) the benefits under title XVI of the Social Security Act
plus income not excluded under section 1612(b) of such Act in
determining such benefits, paid to such individual in such fiscal
year,

and shall not apply with respect to supplementary payments to any
individual who (i) is not required by section 1616 of such Act to be
included in any such agreement administered by the Secretary and
(ii) would have been ineligible (for reasons other than income) for
payments under the appropriation approved State plan as in effect
for January 1972.

(b) (1) For purposes of subsection (a), the term "adjusted payment
level under the appropriate approved plan of a State as in effect for
January 1972" means the amount of the money payment which an
individual with no other income would have received under the plan
of such State approved under title I, X, XIV, or XVI of the Social
Security Act, as may be appropriate, and in effect for January 1972;
except that the State may, at its option, increase such payment level
with respect to any such plan by an amount which does not exceed [the
sum of-

(A) ] a payment level modification (as defined in paragraph (2)
of this subsection) with respect to such plan [, and

(B) the bonus value of food stamps in such State for Janu-
ary 1972 (as defined in paragraph (3) of this subsection)]
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(2) For purposes of paragraph (1), the term "payment level modi-
fication" with respect to any State plan means that amount by which
a State which for January 1972 made money payments under such
plan to individuals with no other income which were less than 100
per centum of its standard of need could have increased such money
payments without increasing (if it reduced its standard of need under
such plan so that such increased money payments equaled 100 per
centum of such standard of need) the non-Federal share of expendi-
tures as aid or assistance for quarters in calendar year 1972 under the
plans of such State approved under titles I, X, XIV, and XVI of
the Social Security Act.

[(3) For purposes of paragraph (1), the term "bonumi value of food
stamps in a State for January 1972" (with respect to an individual)
means-

[(A) the face value of the coupon allotment which would have
been provided to such an individual under the Food Stamp Act
of 1964 for January 1972, reduced by

[(B) the charge which such an individual would bave paid for
such coupon allotment.

if the income of such individual, for purposes of determining the
charge it would have paid for its coupon allotment, had been equal
to the adjusted pa-ymcnt level under the State plan (including any
payment level modification with respect to the plan adopted pursuant
to paragraph (2) (but not including any amount under this para-
graph)). The total face value of food stamps and the cost thereof in
January 1972 shall be determined in accordance with rules prescribed
by the Secretary of A!Yriculture in effect in such month.]
(c) For purposes of this section, the term "non-Federal share of

expenditures as aid or assistance for quarters in the calendar year
1972 under the plans of a State approved under titles I, X. XliV, and
XVI of the Social Security Act" means the difference between-

(1) the total expenditures in such quarters under such plans
for aid or assistance (excluding expenditures authorized under
section 1119 of such Act for repairing the home of an individual
who was receiving aid or assistance under one of such plans (as
such section was in effect prior to the enactment of this Act)),
and

(2) the total of the amounts determined under sections 3, 1003,
1403, and 1603 of the Social Security Act, under section 1118 of
such Act, and under section 9 of the Act of April 19, 1950, for
such State with respect to such expenditures in such quarters.

Transitional Administrative Provisions

Sec. 402. In order for a State to be eligible for any payments pur-
suant to title IV, V, [XVII Vl or XIX of the Social Security Act
with respect to expenditures for the third and fourth quarters 'n the
fisln yer "ndItcU June 30, 1974, and any quarter in the fiscal year
ending June 30, 1975, and for the purpose of providing an orderly
transition from State to Federal administration of the Supplemental
Security Income Pro.nam, such State shall enter into an agreement
with the Secretary of Health, Education, and Welfare under which
the State agencies responsible for administering or for supervising



the administration of the plans approved under titles I, X, XIV, and
XVI of the Social Security Act will, on behalf of the Secretary,
administer all or such part or parts of the program established by
section 301 of this Act, during such portion of the third and fourth
quarters of the fiscal year ending June 30, 1974, and any quarter of
the fiscal year ending June 30, 1975, as may be provided in such
agreement.

TITLE 5, UNITED STATES CODE

Cirinrr 53-PAY RATES AND SYsTEMs

* * * * $ *

SUBEGHAP'ITR II-EXECUTIVE SCHEDULE PAY RATES

* * * * * * *

§ 5315 POSITIONS AT LEVEL IV

(98) Assistant Secretary for Child Support, Department of Health,
Education, and Welfare.

* * * S * * *

ACT OF APRIL 19, 1950

(64 STAT. 47)

Sec. 9. Beginning with the quarter commencing July 1, 1950, the
Secretary of the Treasury shall pay quarterly to each State (from
sums made available for making payments to the States under sec-
tion[s 3(a),] 403(a)[, and 1003(a)] of the Social Security Act) an
amount, in addition to the amounts prescribed to be paid to such State
under such sectionss, equal to 80 per centum of the total amounts of
contributions by the State toward expenditures during the preceding
quarter by the State, under the State plan[s] approved under the
Social Security Act for [old-age assistance,] aid to dependent
children[, and aid to the needy blind,] to Navajo and Iopi Indians
residing within the boundaries of the State on reservations or on
allotted or trust lands, with respect to whom payments are made
to the State by the United States under section[s 3(a),] 403(a) [and
1003(a), respectively,] of the Social Security Act, not counting so
much of such expenditure to any individual for any month as exceeds
the limitations prescribed in such sections.



XVI. ADDITIONAL VIEWS OF MR. CURTIS

Welfare Reform

It becomes increasingly apparent with every passing day that the
existing system of welfare cannot be reformed at the Federal level.
Every proposal to do so carries within it the seeds of defeat: new frus-
trations and added costs, growing welfare rolls and greater politiciza-
tion of the problem.

In our efforts at welfare reform, we are caught, as it were, between
two poles. On the one hand, we seek greater equity in the distribution
of welfare; on the other, we seek a plan which ideally will at least
reduce costs, end abuses and simplify the system. Both goals are laud-
able. But, just as with our income tax system, housing assistance, and
many other Federal programs, equity and efficiency are not entirely
compatible goals. We can move away from the poles toward compro-
mise, but the greater the effort to achieve equity, the more complex
the program will become, the more open it will be to abuse and thus,
over time, the more likely to remain inequitable and to increase in
scope and cost and inefficiency. Conversely, if the program is struc-
tured too simply, it is in danger of not meeting minimum demands
for equity.

What is clear, however, not only in theory but as evidenced in recent
practice, is that the closer the decision-making is kept to the local
level-to the people themselves-the more equitable and efficient the
program will be. Meaningful welfare reform will not be accomplished
at the Federal leiel-not by a total package such as the Administra-
tion offered with the Family Assistance Plan, called FAP, which is
really a guaranteed annual income plan, and certainly not by patch-
work, piecemeal efforts such as that now proposed by the Finance
Committee.

The Committee has agreed to a plan which provides for a cash pay-
ment to families based upon the amount of the family's earnings.
This payment by the Federal Government would be 10% of the earn-
ings for a family earninar S4,000 a year or less. In other words, if a
fail y earned $4,000 the Federal Go'vernment would supplement their
income by $,400. If their earnings were M. :000 their supplement would
be $300. The percentage would be a lesser amount for those earning
over $4,000 at a gradually declining rate, phasing out completely at
S 5.600. The Committee plan is not limited to individuals now on wel-
fare as a means of assisting them in moving from welfare to gainful
emuployient. This cash payment would be made for all low-wage earn-
ers who apl))y for it.

There is complete agreement with the basic premise of the Chair-
man in his opPOsition to F kP on the grounds that it was committed
10 the proliosition that the hss one worked and the less lie earned, the
more he got fiomi the Federal Treasury. There is great merit in the
idea which (iChairman Long has consistently and effectively advanced
that inherent in the welfare program slhuld be the concept of re-
warding work, rather than discouraging worlk. On that point, there
is lota 1 agreement.

The "work bonis" or a "workfare" plan should be employed as a
means of getting people off welfare and into a self -supporting status.



In other words, it should operate as an incentive to move ahead, not
as an incentive to "march in place" so that one does not lose his share
of the "free money."

The basic work bonus idea should be adapted to and restricted to
able-bodied individuals now on welfare, and the benefits extended to
them for a limited period only, in order to assist and encourage them
in the transition from welfare to a fully-supportive working situation.
Instead, applying as it does to the working poor not now on welfare,
the plan, as reported by the Committee, would mean that about five
million heads of families not now receiving a Government check would
begin receiving one, at a minimum cost of $1 billion per year. This
does nothing to reform the present welfare system or to reduce its cost
or scope. It is simply another Federal program piled atop the existing
pyramid of laws providing assistance to various individuals.

What the work bonus actually amounts to is a rebate of Social Se-
curity taxes. Thus, the Social Security system is being adapted as a
vehicle both for distribution of welfare and redistribution of the na-
tional wealth. It constitutes a clear move in the direction of phasing
out Social Security taxes for low-salaried workers, shifting that bur-
den entirely to employers or higher-salaried workers. It would depart
from the principle that each person paid a substantial part of the cost
of his Social Security benefit.

The Social Security program is tailored to a clear and specific pur-
pose-meeting the income needs of our citizens at an age when they
may no longer be able to earn an income. Clearly it is not a welfare
program so long as all those who benefit also sign[ificantly contribute.
To adapt it as a vehicle for welfare places upon it strains which may
ultimately destroy it.

The Administration's plan for FAP went to extremes in an effort
to achieve equity-and in so doing created gross new inequities and
doubled the costs.

The worst problem with the plan reported by the Committee, how-
ever, is that, like FAP, it offers enormous temptation to office holders
and office seekers to enlarge the benefits and make more millions eligi-
ble for those benefits. Indeed, it does not merely offer a temptation, it
creates a positive pressure to do so.

In theory, rewarding work is definitely to be commended. Such a
plan as reported by the Committee should be limited to those on wel-
fare for a limited period as a means of aiding their transition from
welfare to work.

The Federal government has proven its incapacity to administer
welfare or clean up the welfare mess. By contrast, some of the States
have demonstrated a convincing ability to do both. Therefore, we
should not let welfare reform remain unfinished business. Instead, we
should act promptly to return to the States the authority and respon-
sibility for devising and administering their own welfare programs,
providing them with the Federal dollars to do that part of the job
which the Federal government has been carrying. Sch Federal finan-
cial assistance should be provided through the mechanism of special
revenue sharing, with a minimum of Federal bureaucratic control over

its specific allocation. The States should be permitted to write their

own regulations and completely manage their own welfare programs.
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In this way, we can expect to achieve the maximum possible levels of
both equity and efficiency. Some will argue that different eligibility
requirements and different benefit levels in different States are not
equitable, but standardization, consistency or conformity has very lit-
tle to do with equity. Equity is a matter of justice. Justice, in the area
of welfare assistance, means meeting real human and economic needs
in the best way possible.

Human and economic needs across the length and breadth of this
great land cannot be equated in terms of a single dollar value. The
needs of a rural family in Nebraska can be met in a very different
way-and at a very different dollar cost-from similar needs of a
ghetto family in New York City. As applied to welfare, let no one tell
you that equality-when it refers to eligibility requirements and bene-
fit levels-is synonymous with equity.

Others may argue that history has shown the individual States either
cannot or will not do the job adequately if left to their own devices.
That is arguing from old history. Relevant recent history demon-
strates that individual States not only can do the job but will do it-
are doing it. Necessity continues to be the mother of invention. When
the States found the Federal government was not going to resolve this
problem, those for whom it had reached crises proportions instituted
their own reforms and are succeeding in bringing welfare under con-
trol. Others will follow suit, if encouraged to do so. The public mood
and the constant threat of media exposure in the age in which we now
live will never permit any State to lag far behind its sisters in provid-
ing adequately for the welfare needs of its citizens. The main obstacle
to a State's efforts to reform welfare has been the Federal regulations
and dominance. Again it is stressed that the States should be allowed
to write their own regulations and run their own welfare programs.

In the 92nd Congress, S. 2037 was introduced to restore to the
States the authority and responsibility for welfare assistance. In the
bill reported out by the Finance Committee last year as an alternative
to FAP, the essential elements of that plan were adopted for applica-
tion to those welfare families who had no able-bodied person among
their number. A workfare plan, far superior to the present workfare
proposal, was agreed upon as the vehicle for aiding those welfare
families containing an able-bodied member (covering about 40 per-
cent of the total welfare caseload). Many Committee members had
reservations about it and would have preferred to see the States given
control over the entire program.

The efforts for welfare reform should not be abandoned. The work-
fare proposal should be used as a vehicle for assisting those on welfare
in their transition to gainful employment and that assistance should
be for a limited period only.

The Administration's plan for special revenue sharing should be the
lan for the Federal government to pay its just share of the welfare

foad and the operation and management of welfare should be left to
the States. Each State should decide who is eligible for welfare, the
amount of welfare, how it is to be paid and what the work require-
ments should be.

CAaL T. CuRis.



XVII. ADDITIONAL VIEWS OF MR. FANNIN AND MR.
HANSEN

The Social Services Amendments of 1973: Reaction Without
Reform

(NOTE: On October 30th the Committee reconsidered its previous action on
S. 2528, the Social Services Amendments of 1973. Earlier the Committee had
adopted the provisions of S. 2528 as an amendment to H.R. 3153. In its recon-
sideration, however, the Committee deleted the provisions of S. 2528 and replaced
it with a revenue sharing approach.

On the assumption that the Committee's initial decision was final, I prepared
a statement, which Senator Hansen supported, outlining mg views on social
services in general and S. 2528 in particular. The Committee's decision, however,
places this statement in a different context, but I believe it is nevertheless a
valuable statement as it casts considerable light on the issue of Congressional
intent as it relates to social services. In this respect I am filing this statement
for the purpose of providing further background on the development and imple-
mentation of this vital program.

Paul J. Fannin.)

Introduction

On October 3, 1973, S. 2528, the Social Services Amendments of
1973, was introduced and referred to the Committee. Two days later,
without the benefit of hearings, or reasonable consideration by mem-
bers of the Committee, or comment by the Administration, the Com-
mittee approved the provisions of S. 2528 as an amendment to H.R.
3153. It may appear by the Committee's quick action on S. 2528 that
the controversy surrounding the social services program has been
settled insofar as Congress is concerned. By approving the provisions
of S. 2528, however, the Committee has reopened the debate over
social services; a debate which I believe is far from over. In my
opinion, the Committee amendment needs to be debated since it raises
some very profound issues as to the operation and objectives of this
program. But in a larger sense, the Social Services Amendments of
1973 prompts a discussion of the role of the Federal Government in
reducing welfare dependency through social services. Welfare de-
pendency is the heart of the issue and before we rush to embrace the
Social Services Amendments of 1973 I think it essential, if not im-
perative, that the Congress ponder whether the Committee amendment
is the policy which will effectively contribute to the effort to reduce
dependency.

It is in this context of policy making that the Social Services
Amendments of 1973 must be judged and evaluated. To evaluate social
services it is important to review the history and background of the
program, the intent and expectations of Congress in establishing social
services, and, of course, the results.

I am convinced that this review will demonstrate that social services
were designed to serve those on welfare, but that developments during
the past two years have broadened the use of "social services" far
beyond anything intended by Congress.

Social Services: History and Intent

The welfare titles of the Social Security Act of 1935 provide for
Federal matching of state expenditures under the programs of old



age assistance, aid to the blind, aid to the permanently and total]h.
disabled, and aid to families with dependent children. These programs

were all designed to provide monetary assistance to eligible individuals

and families whose incomes and resources fall below specified stand-

ards of need as determined by each State. Under the original Social

Security Act of 1935, the concept of social services was not specifically

recognized in the statute. As viewed initially, the problem of welfare
was one of income maintenance: a view which did not conceive of

supplementary services. In practice, however, services were provided
to recipients by the staff of state welfare agencies and the costs in-
volved were Federally matched as administrative expenses of the wel-
fare program. In 1956, the Social Security Act was changed to specifi-
cally authorize social services as a legitimate part of the state welfare
agency's costs.

In amending the existing law in 1956, the Congress officially recog-
nized that the emphasis in public assistance had shifted from "relief"
to "rehabilitation". This decision was not without significance since it
represented the beginning of the service strategy in dealing with
problems of welfare. This strategy presumed that cash assistance
wasn't enough to enable people to achieve self-sufficiency and that
specific services were necessary in combination with cash assistance
to achieve the objective of self-support and self-care. According to a
recent study, "the approach taken here was the only one considered
and it was the approach of professional social workers who were con-
vinced at that time that poverty in an affluent society was a function
of individual maladjustment which could be corrected via the pro-
fessional process known as casework." The commitment to a service
strategy was unfilled, however, when the appropriations to operate the
program were insufficient to meet the goals of rehabilitation.

In 1962, the Congress considered further amendments to the Social
Security Act to implement the commitment to social services as
initially established in the 1956 amendments.

In advocating the enactment of the Public Welfare Amendments
of 1962, Secretary Ribicoff stressed the importance of rehabilitative
social services in helping families to become self-supporting and inde-
pendent. In terms of specifics, these proposed amendments increased
the Federal matching from 50 to 75 percent for social services as
defined by the Secretary of Health, Education and Welfare as likely
to prevent or reduce dependency or as necessary to help recipients
strengthen family life or attain capability for self-care or self-sup-
port. The matching for other services and for administrative costs was
left at 50 percent. The amendments also broadened the scope of what
could be considered as social services. Under the 1962 amendments.
Federal funding was made available not only for social services to
recipients but also for "preventive" services, i.e., services designed to
keep past recipients from having to return to dependency on welfare
and services to keep "potential" recipients from becoming dependent
in the first place. The concept of "preventive' services, however, intro-
duced a new approach to social services. This innovative proposal
prompted an inquiry from the Senate Finance Committee, and in
response to a number of questions, Secretary Ribicoff attempted to
explain the scope and objective of "preventive" services:



"Question 1. What would constitute 'preventive services' to those who
might otherwise come on welfare rolls ?

Answer. 'Preventive services' are those types of social services which
can be provided to individuals who are not now dependent but who,
if they do not receive such services are likely to become dependent in
the foreseeable future. This provision is included in the bill in order
to make it possible for State public welfare departments, if they wish to
help persons who request help in dealing with their personal problems,
but who are not recipients of assistance at this tinm."

"Question 2. Who would be eligible for these 'preventive services'?
Answer. We contemplate that these services would be available only

to those whose circumstances identify them as individuals who are
likely to become recipients of assistance in the near future because of
their circumstances or those who formerly received assistance. We do
not see this as a broad program because we feel that the State public
welfare departments should and will want to concentrate their serv-
ices on those persons who already are recipients of assistance. States,
however, have pointed out that if Federal funds were available to
assist them in dealing with such problems at the prevention stage, some
applications for assistance would be unnecessary and greater expendi-
ture avoided. Services can be offered people who are applying for as-
sistance, even if later found not eligible. 'Preventive services,' how-
ever, are offered to those who are knowingly not eligible for assistance
but who request service."

"Question 3. Would 'preventive services' be a new program or an
expansion or extension of some existing program?

Answer. The provision of 'preventive services' would be more ac-
curately described as an extension of existing programs rather than the
development of a new program. All public welfare departments to
varying degrees provide services now to persons who are not applicants
for or recipients of assistance. They receive no Federal participation,
however, in the cost of these services. Very often these services are
given because the State recognizes that a failure to do so will increase
its expenditures when assistance application becomes necessary. The
administration's recommendation is to encourage the States to provide
preventive services' with a view to ultimately reducing the number of
persons who need aid. The services provided would be comparable to
those available to persons who are already on the rolls and, thus, these
services can be more accurately described as an extension of the exist-
ing programs."

"Question 4. What need tests would have to be met for participation
in 'preventive services' aspects of this proposal?

Answer. It is not contemplated that 'preventive services' will be
made available to applicants who could purchase the type of consulta-
tion and service which they need from available community resources,
but who are not at present applicants or eligible for assistance. Nor is it
contemplated that these services would be extended broadly to very
many people other than those already on the assistance rolls. It is
the objective of the provision to reach people who are likely to become
recipients of assistance in some immediately foreseeable period in the
future. It will be those people to which this provision is directed and
thus it would not be practicable to set limits as to the income or re-
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sources such individuals may have. States may choose to set limits,
however."

A central factor in the large increase in Federal funds for social
services in recent years has related to the provision of services to those

not on welfare and therefore this discussion is significant not only in
terms of establishing the original intent of "preventive" services, but

the definition of the "potential" recipient.
It is my impression that the intent of "preventive services" was to

assist those in danger of becoming dependent on public assistance. It
was not contemplated, however, that preventive services would be a
broad program since it was the opinion of Secretary Ribicoff that the
service efforts of the states would be primarily designed to serve those
on welfare. In addition, it was asserted that "preventive" services
would not be made available to those who could purchase such services
on their own.

In addition, the 1962 Act authorized Federal funding in cases in
which the welfare agency entered into agreements with other State
or local agencies under which those other agencies would provide the
services to recipients (including past and potential recipients). The
amendments specifically required such arrangements in the case of
vocational rehabilitation services and subject to the limitations pre-
scribed by the Secretary, "permitted them in other cases where the
services could not be economically or efficiently provided by the welfare
agency."

The 1962 amendments can be viewed as a comprehensive effort to
expand services to welfare recipients, but the objective of reducing
dependency remained as a priority. According to Secretary Ribicoff,
"social services represent the key to our efforts to help people become
self-sufficient so they no longer need assistance." Similarly, the House
Ways and Means Committee stated that "the new approach embodied
in the bill places emphasis on the provision of services to help families
become self -supporting rather than dependent upon welfare checks."
The Senate Finance Committee expressed a similar hope, but em-
phasized that it expected "the Secretary of HEW to carefully limit
the prescribed services to those which will significantly contribute to
the rehabilitative objective of this legislation and meet the serious
problems known to exist in the assistance programs." In addition, the
financee Committee argued that it did not "anticipate that public wel-
fare programs will be used to finance the cost of services normally the
responsibility of another state agency." Finally, the Committee clearly
indicated that services to former and potential recipients shall only
be provided "upon the request of the individual or on his behalf."

The Public Welfare Amendments of 1962 became Public Law S7-543
with the approval of President Kennedy on July 25, 1962. In signing
the bill, the President sounded an optimistic note by stating that:

This measure embodies a new approach-stressing services
in addition to support, rehabilitation instead of relief, and
training for useful work instead of prolonged dependency.
This important legislation will assist our States and local
public welfare agencies to redirect the incentives and serv-
ices they offer to needy families and children and to aged
and disabled people. Our objective is to prevent or reduce
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dependency and to encourage self-care and self-support-to
maintain family life where it is adequate and to restore it
where it is deficient.

In reviewing the history of the 1962 amendments I am convinced
that both the Congress and the President hoped that services of a
casework nature would greatly assist in the effort to rehabilitate those
who were cu.rrently on welfare. In addition, Congress viewed the de-
livery of such services as the prime responsibility of a welfare agency
except in those cases where the welfare agency determines that it
cannot deliver certain services to achieve the goals of rehabilitation.

In 1962 the objectives of the service strategy had been enthusiastic-
ally endorsed, but by 1967, according to Steiner, "the old slogans;
services instead of support, rehabilitation instead of relief were aban-
doned and work incentives became the new thing in the continuing
search for relief from relief costs." This disillusionment with the 1962
programs occurred when the numbers of welfare recipients increased
particularly in the area of aid to families with dependent children
(AFDC). In confronting the issue of increased numbers of welfare
recipients, the Congress in the Social Security Amendments of 1967,
placed greater emphasis on services which would, according to the
House Ways and Means Committee, "restore more families to employ-
ment and self-reliance."

Specifically, the 1967 legislation amended the social services provi-
sions, applicable to the AFDC program, by making 75 percent match-
ing available for all services meeting a broad definition in the law.
Among the services that could be provided according to HEW were:

1. Services to assist all appropriate persons in a family to
achieve employment and self-sufficiency.

2. Child care services for children of mothers in training or
employment.

3. Foster care services.
4. Services to prevent and reduce births out of wedlock.
5. Family planning services.
6. Protective services for children found to be in danger of or

subject to neglect, abuse, or exploitation.
7. Services to help families meet their health needs.

In addition, the law authorized the State welfare departments to
contract with sources other than State and local government agencies
to provide services which they could not deliver themselves. This
broadened contracting authority, however, was to be available only
"to the extent specified by the Secretary."

Of primary significance to the future of the social services program
was the stipulation in the law that the Secretary must define the
eligibility of former and "potential" applicants. As a result, the
Secretary issued regulations defining "potential" recipients as those
"who are likely, within five years, to become recipients of financial
assistance."

And, in addition, services were defined as "services to a family or
any member thereof for the purpose of preserving, rehabilitating,
reuniting, or strengthening the family, and such other services as
will assist members of a family to attain or retain capability for the
maximum self-support and personal independence."
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These very broad definitions issued to assist in promoting flexibil-
ity would ultimately be recognized as a prime reason for the abuses
which later occurred.

The 1967 amendments also established the Work Incentive Pro-
gra m (WIN) for families in the AFDC category, and the social
services changes were viewed in the context of the requirements im-
posed by the new WIN program. This point wvas emphasized by the
Senate Finance Committee in its report on the 1967 amendments as
follows:

The Committee is well aware that the services which the
States will be required to furnish AFDC families will impose
an additional financial burden on the States. Therefore, the
provision of law relating to Federal financial participation
would be amended by the Committee bill to provide 75 per-
cent Federal financial participation in the cost of all the
services provided under these new requirements upon the
States. In addition, as is provided under present law, 75 per-
cent Federal sharing would be available for services for
applicants and families that are near dependency. Provision
of such services can help families to remain self-supporting.
As appropriate for this purpose, services may be made avail-
able to those who need them in low-income neighborhoods
and among other groups that might otherwise include more
AFDC cases.

The 1962 amendments relating to social services provide
that, with certain exceptions, the basic services must be pro-
vided by the staff of the State or local welfare agency. The
Committee bill proposes some changes in this provision to
take into account the need for a variety of services in State
implementation of the plan for each family. Thus, an ex-
ception is permitted, to the extent specified by the Secretary,
to permit child welfare, family planning, and other family
services to be provided from sources other than the staff of
the State and local agency. This will permit the purchase of
day-care services, which, as indicated above, the committee
anticipates will be needed in great volume under the bill,
and other specialized services not now available or feasible
to be provided by the staff of the public welfare agency and
which are available elsewhere in the community. Services
may be provided by the staff of the State or local agency
in some parts of the State and may be provided in other
parts of the State by purchase. The Secretary, in his stand-
ards governing this aspect of the program may permit pur-
chase from other agencies and institutions. The basic reason
for t.e exception is the variety of existing arrangements
around the country in which some kinds of services are now
provided, usually institutional services by other than the
State or local public welfare agency.

In essence the 1967 Social Security Amendments emphasized serv-
ices which would increase the employment of welfare recipients and
thus reduce the dependency of those recipients on welfare assistance
programs. But it was not to be. In a recent study, it was noted that
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by 1972, "the number of AFDC recipients had risen fivefold since
the mid-1950's, doubling just since 1967; the average annual rate of
increase in AFDC recipients jumped front 7.3 percent during 1953-66
to 18.3 percent during 1967-71." Clearly, the hope that accompanied
social services as a prime tool in reducing the dependency of AFDC
recipients had, in reality, been nothing but an illusion.

The reality of continuing increases in the welfare rolls and the
questionable capacity of social service programs to effectively combat
welfare dependency became somewhat obscured, however, following
the 1967 legislative endeavors as Federal expenditures for social serv-
ices emerged as the significant issue.

Because Federal matching for social services is mandatory and
open-ended, social service spending increased substantially as more
and more states began to take advantage of the program by defining
a "social service" as almost anything.

This situation occurred because services and participants were de-
fined so broadly that almost any social need could claim Federal funds
as a "social service."

In addition, these broad definitions allowed States to claim Federal
funds for many services formerly funded by State agencies other than
a welfare agency.

As a result, in 1969 Federal funding of social services amounted to
$354 million; by 1972 the level of Federal funding has risen to more
than $1.5 billion, and in July 1972 there were indications that the
fiscal 1973 funding level could rise as high as $4.7 billion. This dra-
matic increase in Federal costs to meet State demands prompted the
Administration and Congress to seek a limitation on spending. Fol-
lowing a number of legislative endeavors, the Congress finally ap-
proved an amendment to the revenue sharing bill which fixed a $2.5
billion limit on the social services program. In addition, this legisla-
tion specified:

1. That each State's proportionate share would be based on its
proportionate share of the population.

2. The 75 percent match would continue until the State had
reached its proportionate share.

3. Except for designated services to drug addicts, alcoholics,
and mentally retarded plus child care and family planning pro-
grams, 90 percent of the expenditures would have to be made
on behalf of current welfare recipients. The exemptions to this
requirement are:

(a) child care services related to the employment or train-
ing of a member of the family, or the death, incapacity or
continued absence of the parent or guardian;

(b) family planning services;
(c) services to mentally retarded individuals;
(d) services to drug addicts and alcoholics undergoing

treatment;
(e) services to children who are under foster care.

By enacting into law a ceiling on expenditures for social services,
the Congress was able to avoid a fiscal crisis, but in doing so it re-
vived the debate over the scope of social services.



Reaction and Response

During the period in which Congress was confronting the issue os
how to limit the growth of social services expenditures, numerous corn-
ments were directed toward the social service program.

The Senate Finance Committee in its report on the revenue sharing
bill stated:

Under present administrative guidelines-or perhaps more
correctly lack of guidelines-States have succeeded in financ-
ing ahnost any government activity under this provision.
The distribution of social services today seems based more on
a State's aggressiveness and administrative ingenuity than the
needs of its recipients of assistance.

State welfare departments, which are supposed to exercise
control over these expenditures, are becoming little more than
fiscal conduits. Some States have gone so far as to formally
appropriate private funds-like VGF, and so forth-so they
will qualify for Federal matching money.

The Senate Appropriations Committee in reporting the 1973 HEW
appropriations bill wrote:

The Committee is not convinced that thrse funds are being
spent prudently and effectively, in all eases.

This Committee is concerned that the use of this source of
Federal financing is out of any reasonable control: The De-
partment of Health, Education, and Welfare cannot even de-
scribe to us with any precision what $2 billion of taxpayers
money is being used for.

This Committee believes that the Congress must limit the
Federal liability for this largely unknown, undefined, and
open-ended financing mechanism.

This Committee believes that it is its responsibility to pre-
sent the continuing uncontrolled and open-ended Federal
liability for this program until the Congress has been con-
vinced that these funds are being spent prudently and
effectively.

In testifying before the Senate Appropriations Committee, Secre-
tary Richardson said, "we have no good way of ascertaining the effec-
tiveness of the expenditures for social services. We are convinced in a
vague sort of way, it is a good thing, but we have no clear-cut way of
determining whether or not and to what extent we are getting our
money's worth."

And, then the Senate Finance Committee in its report on H.R. 1
indicated what it expected from the Department of Health, Educa-
tion, and Welfare in regulating social services. It stated:

The Secretary, by law, is given specific authority to limit
the contracting authority for social services and to limit the
extent of services to potential (as opposed to actual) welfare
recipients. In both cse9, however, he has failed to establish
effective limitations. In fact, the regulations he has promul-
gated and the actions of HEW regional officials have invited
the very expansion which has taken place.



The Committee directs the Secretary of HEW to issue reg-
ulations prescribing the conditions under which State wel-
fare agencies may purchase services they do not themselves
provide, and regulations which clearly state that the State
matching requirement cannot be met by funds donated by pri-
vate sources.

The Committee was told by the Secretary of Health, Edu-
cation, and Welfare that neW regulations will require report-
ing of how social service funds are used. The Committee ex-
pects the Secretary to have available detailed information on
how social service funds are being spent and on their
effectiveness.

After having expressed the hope that steps would be taken to limit
the scope of the social service program it was surprising to hear so
many in Congress then condemn the Department when it issued regu-
lations to meet that very objective. What made it even more surprising
was the charge leveled by some that the regulations had violated "the
intent of Congress." After having read the entire legislative history
of the social services program, including Title III of the recently en
acted State and Local Fiscal Assistance Act of 1972 (PL 92-512), 1
am firmly convinced that for the first time regulations were issued
which approximated Congressional intent in the operation and scope
of the social services program. Secretary Weinberger agreed, observ-
ing that in the past "what Congress truly intended was not well
enunciated in regulations of our Department nor followed in its ad-
ministration of the program." The proposed regulations, it would
seem, have taken a major step toward meeting the basic objectives of
social services; objectives which by and large had been distorted over
the years.

There is no question that the social services program had been dis-
torted and among the distortions were the following as spelled out by
Secretary Weinberger during an appearance before the Finance
Committee:

1. Following enactment of the 1962 and 1967 amendments
to the act, new provisions allowed the purchase of services for
eligible recipients from State and local agencies other than
the welfare department and from private agencies. While
use of other agencies for the provision of services is not objec-
tionable in and of itself, this segment of the program became
the source of many abuses.

2. Another example of this distortion was the practice of
accepting eligibility determination on a group basis. Model
Cities areas, for instance, were often "blanketed" in making
every individual, regardless of his income, employment status
or needs, eligible to receive free social services if he lived
within the geographic limits of the Model Cities neighbor-
hood. Group eligibility precluded program accountability by
making it impossible to allocate expenditures only to those
eligible for them. This lack of accountability subverted the
goal of the act-making services available to those who need
them most to enable them to get off welfare.
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3. TLb lack of definition of "family services" in the 1967
Social Security Act amendment served as another important
incentive to program growth. Almost every service, aid, or
program, designed to help anyone, became a "social service",
eligible for 75 percent Federal matching. Thus many States
began claiming as "social services' everything from parole
and probation counseling to meals served sn community
settings.

4. Finally, the lack of any kind of maintenance-of -effort
provision in the law or regulations allowed the States, with
Fc.(leral matching, to refinance programs which they had
traditionally supported entirely out of State funds.

The result, according to the Secretary, was a "social services pro-
gram which had been allowed to finance a broad range of services
without much regard for whether they were focused on public assist-
ance recipients or whether the services were designed to make welfare
families independent of welfare payments and persons in the adult
welfare categories more self-sufficient."

If our objective is to reduce welfare dependency among welfare
recipients, especially among those receiving aid under the AFDC
program, then the steps taken by the Department to concentrate funds
in the effort to meet that objective were correct.

Yet, some in Congress have challenged the regulations of the Depart-
ment insisting that they would do serious damage to the efforts to
reduce dependency.

Clearly, what we have here is the outline of major debate over the
scope of the social services program.

The Administration is convinced, and I think the record supports
their position, that the intent of social services has been to reduce the
dependency of current welfare recipients or those in danger of becom-
lng dependent through services which relate to their needs.

On the other hand, those who have challenged the Department's
position are contending that social services were designed to not only
serve current recipients, but former and "potential" recipients as well.
In addition, they argue that the scope of services should include serv-
ices which would "help recipients cope with and overcome day-to-day
problems, strengthen their everyday life, and increase their self-
confidence in addition to those services designed to insure employment."

By expanding the scope, however, of the social services program to
include often vague and undefined services and by extending'partici-
pation to an enlarged non-welfare related clientele, the conditions are
created for abuse and inefficiency.

In my opinion, those who seek to overturn the Department's position
have mis-read the history of the social services program. It is my view
that Congress established a policy designed to dehiver services to those
on welfare in an effort to reduce their dependency.

Yet we are asked to adopt without much discussion a legislative pro-
posal which would, in effect, erode that basic commitment and per-
petuate the abuses of the past.

The Social Services Amendments of 1973

The Committee amendment, the Social Services Amendments of
1973, if enacted into law, would effectively cripple, if not end, the



efforts by the Administration to restore the social service program to
its rightful role; that is, to serve those on welfare, or close to it. In
other words, to serve those who are the neediest.

Instead of correcting the abuses of the past, the Committee amend-
ment seeks to legitimize those abuses by statute.

To be specific, the Committee amendment would:
1. Expand the goals of social services to include community and

institutional care in addition to self support and family care.
2. Allow States to delegate the determination of eligibility to other

agencies who are providing services.
3. Defines eligibility of former recipients as anyone who has re-

ceived assistance within the past two years.
4. Defines the eligibility of "potential" recipients as individuals

who are likely to become applicants for assistance in the next fie
years.

5. Establishes as an income test for "potential" recipients the mini-
mum living standard budget as determined by the Department of
Labor. This test would make available free services to almost all
families with incomes under $7,000.

In addition, it would make eligible for free day care to every family
in this country with incomes of $10,582 and in some areas this service
would be provided without cost to families of four with incomes as
high as $12,000.

6. Permits the States to provide the following defined services:
Day care services for children.
Day care services for children with special needs.
Services for children in foster care.
Protective services for childreii.
Family planning services.
Protective services for adults.
Services for adults in foster care.
Homemaker services.
Chore services.
Home delivered or congregate meals.
Day care services for adults.
Health related services.
Home management and other functional educational services.
Housing improvement services.
Legal services (unrestricted as to the type of legal services).
Transportation services.
Educational and training services.
Employment services.
Informational and referral services.
Special services for the mentally retarded.
Special services for the blind.
Special services for the emotionally disturbed.
Special services for the physically handicapped.
Services for alcoholism and drug addiction.

7. Requires the approval by HEW of other services requested by

the State except upon finding that such services are inconsistent
with the goals of the social service program.
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8. Allows Federal Financial Participation for costs of medical and
mental health diagnosis and consultation when necessary to carry out
service responsibilities.

9. Permit group eligibility to be extended, at the discretion of the
State, to migrants and Indians, and, with the approval of the Secre-
tary, to other groups as defined by the States.

10. Permit states to include in the State's match any private contribu-
tions including in-kind contributions, donated on an unrestricted basis.

11. Increases from 10 percent to 25 percent the amount of service
funds that each state may spend on former and "potential" recipients.

The Committee amendment would clearly permit, under the color of
law, the very same abuses which occurred under existing regulations.

It would permit Federal reimbursement for a wide range of activi-
ties many of which are unrelated to combating welfare dependency.

It would extend the opportunity for participation to those not on
welfare by defining "potential" recipients as anyone likely to become
dependent within a five year period. This is the very same definition
which resulted in the expansion of services many of which were unre-
lated to reducing welfare dependency.

It would establish in law a long list of services many of which are
vague and undefined.

By extending the determination of eligibility to other agencies the
responsibility for accountability and control would be severely
diminished.

And finally, it would erode the amount of funds available to meet
the needs of current welfare recipients.

In essence, the Committee amendment fails to reform the current
abuses of the social services program, and instead continues them. It
also fails to re-direct the social services program to better serve its
original and basic goal; the rehabilitation of those on welfare.

It fails because the architects of the amendment evidently believe
in a different conception of the social services program. In this context,
then, we need to consider very carefully the imapications of the com-
mittee amendment as it relates to our policy toward welfare.

At the heart of the debate over social services is the issue of
dependency.

There are those who believe that it is the policy of the Federal gov-
ernment to provide services to those on welfare, or close to it, to assist
them in becoming less dependent.

On the other hand, the supporters of the Committee amendment
apparently believe it is the policy of the Federal government to not
only assist those on welfare but those not on welfare as well on the
theory that without services they might become dependent.

But if services are extended to a segment of the population .not on
welfare, two fundamental questions must be raised:

First, are there any limits as to who may participate?
Second, are there any limits as to the kinds of circumstances in life

that would qualify for services in the name of avoiding welfare
dependency?

These are difficult questions, but they must be confronted, for they
are basic to determining the nature of'the social services program.

Apparently, the authors of the amendment have concluded that the
limits onI participants and services ought to be minimal. If this is cor-



rect how can it be argued that social services reduce dependency when
in fact all we are doing is extending that dependency, in a different
form, to more and more people.

If we accept the rather novel proposition that to avoid dependency
we must extend dependency then we will have surely created the con-
ditions for greater claims on Federal funds to provide increased num-
bers of services. And under these conditions pressure will mount to lift
the current $2.5 billion ceiling on social services expenditures.

The prospect of a broad social services program as envisioned by
the Committee amendment is disheartening for such a program reduces
our basic commitment to those who need services the most by extend-
ing services to some who need them the least.

What the committee amendment proposes has momentous implica-
tions for social services in particular and our welfare policies in gen-
eral. In this respect we have an important opportunity to not only pass
judgment on the committee amendment but to determine, perhaps, the
future direction of the social services program.

Social Services: Are They the Answer?

In debating the issue as to the scope of the social services program
we need to also consider whether social services, as a tool, is the an-
swer to reducing welfare dependency.

We are told, with computerlike regularity, that social services can
resolve welfare dependency. But the evidence seems to contradict that
view.

For example, a recent GAO report noted that:

Social services had only a minor impact on directly helping
recipients to develop and use the skills necessary to achieve re-
duced dependency or self-support. Therefore, one of the basic
Congressional goals for the services-that they help people
get off welfare--has not been achieved.

It is unrealistic to expect that social services can play a
major role in helping recipients achieve reduced dependency
or self-support, considering the nature of services, the method
for determining who should receive certain services, and pres-
ent economic constraint.

And, Joseph HIefferan, in an article appearing in a study issued by
the Joint Economic Committee, argued:

Recent studies of the efficacy of social services have re-
vealed that even when services are offered under nearly
ideal circumstances-by highly educated professionals sery-icing small caseloads which are especially selected for their
suitability for casework intervention-clients are likely to
regard the service as vanu and pleasant but irrelevant.
Further, the services make no significant impact on welfare
caseloads. The studies showed no reduction in caseload in-
creases or duration as a result of dollars spent on service
delivery. These studies collectively have challenged the basic
premise of the service strategy, for they have failed to dem-
onstrate a connection between service intervention and the
recipient quitting relief.
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Finally, Congresswoman Martha Griffiths. Chairman of the Sub-
committee on Fiscal Policy of the Joint Economic Committee,
argued that:

For Years the Congress was told that more social services
would reduce welfare dependency. The statute says that
services are to promote "self-support and personal independ-
ence" and "to prevent or reduce dependency." There was little
evidence for this claim at the time and, despite the massive
infusion of Federal funds, there is still no confirming evi-
dence. Theoretically, the increase in service money sneould
have reduced the welfare caseload, but in fact the welfare
caseload has burgeoned. It has been difficult to measure effec-
tiveness carefully because to date no one has known on what
the money was being spent and who was receiving the services.
It is bard to see the connection between the extremely broad
group of social services that currently can qualify a State
for Federal matching on the one hand and the reduction of
dependency on the other. The plight of welfare recipients
and the cost of welfare to the taxpayers seem to have been
used as a pretext for claiming Federal dollars.

These and other commentaries have raised profound questions as
to the validity of the service strategy in eliminating dependency on
welfare.

Yet, I would be the first to admit that the jury is still out on social
services since the basic concept has yet to be fully developed, imple-
mented, and competently administered.

What is needed therefore is a full scale review of social services as it
relates to welfare.

With all we know about social services at this point, Congress should
not be too eager to seemingly approve so quickly legislation which
would seek to not onlv continue the same old approach to welfare, but
the abuses as well.

Conclusion

In enacting a social services program Congress clearly intended to
provide Federal funds. on a matching basis, to the States to enable
state welfare agencies to deliver services of a casework nature to wel-
fare recipients. The objective was to provide services which were
related to the reduction of welfare dependency.

But because of loose regulations and vague definitions of services
and participants, the basic scope of the program was dimineanca.

Instead of being focused on those on welfare or those in danger of
becoming dependent, the social services program became as Secretary
Weinberger termed it, "an almost universal services program to be
used to combat a wide variety of society's problems."

The result was a program whose fiscal demands became insatiable,
finally fo ilg the ('ongrees to enact a ceiling.
In doing so it expressed through different forms the hope that the

social services programs would be controlled and re-directed.
The Department of Health, Education, and Welfare determined

then that it must, at long last, organize the social service program in
such a way as to meet its basic responsibilities to those on welfare.



279

The regulations it proposed were intended to reverse the disintegra-
tion in this program by re-directing it to its initial goal.

These regulations were intended to direct services to:

. . . persons receiving benefits through the AFDC pro-
gram to increase the employment of heads of AFDC
families.

* . . persons receiving public assistance or with incomes
which placed them in a position that was likely to lead them
to dependence on public assistance.

While the regulations are by no means perfect, they do reform the
abuses of the past.

The reaction to these regulations and subsequent modifications has
been intense, however.

The alternative, at this point, is the Committee amendment, which
I believe does nothing but revert the social services program to the
wide open program that has characterized it in the past.

I am not satisfied that the Committee amendment is a reasonable
alternative given the intent of Congress in establishing a social service
program.

The Committee amendment is a form of reaction to attempts by the
Administration o reform social services, but reaction is not enough.

We need to reexamine the basis for social services and how they re-
late to reducing welfare dependency.

We also need to re-think the relationship of social services to welfare
in general.

In short, we need to develop a new conception of social services to
meet current needs and to determine, through careful consideration,
who should receive the benefits of social services.

It is time to review social services under conditions which will pro-
duce a commitment between Congress and the Executive so that what-
ever objectives are formulated will have a chance for success.

To mandate into law a view of social services that is in direct con-
flict with the legislative history of this program without broad con-
sideration would be a serious mistake.

It is time for reform and re-direction. Reaction without reform is
unacceptable. PAU . FANNIN.

CLIFFORD P. HANSEN.


