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SOCIAL SECURITY

THURSDAY, APRIL 20, 1965

U.S. SENATE,
ComMurTTEE ON FINANCE,
Weashington, D.C.

The committece met, pursuant to notice, at 10 a.m., in room 2221,
New (?enate Office Building, Senator Harry Flood Byrd (chairman)
presiding,. o

Present : Senators B{{rd, Long, Smathers Andersoni Douglas, Gore,

Talmadge, McCarthy, Hartke, Ribicoff, Williams, Carlson, and Curtis.
Also present: Elizabeth B. gpringer chief clerk,
Senator Lona. The chairman will be a few minutes late. He has

asked that I chair the meeting temporarily until -he arrives. The
hegri)ng today is on the Social Security Amendments of 1965 (H.R.
6675). ‘ :

(A copy of thebill follows:)

[H.R. 6675, 80th Cong., 1at sess.],

AN ACT To provide a hospital insurance program for the aged under the Soclal Security
Act with a supplementary health benefits program and an expanded I;)1-0 ram of medical
assistance, to increase benefits under the Old-Age, Survivors, and ‘Disability Insurance
System, to improve the Federal-State public assistance programs, and for other purposes

Be it enacted by the Senate and House "% Representatives of the
United States of America in Congress assembled, That this Act, with
the following table of contents, may be cited as the “Social Security

Amendments of 1965, .
TABLE OF CONTENTS

MiTLR I—HEAuTH INSURANCE FOR TIHHE AGPD AND MEDICAL ASBISTANCE

SEC, 100, Short title.
PART 1—HEALTH INSURANCE RENEFITS FOR THE AGED

Skc. 101. Entitlement to hospital insurance benefits,
SEC. 102, Hospital {nsurance benefits and supplementary health insurance benefits.

Ti1TLB XVIII—HEALTR INSURANCE FOR THH AGED

SEC. 1801. Prohibition agalnst any Federal interference.
SecC. 1802, Free choice by patient guarantecd.
Skc. 1803. Option to individuals to obtain other health insurance protection,

PART A—HOSPITAL INSURANCE RENEFITS FOR THR AGED

Sec. 1811, Description of program,
Sec. 1812, Scope of benefits,
SEeC. 1813, Deductibles.
S8EeC. 1814, Conditions of and limitations on payment for services.

i(a) Requirement of requests and certifications.

b) Reasonable cost of services.

i(c) No payments to Federal providers of services,

i(d) Payments for emerfency hosPltal services.,
e Paymexl:lt ltbolf“input ent hospitnl services prior to mnotificatlon of
nonel . .
SEC. 1818, Payment to providers of services.
SEC. 1816, Use of public agencles or private organizations to facllitate payment to
providers of services,

Sec. 1817. Federal hospital ingurance trust fund.
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. . . o '. SHORT TITLE .
8Eo. 100, This title may be clted as the “Health Insnranee tor the Agod Act,"
PART 1—HEALTH INSURANCE BENEFITS FOR THE AGED
nnmmusnr TO HORPITAL INSURANCE BENEFITS

Sro. 101, 'I‘Itle IX.of the Soclal Security Act is amended by addlng -at tho
end thereof the following new section: .

“nmrrmum'r TO HOSPITAL INSURANCE BENEFITS

“8z0, 226. (a) Bvery individual who— .
' (1) hasattained the age of 65, and

"\ 7-140—65—pt. 1——3
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“(2) Is entitled .to monthly insurance beneﬂts under sectlon 202 or {s
a qualified railroad retirement beneficlary,:. . ;.

shall be eniitted to hospital insurance benefits urider’ part A Qt tme XV 11 for
each month for which he meets the condition specified in paragraph’ (2), be-
ginning with the first: month after June:1966. for whlch he meets the conditlons
specified in paragraphs (1) and (2). -

“(b) For purposes of subsection (a)—

(1) entiflement ‘of ‘an frdividual to hospital Insurance benefits for a

month' shall' consist of entitlement to have payment mdde under, and sub.

ject to the limitations in,.part A of title XVIII 6n his behalf for, inpatient
hospital services, post-hospital extended care services. post-hospltal home
health services, and outpatient hospital diagnostic services (as such terms
are defined in part C of title XVIII) furnished him in the United States dur-
ing such month; except that (A) no such payment’ may be made for post-
hospital extended care services furnished -beéfore January 1967, and (B) no
such payment may be made for post-hospital extended care servlces or post-
hospital home health services unless the discharge from the hospital required
to qualify sueh services for payment under part A of title XVIII'occurred
after June 30, 1966, or on or after the ﬂrst day of the month in which he
attains age 65, wh(chever islater; and
“(2) an individual shall be deemed entitled to monthly insumnce benefits
"~ under section' 202, or to be a qualified rallroad retirement beneflclary, for
the month in which he died if he would have been entitled to such benefits,
or would have been a qualified railroad retirement beneficlary, for such

month had he died in the next month. .

“(c) For purposes of this section, the term ‘qualified railroad retirement béne-
ficlary' means an individual whose name has been certified to the Secretary
by the Railroad Retirement Board. under section 21 of the Rallroad Retirement
Act of 1937. An'Individual shall cease to be & qualiﬁed railroad retirement
beneficlary at the close of the -month' preceding the month which 1s cértified
by the Railroad Retirement’ Board as the month in which he ceased to meet
the requirements of section 21 of the Rallroad Retirement Act of 1937.

“(b) For entitlement to hospital insurance benefits in the case of - certain
uninsured individuals, see section 103 of the Soclal Security Mendments of
-1965.”

nospmu. INSURANCE BENEFITS AND svpnmmmmr :
HEALTH INSURANCE BENEFITS

Seo. 102, (a) The Soclal Securlty Act ls amended by adding after title XVII
the following new title:

“TITLE XVIII-HEALTH INSURANCH FOR THE AGED
“PROHIBITION AGAINST ANY FEDERAL mmmnnncs

“Seo. 1801. Nothing in this title shall be construed to authorlze any Federal
officer or employee to exercise any supervision or control over the practice of
medicine or the manner in which medical services are provided, or over the
selection, tenure, or compensationn of any officer or employee of any institu-
tion, agency, or person providing health gervices; or to exercise any supervision
or control over the administration or operation of any such institution, agency,
or person. , o ,
“FREE OHOICE BY PATIENT GUARANTEED

“Seo. 1802. Any individual entitled to insurance benefits under this title may
obtain health services from any institution, agency, or person qualified to par-
ticipate under this title if such institution, agency, or person undertakes to pro-
vide him such services.

“OPTION TO INDIVIDUALS TO OBTAIN OTHEB HEALTH INSURANCE PROTECTION

“Seo. 1803. Nothing contained in this title shall be construed to preclude any
State from providing, or any individual from purchasing or otherwise securing,
protection against the cost of any health services.
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“PART A—HO08PITAL INSURANCE BENFFITS FOR TIIE AGED
e “DESCRIPTION 'OF PROGRAM

 “SE¢. 1811. The insurance program for which entitlement is established by
gectlon 220 provides bastc protection against the costs of hospital and related
post-hospital services in ‘accordance with this part for individuals who are age
65 or over and are entitled to retirement benefits under title IL of this Act or
under the railroad retirement system. ‘

““8COPE OF BENEFITS

“8£0.-1812. (a) The benefits provided to an individual by the insurance pro-
gram under this part shall cousist of entitlement to have payment made on his
behalf (subject to the provisions of this part) for— ‘ , _

“'1“(1) inpatient hospital ‘services for up to 60 days during any spell of
ness ; o ! ; )

“(2) post-hospital extended care services for up to 20 days (or up to 100
days in certain circumstances) during any spell of fllness;

(3) post-hospital home health services for up to 100 visits (during the
one-year period described in section 1861(n)) after the beginning of one
spell of iliness and before the beginning of the next; and

“(4) -outpatient hospital diagnostic services. . .

“(b) Payment under this part for services furnished an ‘individual during a
spell of 1llness may not (subject to subsections (c¢) and (d)) be made for—

" “(1) inpatient hospital services furnished to him during such spell after

- such services have been furnished to him for 60 days during such spell; or

#(2) post-hospital extended care services furnished to him during such
spe}} after such services have been furnished to him for 20 days during such
spell.’ © . . , ] .

" %(e) The 20 days provided by subsection (b)(2) shall be increased (but by
hot more than 80 days) by twice the number by which the days for which the
individual has already been furnished inpatient hospital services in the spell of
illness are less than 60.  The individual may terminate thy application of this
gubsection with respect to any day (and the remaining days in the spell of {ll-
ness) by an election made at such time and in such manner as may be prescribed
by regulations. If the number of days of post-hospital extended care services in
the spell of illness has been increased pursuant to this subsection, a corresponding
reduction (on the basis of one day of inpatient hospital services for each two
days of post-hospital extended care services in excess of 20 plus, where the num-
ber of such days of post-hospital extended care services is an odd number, one
day of inpatient hospital services) shall be made in the number of days allow-
able under subsectlon (b) (1) for the same spell of illness.

“(d) If an individual is an inpatient of a tuberculosis hospital on the first
ddy of the first month for which he is entitled to benefits under this part, the
days on which he was an inpatient of such a hospital in' the 60-day period
immediately before such first day shall be inclided in determining the 60-day
1imit under subsection (b) (1). o x : :

“(e) Payment under this part may be made for post-hospital home. health
services furnished an individual only during the one-year period described in
section 1861(n) following his most recent hospital discharge which meets the
requirements of such sectlon, and only for the first 100 visits in such period.
The number of visits to be charged for purposes of the limitation in the preceding
sentence, in connectlon with items or services deseribed in section 1861 (m), shall
be determined in accordance with regulations. )

“(f£) For purposes of subsections (b), (¢), (d), and (e), inpatient hospital
services, post-hospital extended care services, and post-hospital home health serv-
jces shall be taken into account only if pryment is or would be, except for this
section or the failure to comply with the request and certification requirements
of or under section 1814(a), made with respect to such services.under this part.

“(g) For definition of ‘spell of iliness’, and for definitions of other terms used
in this part, see section 1801, : ' .

& “DEDUCTIBLES

“QE0. 1818, (4) (1) Payment for inpatient hospital services furnished an in-

dividua) ddring any spell of illness shall be reduced by a deduction equal to the

inpatient hospital deductible; except that.such deductible shall itself be reduced
by any deduction imposed under paragraph (2) with respect to a dlagnostic study
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by the same hospital whict began before but did not end more than 20 days before
the first day of such spell of fllness or, if less, the charges imposed with respect
to t‘llxetlnéllv!dual for the outpatient hospital diagnostic services provided during
such study.-

“(2) Paymert for outpatient hospital diagnostlc services furnlshed an in-
dividual during a diagnostic study shall be reduced by a deduction equal to one-
half of the inpatient hospital deductible which is applicable to spells of illness
beginning in the same calendar year as such diagnostic study. For purposes
of the preceding sentence and paragraph (1), a dlagnostic study for any indi-
vidual consists of the outpatient hospital diagnostic services provided by (or
under arrangements made by) the same hospital during the 20-day perlod be-
ginning on the first day (not included in a previous diagnostic study) on which
he is entitled to hospital insurance benefits under section 228 and on which
outpatient hospital diagnostic services are furnished him, ‘

“(3) Payment to any provider of services under this part for services furnished
an individual during any spell of illness shall be further reduced by an amount .
equal to the cost of the first threepints of whole blood furnished to him as part
of such services during such spell of illness. -

“(b) (1) The inpatient hospital deductible which shall be applicable for the
purposes of subsection (a) shall be $40 in the case of any spell of {llness or
dlagnostic study beginning before 1969.

“(2) The Secretary shall, between July 1 and October 1 of 1968. and of each
year thereafter; determine and promulgate the inpatient hospital deductible
which shall be applicable for the purposes of subsection (a) in the case of any
spell of iliness or diagnostic study beginning during the succeeding calendar
year. Such inpatient hospital deductible shall be equal to $40 multiplied by
the ratio of (A) the current average per diem rate for inpatient hospital serv-
ices for the ¢alendar year preceding the promulgation, to (B) the current average
per diem rate for such services for 1966. Any amount determined under the
preceding sentence which is not a multiple of $5 shall be rounded to the nearest
multiple of §5 (or, if it {s midway between two multiples of §5, to the next higher
multiple of $5). The current average per diem rate for any year shall be deter-
mined by the Secretary on the basis of the best information available to him
(at the time the determination {s made) as to the amounts paid under this part
on account of inpatient hospital services furnished during such year, by hospitals
which have agreements in effect under section 1866, to individuals who are en-
titled to hospital insurance benefits under section 226 plus the amount which
weuld have been 8o paid but for subsection (a) (1) of this section.

“CONDITIONS OF AND LIMITATIONS ON PAYMENT FOR SERVIOES
Requlrement ot Requests and Certifications

“Sro. 1814. (a) Except as provlded in subsection (d), payment for services fur-
nigshed an individual may be made only to provlders of rervices which are
eligible therefor under gection 1868 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, within such time, and by such
person or persons as the Secretary may by regulation prescribe;

“(2) a physician certifles {and recertifies, where such services are far-
nished over a period of time, in such cages, with such frequency, and an-
companied by such supporting material, appropriate to the case involved,
as may be provided by regulations, except that the first of such recertifice-

. tlons shall be required.in each case of inpatlent hospltul gervices not later
- - than the 20th day of such period) that—

_ “(A) in the case of inpatient hospltal servlces (other than inpatient
'tubercnlosig hospital services). such services are or were required to be
‘given on an inpatlent basis for snch indlvldual’e medical tréatment, o
that inpatient diagnostic study s or was medi cally »equired and such
gervices are or wei s uecessary for such purpose ;

“(B) in the case of inpatient tuberculosis hosplial servlces, sueh
. services are or were required to be given on an inpeatient basis, by or

* under the supervision of a physiclan, for *he treatment of an individual

- for tuberculosis; and such treatment “an or could reasonably be expected

’ to (1) improve the condition of which such traatment. ia or Was neces-

gary or (11) ‘render the condit'on noncommuniceble; - , )
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“(0) in the case of post-hospital extended care services, such services
are or were required to be given on an inpatient basis because the in-
dividual needs or needed skilled nursing care on a continuing basis for
any of the conditions with respect to which he was recelving impatient
hospital services (or services which would constitute inpatient hos-
pital services if the institution met the requirements of paragraphs
(6) and (8) of section 1861(e)) prior to transfer to the extended care
facllity 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 recelving such
inpatient hospital services;

“(D) in the case of post-hosy.!tal home health servlces. such services
are oF were required because the individual is or was conflned to his
home (except when recelving items and services referred to in section
1861 (m) (7)) and needed skilled nursing care on an intermittent basis,

“or physical or speech therapy, for any of tha conditions with respect to

. whi¢ch he was recelving inpatignt hospital services (or services which
would constitute inpatient hospital services. if the institution met the
requirements of parvagraphs (6) and (8) of section 1861(e)) or post-
hospital extended care services; a plan for furnishing such services to
such individual has been established and is periodically reviewed by a
physician; and such servl nished while the individual
was under the care of a phfsician; or
T (W) in 'the cage”’of outpatient hospital dia tic servlces, such
gervices are or were requlired for diagnostic study ;

; “(8) in the casp’of inpatlent tuberculosis hospital servi the servlcee
;are those which the records of the hosgitat4udicate were fu shed to the

v ee,s r further t-hosr: il ex-
e not thedically decessary y/except

e, payyuent ulay Le Aade for syéh serv-

1 ; day after.the day'on ¢ ‘i:lch the hgSpital or
extended care % may be) recelved notice of spch Ainding,

!l‘o the extent provided by" regulations, the certifization and recoetification re-
quirements of paragrap\(2) shall be deemed nai:sfled where at a later date,

~ a physiclan makes certificatien, of the kind provided in subparfigraph (A), (B),
(C), (D), or (E) of paragraph-(2) (\vhlchever would bave applled), but only

where gich certification is actompd e cal and ‘other evldence as
mayberequjredbysuchregulauons. e T

e "Reasonable Oost of Services RS

(b) 'rhe amount patd to' any provlder ‘of servlces with réspect to servlces
lor which payment may be made under:this part shall: be the reasonable cost
ﬁuch sérvlees, as determinrnd nnder section 1861(v). S

S o ey e a

. "'f D "No Payi:ghits td Federal Provide;'s of Servlces UL L 1

Y "(é) No pa‘ymené may 1 ;made tfnder this part (except under subsecuon (d))
to any Federal'provider of services, except a provider of services which the Secre-
-tary deterrhines is providing mfvlces to’ the ‘public generally. as & community
'lm;titutlon or agenéy, ard nb auch pnyment may be made to anyzpmvlder ot serv-

PN i
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‘ices for any item or service which such provider is obligated by a law of, or a

contract with, the United States to render at public expense.
' “Payments for Emergency ‘Hospital Services

“(d) Payments shall also be made to any hospital for inpatient hospital serv-
ices or outpatient hospital dlagnostic services furnished, by the hospital or under
arrangements (as deflned in section 1861(w) ) with it, to an individual entitled
to hospital insurance benefits under section 226 even though such hospital does
‘not have an agreement in effect under this title if (A) such services were emer-
gency services and (B) the Secretary would be required to make such payment
if the hospital had such an agreement in effect and otherwise met the conditions
of payment hereunder. Such payments shall be made only in the amounts pro-
vided under subsection (b) and then only if such hospital agrees to comply, with
rggg?ct to the emergency services provided, with the provisions of section
1 a).

‘“Payment for Inpatient Hosbital Services Prior to Notlfication of Noneligibility

“(e) Notwithstanding that an individual is not entitled to have payment made
under this part for inpatient hospital services furnished by any hospital, payment
shall be made to such hospital (unless it elects not to receive such payment or,
if payment has already been made by or on behalf of such individual, fails to
refund such payment within the time specified by the Secretary) for such services
which are furnished to the individual prior to notification to such hospital from
the Secretary of his lack of entitlement, if such payments are precluded only by
reason of section 1812 and if such hospital complies with the requirements of and
regulations under this title with respect to such payments, has acted in good faith
and without knowledge of such lack of entitlement, and has acted reasonably in
assuming entitlement existed. Payment under the preceding sentence may not be
made for services furnished an individual pursuant to any admission after the
6th elapsed day (not including as an elapsed day Saturday, Sunday, or a legal
holiday) after the day on which such admission occurred.

“PAYMENT TO PROVIDERS8 OF SBERVICES

“Seo. 1815. The Secretary shalt periodically determine the amount which should
be paid under this part to each provider of services with respect to the services
furnished by it, and the provider of services shall be patd, at such time or times
as the Secretary belleves appropriate (but not less often than monthly) and
prior to audit or settlement by the General Accounting Office, from the Federal
Hospital Insurance Trust Fund, the amounts so determined, with necessary
adjustments on account of previously made overpayments or underpayments;
except that no such payments shall be made to any provider unless it has fur-
nished such information as the Secretary may request in order to determine the
amounts due such provider under this part for the perlod with respect to which
the amounts are being paid or any prior period.

“‘UBE OF PUBLIO AGENCIES OR PRIVATE ORGANIZATIONS TO FACILITATE PAYMENT TO
PROVIDERS OF SERVICES

“SEc. 1816. (a) If any group or assoclation of providers of services wishes to
have payments under this part to such providers made through a national, State,
or other public or private agenecy or organization and nominates such agency
or organization for this purpose, the Secretary is authorized to enter into an
agreement with such agency or organization providing for the determination by
such agency or organization (subject to such review by the Secretary as may
be provided for by the agreement) of the amount of the payments required pur-
suant to this part to be made to such providers, and for the making of such pay-
ments by such agency or organization to such providers., Such agreement may
also include proviston for the agency or organization to do all or any part of the
following: (1) to provide consultative services to institutions or agencles to
enable them to establlsh and mafntain fiscal records necessary for purposes of this
part and otherwise to qualify as hosptials, extended care facilities, or home health
agencies, and (2) with respect to the providers of services which are to receive
payments through it (A) to serve as a center for, and communicate to providers,
any information .or instructions furnished to it by the Secretary, and serve as a
channel of communication from providers to the Sceretary; (B) to make such

'
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audits of the records of providers as may be necessary to insure that proper
payments are made under this part; and (C) fo perform such other functions
as are necessary to carry oui this subsection. . . '
" *(b) The Secretary shall not enter into an agreement with any agency or
organization under this section unless he dnds (1) that to do so Is consistent with
the effective and eficient administration of this part, (2) that such agency or
organization is willing and able to assist the providers to which payments are
made through it under this part in the application of safeguards against unneces-
sary utilization of services furnished by them to individuals entitled to hospital
insurance benefits under section 226, and the agreement provides for such assis-
tance, and .(8) such agency. or organization agrees to furnish to the Secretary
such of the information acquired by it in carrying out its agreement under this
:g(izgion z;s the Secretary may find necessary in performing his functions under
part. o

“(c) An agreement with any agency or organization under this section may
contain such terms and conditions as the Secretary finds necessary or appropriate,
may provide for advances of funds to the agency or organization for the making
of payments by it under subsection (a), and shall provide for payment of such
of the cost of administration of the agency or organization as is determined by
the Secretary to be necessary and proper for carrying out the functions covered
by the agreement. ) )

“(d) If the nomination of an agency or organization as provided in this section
is made by a group or association of providers of services, it shall not be binding
on members of the group or association which notify the Secretary of their elec-
tion to that effect. Any provider may, upon such notice as may be specified in
the agreement under this section with an agency or organization, withdraw
its nomination to receive paymeuts through such agency or organization. "Any
provider which has withdrawn its nomination, and any provider which has not
made a nomination, may elect to recelve payments from any agency or organiza-
tion which has entered into an agreement with the Secretary under this sec-
tion if the Secretary and such agency or organization agree to it.

“(e) An agreement with the Secretary under this section may be terminated—

“(1) by the agency or organization which entered into such agreement at
such time and upon such notice to the Secretary, to the public, and to the
providers as may be provided in regulations, or ’ )

“(2) by the Secretary at such time and upon such notice to the agency
or organization, to the providers which bave nominated it for purposes of
this section, and to the public, as may be provided in regulations, but only
{f he finds, after reasonable notice and opportunity for hearing to the agency
or organization, that (A) the agency or organization has falled substantially

_ to carry out the agreement, or (B) the continuation of some or all of the
functions provided for in the agreement with the agency or organization is
disadvantageous or i inconsistent with the eficlent administration of this

pard :

“(f) An agreement with an agency or organization under this section may re-
quire any of its officers or employees certifying payments or disbursing funds pur-
suant to the agreement, or otherwise participating in carrying out the agreement,
to give surety bond to the United States in such amount as the Secretary may
deem appropriate. . ' !

“(g) (1) No individual designated pursuant to an agreement under this
section as a certifying officer shall, in the absence of gross negligence or intent
to defraud the United States, be liable with respect to any payments certified
by him under this section. ‘ o
_.“(2) No disbursing officer shall, in the absence of gross negligence or intent
to defraud the United States, be liable with respect to any payment by him
under this section if it was based upon 'a voucher signed by a certifying officer
designated as provided in'paragraph (1) of this subsectlon.

FEDERAL HOSPITAL' INSURANCE TRUST FUND = '

“Skc. 1817. (a) There is héreby created on the books of the Treasury of the
United States a trust fund to be known as the ‘Federal Hospital Insurance Trust
Fund’ (hereinafter in thig section referred to as the “Frust Fund’). The Trust
‘Fund shall consist of such amounts as may be deposited in, or appropriated to,
such fund as provided in this part. There ar¢ hereby appropriated to the
Trust Fund for the fiscal year ending June 30, 1906, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of—
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(1) the taxes imposed by sections 8101(b) and 3111(b) of the Internal
Revenue Code of 1054 with respect to wages reported to the Secretary
of the Treasury or his delegate pursuant to subtitle F of such Code after
December 31, 1065, as determined by the Sccretary of the Treasury by
applying the applicable rates of tax under such sectlons to such wages,
whlch wages shall be cortificd by the Secretary of Health, Edueatlon, and
Welfare on the basis of records of wages established and maintained by
the Stecretaéy of Health, Education, and Welfare in accordance with such
reports; an

(2) the taxes imposed by sectton 1401(b) of the Internal Rovenue Oode
of 1054 with respect to self-employment income reported to the Secretary
of the Treasury or his delegate on tax returns under subtitle ¥ of such
Code, as determined by the Secretary of the Treasury by applying the
applicable rate of tax under such sectlon to such self-employment income,
which self-employment income shall be certified by the Secretary of Health,
Education, and Welfare on the basls of records of self-employment estab-
lished and maintained by the Secretary of Health, Education, and Welfare
in accordance with such returns.

The amounts appropriated by the preceding sentence shall be transferred from
time to time from tho general fund In the Treasury to the Trust Fund, such
amounts to be determined on the basls of estimates by the Secretary of the
Treasury of the taxes, specified in the preceding sentence, paid to or deposited
into the Treasury; and proper adjustments shall be made tn amounts subse-
quently transferred to the extent prior estimates were in excess of or were less
than the taxes specified in such sentence. ‘

“(b) With respect to the Trust Fund, there i{s hereby created a body to be
known as the Board of Trustces of the Trust Fund (hereinafter in this section
referred to as the ‘Board of Trustees’) composed of the Secretary of the ''reasury,
the Secretary of Labor, and the Secretary of Health, Education, and Welfare, all
ex officlo. The Secretary of the Treasury shall be the Managing Trustee of the
Board of Trustees (hereinafter in thls section referred to as the ‘Managing
Trustee'). The Commissioner of Soclal Security shall serve as the Secretary
of the Board of Trustees., The Board of Trusteecs shall meet not less frequently
than once each year. Itshall be the duty of the Board of Trustees to—

(1) Hold the Trust Fund;

“(2) Report to the Congress not later than the first day of March of each
year on the operation and status of the Trust Fund during the preceding
fiscal year and on its expected operation and status during the current fiscal
year and the next 2 fiscal yeazs; ' ‘

“(8) Report immedlately to the Congress whenever the Board is of the
opinion that the amount of the Trust Fund 13 unduly small; and

“(4) Review the general policles followed In managing the Trust Fund,

 and recommend changes in such policles, including necessary ¢nanges in the
provlslo(:lw of law which govern the way in which the Trust “und is to be
managed.
The report provided for in paragraph (2) shall include a statement of the assets
of, and the disbursements wade from, the Trust Fund during the preceding fiscal
year, an estimate of the expected income to, and disbursements to be made from,
the Trust Fund during the current fiscal year and each of the next 2 flscal years,
and a statement of the actuarial status of the Trust Fund. Such report shall be
})rlnt%d as a House document of the scsslon of the Congress to which the report
8 made.

“(c) It shall be the duty of the Mannging Trustee to invest such portion of the
Trust Fund as {8 not, in hig judgment, required to meet current withdrawals.
Such investments may be made only in interest-bearing obligations of the
United States or in obligations guaranteed as to both principal and interest by the
United States. For such purpose such obligations may be acquired ‘81) on
original issue at the 1ssue price, or (2) by purchase of outatanding obligations at
the market price, The purposcs for which obligations of the United States may
be issued unde» the Second Liberty Bond Act, as amended, are hereby extended
to authorlze the issuance at par of public-debt obligations for purchase by the
Trust Fund. Such obligations issued for purchase by the Trust Fund shall have
maturities fixed with due regard for the needs ot the Trust Fund and shall
bear interest at a rate equal to the average market yleld (computed by the
Managing Trustee on the basls of market quotations as of the end of the calendar
month next preceding the date of such issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public debt which

¥
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are not due or callable until after tho expiration of 4 years from tho end of
such calendar month; except that where such average market yleld is not a
multiple of one—elghth of 1 per centum, the rate of interest on such obligations
shall be the multiple of one-eighth of 1 per centum nearest such market yleld.
The Managing Trustee may purchase other Interest-bearing obligations of the
United States or obligations guarantecd as to both principal and interest by the
United States, on original fssue or at the market price, only where he deterinines
that the purchase of such other obligations is in the public interest.

“*(d) Any obligations acquired by thoe Trust Fund (except pubile-debt obliga-
tlons Issued. axclusively to the Trust Fund) may be sold by the Managing Trustee
at the marget price, and such public-debt obligations may be redeemed at par
plus aceruedd interest.

‘*(o) The interest on, and the proceeds from the salo or redemption of, any
obligations held in the Trust Fund shall be credited to and form a part of the
Trust Fund.

“(£) (1) The Managing Truetee {8 directed to pay from time to tlme from the
Trust Fund into the Treasury the amount estimated by him as taxes imposed
under section 8101(b) which are subject to refund under section 6413(e) of tho
Internal Revenue Code of 1054 with respect to wages paid after December 81,
1005, Such taxes shall be determined on the basis of tho records of wages estab-
lished and maintained by the Sccretary of Health, Education, and Welfare in
accordance with the wages reported to the Secretary of the Treasury or his
delogate pursuant to subtitle F of the Internal Revenuoe Code of 1004, and the
Secretary sball furnish the Managing Trustee such information as may be re-
quired by the Trustee for such purpose. The payments by the Managing Trustee
shall be covered into tho Treasury as repayments to the account for refunding
internal revenuc collections,

“(2) Repayments made under pnmgraph (1) shall aot be available for ex-
penditures but shall be carried to tho surplus fund of tho Treasury, If it sub-
sequently appears that the estlinates under such paragraph in any particular
period were too high or too low, appropriate adjustments shall be made by the
Managing Trustee in future payments,

“(g) There shall be transferred .periodically (but not less often than once
each fiscal year) to the Trust Fund froin the Federal Old-Age and Survivors
Insuranco Trust Fund and from the Federal Disability Insurance Trust Fund
amounts equivalent to the amounts not previously so transferred which the
Secrectary of Health, Education, and Welfare shall have certified as overpay-
ments (other than amounts so certifled to the Railroad Retirement Board) pur-
suant to scctlon 1870(b) of this Act. There shall bo transferred periodically
(but not less often than once each fiscal year) to the Trust Fund from the Rail-
road Retirement Account amounts equivalent to the amounts not previously so
transferred which the Secretary of:Health, Education, and Welfare shall have
certifled as ovérpayments to the Rallroud Retirement Iioard pursuant to section’
1870(b) of this Act.

:%{h) Thoe Managing: Trustee shan also pay from tlme to time from the
Trust Fund such amounts as the Secrotary of Health, Education, and Welfare
certifles are necessary to make the payments provlded for by this part, and the
payments with reSpect to admlnlstratlve oxpenses in accordance with sectlon

201(g) (1).
v “PAB’I‘ B~—SUrpmumum HBAL'HI Iuaum\nos BXNEFITS FYOR THE AOED '

“EB'I‘ABLISHMENT or BUPPLEMENTARY HEAURII INSURANCE PROGRAM FOR THE AGED

"Ss:o 1881, There 1s hereby establlshed & voluntary insurance program to pro-
vide health insurance benefits in accordance with the provisions of this part
for individuals 65 years of age or over who elect to enroll under such program, to
be financed from premium. payments by enrollees together with confrlbutlona
from tunds approprlated by the Federal ovommont. ' o

“soom: or BENEFITS

“Sso 1832. (a) The benefits provided to an individual by the insumnce pro-
gram eatablished by this part shall consist of—
‘(1) entitlement to have payment made to him or on his beha!t (subject
to the provistona of this part) for—. o
“(A) physlclans services; and
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“(B) medlcal and other health services, except. those described Ir
paragra;ih (2) (C); and
“(2) entitlement to have payment made on his behalt (subject to the
provisions of this part) for —
“(A) inpatient psychiatric hospital servlces for 'up to 60 days ‘durin
a'spell of iliness;
“(B) home health services for up to 100 vlslts durlng a calendar year .
and
“(C) medical and other health services furnished by a provider of
services or by others under arrangements with them made by a provider
of services.
“(b) For definitions of ‘spell of fllness’, ‘medical and other health services’
and other terms used in this part, see section 1861,

“PAYMENT OF BENEFITS

“SEec. 1833. (a) Subject to the succeeding provisions of this section, there shall
be paid from the Federal Supplementary Health Insurance Benefits Trust Fund,
in the case of each individual who is covered under the insurance program
established by this part and incurs expenses for services with respect to which
benefits are payable under this part, amounts equal to—  °

‘ “(1) in the case of services described in section 1832(a) (1)—80 percent

of the reasonable charges for the services ; and
“(2) in the case of services described in section 1832(a) (2)-——80 percent
of the reasonable cost of the services (as determined under section 1861(v)).

“(b) Before applying subsectlon (a) with respect to expenses incurred by
an individual during any calendar year, the total amount of thé expenses incurred
by such individual during such year (which would, except for this subsection,
constitute incurred expenses from which beneﬂts»pavable under subsection (a)
are-determinable) shall be reduced by a deductible of $50; except that the amount
of the deductible for such calendar year as so determined shall first be reduced
by the amount of any expenses incutred by such individual ih:the last three
months of the preceding calendar year and applled toward such individual’s
deductible under this section for such preceding year. -«

“(c) Notwithstanding any other provision of this part, with respect to expenses
iicurred -in any calendar year'in connection with the treatment of - mental,
psychoneurotic, and personality disorders of an individual who i{s not an ln-
patient of a hospital at the time such expenses are incurred, there shall be con-
sidered as Incurred exXpenses for purposes of subsectlons (a) and (b) only
whichever of the following amounts is the smaller:

(1) $812.50, or
“(2) 6214 percent of such expenses,

-4(d) Notwithstanding any other provision of thls part expenses for whole
blood furnished to an individual in a hospital shall be considered incurred ex-
penses for purposes of subsections (a) and (b) only if he has alréeady been
furnished in the same spell of iliness 8 pints of whole bléod for which (except for
this subfection or section 1813(a) (8) ): payment would be made under this title.

““(e) No payment -may be made under this part with respect to any services
furnished an individual to the extent that such individual is enttiled (or would
be entitled except for section 1813) to have payment made with respect to such
services under part A.

“(f) No payment shall be made to dany provider of services or other person
under this part unless there has heen furnished such information as may be
necessary in order to determine the amounts due such provlder or other person
under this part for the period with respecl: to which the amounts are belng paid
or for any prior period.

“DURATION OF szavxcss

“SEo 1924, (a) (1) Payment under this part for inpatienf psycbiatrlc hospltal’
services furnished an individual during a spell of illness may not be made after
such services have been furnished to him for 60 days during such spell; and
no payment under this part for inpatfent psychlatric hospital services fumlshed
an individual may be made a; r such services have been furnished to him for
a total of 180 days during his lifetime. . .

“(2) If an individual is an.inpatient in a psychiatric hospital on the first day
on which he Is entitled to benefifs under this part, the days in the 60- day perlod
fmmediately before such first day on which he was an inpatient in such a hospital
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shall be included in determining the 60-day llmit under paragraph (1) but not
in determining the 180-day limit under such paragraph.

“(b) Payment under this part may not be made for home health services fur-
nished an individual during any calendar year after such services have been
furnished to him during such year for 100 visits. The number of visits to be
charged for purposes of the llm;tation in the preceding sentence, in connection
with ltems and services desecribed In section 1861(m), shall be determined in
accordance with regulations. . .

“(c) For purposes of subsectlons (a) (1) and (b), inpatient psychiatrle hos-
pital services and honie health services shall be taken into account only if pay-
ment under this part-is or would be, except for this section or the failure to comp
with. the request and certification requirements of or under section 1835(a),
made with’ respect to such services. )

"PBOCEDUBE FOR PAYMENT OF OLAIMS OF PROVIDERS OF -8ERVICES

“Sec, 1835. (a) Payment for services described in section 1832(a) (2) furnished
an individual may be made only to providers of services which are engible there-
for under sectton 1866(a), and onty 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 nmanner, within such time, and by such
_person or persons as the Secretary may by regulations prescribe;

*(2) a physiclan certifies (and recertifies, where such services are fur-
nished over a perlod of tiuie, In such cases, with such frequency, and accom-
panted by such supportliig material, appropriate 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 psychiatric hospital services not
later than the 20th day of such period) that—

“(A) in the case of inpatient psychiatric hospital services, such serv-
ices are or were required to be given on an inpatfent l;asis, by or under
the supervision of a physician, for the psychiatric treatment of an in-
dividual; and (i) such treatment can or could reasonably be expected
to lmprbve thé condition for which such treatment is or was necessary
or (ii) inpatient diagnostie study is or was medically required and such
services are or were necessary for such purposes;

#(B) in-the case of home health services (1) such services are or were
required ‘because the individual is or was confined to his home (except.
when recelving items and servicés referred to in section 1861 (m) (7))
and needed skilled nursing care on an intermittent basis, or because
he needed physical or speech therapy, (ii) a plan for furnishing such
services to such individual has been established aind is periodically
reviewed by a physician, and (iil) such services are or -were: furnished

" swhile ‘the Individual is or was under the case of a physician; and"

- *(C)+in the case of ‘medical and other health gervices, such services
are or weré medically required ; !

“(3) in-the case of inpatient psychlatrlc hospital services, the services
are those which the records of the hospital indicate were furnished to the
{ndividual:during periods -when he was receiving (A) intensive treatment
gservices, (B). admission and related servlces necessary for a: dmgnostlc
-gtudy, or (C) equivalent services; . .

“(4) with respect to lnpatlent psychlatrlc hospital’ servlces tumlshed
-t0 the individual after the 20th day of a continuous period of such services,
‘there was not in effect, at the time of admission.of such individual to the
hospital, a decision under section 1866(d) (based on a finding that utilization:
review of long-stay cases i8 no¢ being made in such hospital) ; and -

“(5). with respect to inpatient psychiatric hospital services furnished to
the:individual during a continuous period, a finding has not been made (by
the physiclan members of the committee or group, as described:in section
18061 (k) (4)) pursuant to the system of utilization review that further in-
patient psychiatric hospital services are not medlcally necessary ; except that,
it such a finding has been made, payment may be made with respect to
such services furnished before the 4th day atter the day on whlch the hos-
pital received noticé of such finding, ~ * -

To the extent provided by regulations, the certmcatlon and recertlﬂcatlon requlreo
ments of paragraph (2) shall be deemed satisfled where. at a later date, a physi.
clan makes a certification of the kind provided in subparagraph (A), (B), or
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(O) of paragraph (2) (whichever would have applied), but- only where such
certification 18 accompanied by such medical and other evidence as may be re-
quired by such regulations,
“(b) No payment may be made under this part to any Federal provider of
services or other Federal agency, except a provider of services which the Secre-
tary determines i{s providing services to the public generally as a community
institution or agency; and no such payment may be made to any provider of
services or other person for any item or service which such provider or person
is obllgated by a law of, or a contract with, the Unlted States to render at public
expens

“(e) Notwithstandlng that an individual 18 rot entitled to-bave payment
made under this part for inpatient psychiatric hospital services furnished by
any psychiatric hospital, payment shall be made to such hospital (unless it
elects not to receive such payment or, if payment has already been made by or
on behalf of such individual, fails to refund such payment within the time
specified by the Secretary) tor such services which are furnished to the indl-
vidual prior to notification to such hospital from the Secretary of his lack of
entitlement, i1f such payments are precluded only by reason of section 1834
and if such hospital complies with the requirements of and regulations under
this title with respect to such payments, has acted in good faith and without
knowledge of such lack of entitlement, and haa acted reasonably in assuming
entitlement existed. Payment under the preceding sentence may not be made
for services furnished an individual pursuant to any admission after the 6th
elapsed day (not Including as an elapsed day Saturday, Sunday. or a legal
holiday) after the day on which such admission occurred,

YELIGIBLE INDIVIDUALS

“Seo. 1836, Every individual who—
“(1) has attained the age of 65, and -
“(2) 1s a resident of the United States, and is either a citizen or an allen
lawfully admitted for permanent residence,
18 eligible to enroll in the {nsurance program established by this part.

" “ENROLLMENT PERIODB

“Seo. 1837. (a) An individual may enroll in the insurance program estab-
lished by this part only in such manner and form as may be prescribed by
regtt:lations, and only during an enrollment perlod prescribed In or under this
section,

“(b) (1) No individual may enroll for the ﬂrst; time under this part more
than 8 years after the close of the first enrollment perlod during which he could
bave enrolled under this part. .

“(2)-An: individual whose enrollment under th!s part has bermlnated may
not enroll for the second time under this part unless he does:so in a general
enrollment period (as provided in subsection (e)) which begins within 8 yeara
after the effective date of suoh terminntion. No indivldnal may enroll under
this part more than twice.

“(c) In the case of lndlvlduals who first satlsry paragraphs (1) and (2) of
section 1836 before January 1, 19086, the initial general enrollmeéent period shall
begin on the first day of the second month which beglns ntter the date of enact-
nient of this title and shall end on March 81, 1966..

“(d) In the case of an individual who first satisfles paragraphs (1) and (2)
of sectlon 1836 on or after January 1, 1966, his initial enroliment period shall

begin on the first day of the third month before the month in whleh ‘he first
satisfles such paragraphs and shall end seven nionths later,

- #(e) There shall be a general enrollment period, after the period descrlbed in
subsection :(c), during the period beginning on October 1 and ending on
December 81 of each odd-numbered year beglnning with 1967 ‘ - )

“oovmmom mmon

“Seo, 1838, (a) The period during whlch an indivldunl Is entitled to benefits
under the insurance program established by this part (hereinafter referred to as
his ‘coverage period’) shall begin on whlchever of the roltowlng is the latest: -

o %(1) - July 1,:1966; or .
4(2) .the first day of the third month following the month in which he



SOCIAL SECURITY 15

enrolls pursuant to subsection (d) of section 1837, or the July 1 following the
month in which he enrolls pursuant to subsection (e) of section 1837,
“(b) An individual's coverage period shall continiue until his enrollment has
been terminated— ‘ o
(1) by the filing of notice, during a general enrollment period described
in section 1837(e), that the individual no longer wishes to participate in the
insurance program established by this part, or ;
“(2) for nonpayment of premiums, : ,
The termination of a coverage period under paragraph (1) shall take effect at
the close of December 31 of the year in which theé notlce is filed, The termination
of a coverage period under paragraph (2) shall take effect on a date determined
under regulations, which may be determined so as to provide a grace period (not
in %ﬁeza of 90 days) in which overdué premiums may be pald and coverage
continu
‘“(e) No payments may be made under this part with respect to the expenses
of an individual unless such expenses were incurred by such individual during a
period which, with respect to him, is a coverage period.

“AMOUNTS OF PREMIUMS

“Sreo. 1839. (a) The monthly premium of each individual enrolled under this
part for each month before 1968 shall be $3.

“(b) (1) The monthly premium of each individual enrolled under this part for
each month after 1967 shall be the amount determined under paragraph (2).

‘'(2) The Secretary shall, between July 1 and October 1 of 1967 and of each
odd-numbered year thereafter, determine and promulgate the dollar amount
which shall be applicable for premiums for months occurring in either of the
two succeeding calendar years. Such dollar amount shall be such amount as the
Secretary estimates to be necessary so that the aggregate premiums for such
two succeeding calendar years will equal one-half of the total of the benefits and
administrative costs which he estimates will be payable from the Federal Sup-
plementary Health Insurance Beneflts Trust Fund for such two suceeding calen-
dar years. In estimating aggregate benefits payable for any period, the Secre-
tary shall include an appropriate amount for a contingency margin.

“(¢) In the case of an individual whose coverage period began pursuant to
an enrollment after his initial enrollment period (determined pursuant to sub-
section (¢) or (d) of section 1837), the monthly premium determined under
subsection (b) shall be increased by 10 percent of the monthly premium so
determined for each full 12 'months in which he could have been but was not
enrolled. For purposes of the preceding sentence, there shall be taken into
account (1) the months which elapsed between the close of his initial enroliment
period and the close of the enrollment period in which he enrolled, plus (in the
case of an individual who enrolls for a second time) (2) the months which
elapsed between the date of the termination of his first coverage period and the
close of the enrollment period in which he enrolled for the second time.

“(d) It any monthly premjum determined under the foregoing provisions of
this section is not a multiple of 10 cents, such premium shall be rounded to the
nearest multiple of 10 cents, o ‘

“PAYMENT OF PREMIUMS ‘ ‘

“Seo. 1840, (a)(1) In the case of an individual who is entitled to monthly
benefits under section 202, his monthly premiums under this part shall (except
as provided in subsection (d)) be collected by deducting the amount thereof
from the amount of such monthly benefits. Such deduction shall be made in such
manner and at such times as the Secretary shall by regulation preseribe.

. %(2) The Secretary of the Treasury shall, from time to time, transfer from
the Federal Old-Age and Survivors Insurance Trust Fund or the Federal Dis-
_ability Insurance Trust Fund to the Federal Supplementary Health Insurance
Beneflts Trust Fund the aggregate amount deducted under paragraph (1) for
rthe perlod to which such transfer relates from benefits under section 202 which
are payable from such Trust Fund. "Such.transfer shall be made on the basis
‘of a certification by tbe Secretary of Health, Education, and Welfare and shall
be appropriately adjusted to the extent that prior transférs were too great or

too small. - .

. #(b) (1) In the case.of an individual who is entitled to recelve for a month
an annulty or. pension under the Railrond Retirement Act of 1937, his monthly
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premiums under this part shall (except as provided in subsection: (d)) be col-
lected by deducting the amount thereof from such annuity or pension. Such
deduction shall be made in such manner and at such times as the Secretary shall
by regulations prescribe, Such regulations shall be preseribed only after con-
sultation with the Railroad Retirement Board.

“(2) The Secretary of the Treasury shall, from time to thne, transfer from
the Rallroad Retirement Account'to the Federal Supplementary Health Insur-
ance Benefits Trust Fund the aggregate araount deducted under paragraph (1)
for the period to which such transfer relates. Such transfers shall be made on
the basis of A certification by the Railroad Retirement Board and shall be appro-
priately adjusted to the extent that prior transfers were too great or too small.

“(c) In the case of an individual who {8 entitled both to month benefits under
section 202 and to an annuity or pension under the Rallroad Retirement Act of
1937 at the time he enrolls under this part, subsection (a) shall apply so long as
he continues to be entitled both to such benefits and siuch annuity or pension. In
the case of an individual who becomes entitled both to such benefits and such an
annuity or pension after he enrolls vnder this part, subsection (a) shall apply
if the first month for which he was entitled to such benefits was the same as or
earlier than the first month for which he was entitled to such annuity or pension,
and otherwise subsection (b) shall apply,

“(d) If an individual to whom subsectlon (a) .or (b) applies estimates that
the amount which will be available for deduction under such subsection for any
premium payment period will be less than the amount of the monthly premiums
for such period, he may (under regulations) pay to the Secretary such portion
of the monthly premiums for such perlod as he desires, .

“(e) In the case of an individual who participates in the insurance program
established by this part but with respect to whom neither subsection (a) mor
subsection (b) applies, the premiums shall be paid to the Secretary at such times,
and in such manner, as the Secretary shall by regulations prescribe, ‘

“(£) Amounts pald to the Secretary under subscction (d) or '(e) shall be
deposited in the Treasury to the credit of the Foderal Supplementary Health
Insurance Benefits Trust Fund,

“(g) In the case of an individual who participates fn the lnsurance program
established by thig part, premiums shall be payable for the periéd commencing
with the first month of his coverage period and ending with the month in which
he dles or, if earler, in which hls coverage under such program terminates,

“FEDERAL SUPPLEMENTARY HEALTH INSURANCE BENEFITS TRUST FUND

“Sko. 1841, (a) There is hereby created on the books of the Treasury of the
United States a trust fund to be known as the ‘Federal Supplerientary Health
Insurance Benefits Trust Fund’ (herelnafter in this section referred to as the
“Prust Fund'). The Prust Fund shall consist of sich amounts ¢S may be
deposited in, or appropriated to, such fund as provided in this part, -

“(b) With respect to the Trust Fund, there is hereby created a body to be
known as the Board of Trustees of the 'l‘rust Fund (hereinafter in this section
referred to as the ‘Board of Trustees') coraposed of the Secretary of the Treasury,
the Secretary of Labor, and the Secretary of Health, Education, and Welfare, alt
ex officlo. The Secretary of the Treasury shall be the Managing Trustee of the
Board of Trustees (hereinaftér in this section referred to as the ‘Managing
Trustee’). The Commissioner of Soclal Security shall serve &8 the Secretary
of the Board of Trustees. 'The Board of Trustees shall meet not iess frequently
than once each year. It shall be the duty of the Board of Trustees to—

(1) Hold the Trust Fund ;

“(2) Report to the Congress not later than the first day of March of each
year on the operation and status of the Trust Fund during the preceding
fiscal year and on its expected operation and stetus during the current
fiscal year and the next 2 fiscal years ; .

“(8) Report immediately to the Congress ‘whenever the Board'is ‘of the
opinion that the amount of the Trust Fund s unduly small; and -

“(4) Review the gencral polictes followed in managing the ‘Prust ‘Fund,
and recommend changes in- guch policies, includii® necessary changes in the

) provlsiggs of law which govern the way in'which the Trust Fund is to be
mana

.. The re tt provided for in paragraph (2) ghall include a statement of the assets

of, and the disburgements made from, the Trust Fiind during thé preceding fiscal

year, t:n éstimate of the ¢xpected income to, and disbursements to be inade from,
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the Trust Fund during the current fiscal year and each of the next 2 flscal years,

and a statement of the actuarial status of the Trust Fund. ' Such rejiort shall be
, &rintt‘e]d as a Hoiise document of the sesslon of the' Congress to' which the report
made.

() It shall be the 'duty of the Managing Trustee to invest such portion of the
Trust Fund as is not, in his judgment, required to meet current withdrawals,
Such investments may be made only in interest-bearing obligations of the United
States or in obligations ‘guaranteed as to both principal and interest by the
United States. For such purpose such obligationgs may be acquired (1) on
original issue at thé issue price, or (2) by purchase of outstanding obligations
at the market price. The purposes for which obligations of the United States
may be issuéd under thé Second Liberty Bond Act, as amended, are hereby ex-
tehded to anthorize the issuance at par of publie- debt obligations for purchase
by the Trust Fund. Such obligations issued for purchase by the Trust Fund shall

" have waturities fixed with due regard £or the needs of the Trust Fund and shall
bear interest at a rate équal to the average market yleld (computed by the
Managing Trustee on the basis of market quotations as of the end of the calendar
month next preceding the date of such 1ssue) on all marketable interest-bearing
obligations of the United States then forming a part of the public debt which
are not’'due or ¢allable until after the expiration of 4 years from the end of such
calendar month ; except that where such ‘average market yield is not a multipie
of one-eighth of 1 per centum, the rate ¢f interest on such obligations shall be
the multiple of oné¢-elghth of 1 per céntum nearest such market yield, The
‘Managing Trustee may purchase other interest-bearing obligations of the United
States or obligations guaranteed 'as to both principal and interest by the United

States, on original issue or at the market pricé, only where he determines that the
purchase ‘of such other obligations is in the public interest.

"“(d) Any obligations acquired by the Trust Fiind (except public-debt obliga-
tions issued exclusively to thé Trust Fund) may be sold by the Managing Trustee
at the market pric¢e, and’ such pubuc-debt obllga!. ons may be redeemed at par
plus accrued interest.

“(e) The interest ‘on, and the proceeds’ from the sale or redemptlon of, any

obliga%(‘;ns held in the Trust Fund shall be eredited to and form a part of the
Trust :
__%(f) Thére shall be transferred perlodically (but not less often than once each
fiscal year) to the Trust Fund from the Federal Old-Age and Survivors Insurance
Trust Fund and from the"Fedeéral Disability Insurance Trust Fund amounts
equivalent to the amounts not previously so transferred which the Secretary

_of Health, Education, and Welfare shall have certified as overpayments (other
than amounts 80 certified to the Rallroad Retirément Board) pursuant to section

' 1870(b) ‘of this Act. ‘There shall be transferred periodically (biit not less often

than once each fiscal year) to the Trust Fund from the Railrond Retirement

Account amounts equivalent to the amounts not previously so trahnsferred which

the Secretary of Health, Education, and Welfdare shall have certified as over-

Rayments to the Railroad Rethement Board pursuant to sectton 1870(b) of this

ct

“(g) The Managlng Trustee shall ‘pay from time to time from the Trust Fund
such amounts as the Secretary of Health, Education, and Welfare certifles are
- necessary to make the payments provided for by this part, and the payments
wlth respect to admlnistratfve expenseés in aecordance with- sectlon 201(g) (1)

o "USB OF OARRIERS FOR ADMINISTBA’I‘]ON OF BENEFITS

‘ “Szo 1842, K a) In order to provide for the adminlstration of the benefits under
this part, the Secretary shall to the extent possible enter into contracts with
carriers which will undertake to perform the following functlons or, to the extent
. provided in such contracts, to secure such performance by other organizations:
“(1) (A) make determinations of the rates and amounts of payments re-
quired pursuant to this part to be made to provide;{)s of services and other
pego;ls on & reasonable cost or reasonable charge asls (as may be appll-
. cable) ;. .
“(B) reeelve, disburse, and account for tunds in making such payments;

o “(O) make auch audits ot the records,of providers of services ag.may be
necessary to assure that proper paymente are made under this part;
- ..'"(2)(A) determine oompllance With the reqlurements of sect!on 1881 (k)
. ag to utillzation review; and , RTINS
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‘*(B) assist providers of services and other persons who furnish services
for which payment may be made under this pait in the development of
precedures relating to utllization practices, make studies of the effectiveness
of such procedures and methods for their improvement, assist in the appli-
cation of safeguards against unnecessary utilization of services furnished by
providers of services snd other persons to individuals entitled to benefits
under this part, and provide procedures for and assist in arranging, where
necessary, the establishment of groups outside hospitals (meeting the require-
ments of gection 1861 (k) (2) to make reviews of utilizatior ; ‘ ‘

“(8) serve as a channel of communication of information relating to the
administration of this part; and . :

“(4) otherwise assist. in such mamier as the contract may provide, in dis-
charging adminisirative duties necessary to carry out the purposes of this

. part, _ 4 ) :

“(b) (1) Contracts with carrlers under subsection (a) may be entered into
without regard to section 3700 of the Revised Statutes or any other provision of
law requiring competitive bidding. '

“(2) No such contract shall be entered into with any carrler unless the Secre-
tary finds that such carrier will perform its obligations under the contract
efficlently and effectively and will meet such requirements as to inancial reponsi-
bility, legal authority, and other matters as he finds pertinent.

“(8) Each such contract shall provide that the carrier—

“(A) will take such action as may be necessary to assure that, where
payment under this part for a service is on a cost basis, the cost is reason-
able cost (as determined under section 1861(v) ) ;

“(B) will take such action as may be necessary to assure that, where
payment under this part for a service is on & charge basls, (1) such charge
will be reasonable and not higher than the charge applicable, for a com-
parable service and under comparable circumstances, to the policyholders
and subscribers of the carrler, and (1) such payment will be made on the
basis of a receipted bill, or on the basis of an assignment under the terms
of which the reasonable charge is the full charge for the service;

“(C) will establish and maintain procedures pursuant to which an indi-
vidual enrolled under this part will be granted an opportunity for a fair
hearing by the carrler when requests for payment under this part with
respect to services furnished him are denied or are not acted upon with
reasonable promptness or when the amount of such payment is in contro-
versy;

“(D) will furnish to the Secretary such timely information and reports
a8 he may find necessary in performing his functions under this part; and

“(B) will maintain such records and afford such access thereto as the
Secretary finds necessary to assure the correctness and verification of the
information and reports under subparagraph (D) and otherwise to carry
out the purposes of thig part; L

and shall contain such other terms and conditlons not inconsistent with this
gection as the Secretary may find necessary or appropriate.

“(4) Each contract under this section shall be for a term of at least one year,
and may be made automatically renewable from term to term in the absence of

. notice by either party of intention to terminate at the end of the current term;
except that the Secretary may terminate any such contract at any time (after
such reagonable notice and opportunity for hearing to the carrier involved as he
may provide In regulations) if he finds that the carrier has failed substantially
to carry out the contract or Is carrying out the contract in & manner inconsistent
with the efficient and effective administration of the insurance program estab-
1ished by this part. , _ ' '

“(c) Any contract entered into with a carrier under this section shall provide
for advances of funds to the carrier for the making of payments by it under
this part, and shall provide for payment of the cost of administration of the
carrier, as‘determined by the Secretary to be necessary and proper for carrying
out the functions covered by the contract. ’ :

“(d) Aniy contract vwith a carrier under this section may require such carrier
or any of its officers or employees certifying payments or dicbursing funds pur-
suant to the contract, or otherwise participating In carrying out the contract, to
give t_mrrietty bond to the United States in such amount as thé Secretary may deem
appropridte, LT .

“(e) -(1) No individual designated pursuant to a contract under this section as
a certifying officer hall, in the absence of gross negligence or intent to defraud
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g:le Unltbfd States, be liable with respect to any payments certified by him uader
8 sectlon,

““(2) No disbursing officer shall, in the absence of gross negligence or intent to
defraud the United States, be lmble with respect to any payment by him under
this section if it was based upon a voucher signed by a certifying officer des~
ignated as provided in paragraph (1) of this subsection.

*“(f) For purposese of this part, the term ‘carrier’ means—

“(1) with respect to providers of services and other persons, a voluntary
assoclation, corporation, partnership, or other nongovernmental organiza-
tion which is lawfully engaged in providing, paying for, or reimbursing the
cost of, health services under group insurance polices or contracts, medical
or hospitﬂl service agreements, membership or subscription contracts, or
similar group arrangements, in consideration of premiums or other perlodlc
charges payable to the carrler, including a health benefits plan duly sponsored
or underwritten by an employee organization; and

““(2) with respect to providers of services only, any agency or organization
{not des;:sx'iléed in paragraph (1)) with which an agreéinent is in'effect under
sectlion

“'STATE AGREEMENTS FOR COVERAGE OF ELIGIBLE INDIVIDUALS WHO ARE RECEIVING
MONEY PAYMENTS8 UNDER PUBLIOC ASSISTANCE PROGRAMS

“Sr0. 1843, (a) The Secretary shall, at the request of a State made before
July 1, 1967, enter into an agreement with such State pursuant to which all
ellgible indivldunls 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 subsection (a)
may be applicable to either of the following coverage groups:

“(1) individuals receiving money payments under the plan of such State
approved under title I or title XVI; or
“(2) individuals receiving money pa{r ments under all of the plans of such
State approved under titles I, IV, X, X1V, and XVI;
except that there shall be excluded from any coverage group any individual
who is entitled to monthly insurance benefits under title II or who is entitled
to receive an annuity or pension under the Rallroad Retirement Act of 1937.

“(c) For purposes of this section, an individual shall be treated as an ellgible
individual only if he is an eligible individual (within the meaning of sectlon
1838) on the date an agreement covering him is entered into under subsection
(a) or he becomes an eligible individual (within the meaning of such section)
at any time after such date and before July 1, 1967 ; and he shall be treated as
receiving money payments described in subsection (b) if he receives such pay-
ments for the month in which the agreement is entered into or any month there-
after before July 1967.

(d) In the case of any Individual enrolled pursuant to this section —

“(1) the monthly premium to be pald by the Statc shall be determined
under section 1839 (wlithout any increase under subsection (¢) thereof) ;

“(2) his coverage perlod shall begin on whichever of the following is
the latest:

“(A) July 1, 1066;

“(B) the ﬂrst day of the third month followlng the month in which
the State agreement s entered into;

“(C0) the first day of the first month in which he is both an eligible
individual and a member of a coverage group specified in the agreement
under this section ; or

“({D) such date (not later than July 1, 1967) as may be specified in
the agreement ; and

“(3) his coverage perfod attributable to the agreement with the State
under this sectlon shall ead on the last day of whickever of the following
first occurs:

‘(A) the month in which he is determined by the State agency te
‘have become ineligible for money payments of a kind speciﬂed in the
agreement, or -

“(B) the month preceding the first month for which he becomes
entitled to monthly benefits under title II or to an annuity or pension
under the Rallroad Retirement Act of 1937.

“(e) Any individual whose coverage period attribiitable to the State agree-

47-140—65—pt. 1——3
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meént 15 lerminated pursuant to subsection (d) (8) 'shall be deemed for purposcs
of this part (including the continuation of his coverage period ynder this part)
to, have enrolled under section 1837 in the fnitial general em-oiiment period
provided by section 1837(¢).

(£) With respect to eligible in\“vlduals receiving money payments under the
plan of a State approved under title I, IV, X, XIV, or XVI, If the agreément
entered into under this section so provides, the term ‘carrier’ as defined in section
1842(f) ‘also includes the State agency, specified in such agreement, which
administers or supervises the administration of the plan of such State approved
under title I, XVI, or XIX. The agreement shall also contain such provisions as
will tacilitate the ﬁnancial transactions of the State and the carrler with respect
to deductions, coinsurance, and otherwise, and as will lead to economy and
effictency’ of operation, with respect to individugls receiving raoney payments
under plans of the State approved under titles I,'1V, X, XIV, and XV1.

“APPROPRIATIONS 10 COVER GOVEENMENT. GONTRIBUTIONS AND CONTINGENCY. RESERVE

“Sro. 1844, (a) There are authorized to be appropriated from time to time,
out of any mon gs in the Treasury not otherwise appropriated, to the Fede val
Supplementary Health Insurance Benefits Trust Fund, a Government contribu-
tion equal to the aggregate premiums payable under thls part.

“(b) In order to assure prompt payment of benefits provided under this part
and the administrative expenses thereunder during the, early mounths of the
program established by this part, and to provide a contingency reserve, there
is ‘also authorized to be apprnpriated during the fiscal year ending June 80, 1966,
out of any moneys in the Tr. 1sury not otherwise appropriated, to remain avail-
able through the next fiscal year for repayable advances (without interest) to
the Trust Fund, an amount equal to $18 multiplied by the number of individuals
(as estimated by the Secretary) who could be covered in July 1%i3 by the
insurance program established by this part if they had therctofore enrolled

under this part.
“PART O—MISCELLANEOUS Pnovxsroxs

" “DEFINITIONS OF SERVICES, INSTITUTIONS, ETC.
“Sko. 1861. For burposes of this title— ‘

“Spéll of Illness

“(a) The term ‘spell of iiiness with respect to any individual means a period
of consecutive days—- -
© (1) beginning with the first day (not included in a previous spell of
. 1llness) (A) on which such individual is furnished inpatient hospital services
or extended care services, and (B) which occurs fn a month for which he is
entitled to benefits under part A orpart B,and -
© %(2) ending with the close of the first period of 60 consecutive days there-
-after on each of which he is neither an inpatlent ot a hospital nor an
- inpatient of an extended care facility.

“Inpatient Hospital Services

“(b) ‘The term ‘inpatient hospital services’ means. the. following items and
services furnished to an inpatient of a hospital and (exeept ag’ provided in para-
graph (8)) by the hospital— ‘

“(1) bed and bosrd;
4. .%(2) such nursing services and other relnbed servlceq, such use of hospital
tacilities, and such medical social services as are ordinarily furnished by
- .the hogpital for the care and treatment of inpatients, and such drugs, bio-
- loglcals, supplies, appHances, and equipment, for use in the hospital, as are-
&rditnariiydfnmished by such hospital for the care and treatment of inpa-
(: .tientg;and
. “(3) such other diagnostic or therapeutic items or, services, turnished by
the hospital or by others under arrangements with them made by.the hos-
- -~pital as are ordinarily furnished. to inpatients either by such hospital or by
- .others under such arrangementa; =
exciuding. however—
o ryun'(4) - medieal or: surgic;u seryices provlded by a physiclan, resident. or-
Intern; and - P SR

Lk K S e
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“(5) the services of a private-duty nurse or other private-duty attendant.

Paragraph (4) shall not-apply: to services provided in the hospital by an intern
or a resident-in-training under a teaching program approved by the Council on
Medical Education of the American Medical Association (or, in the case of an
osteopathic hospital, approved by the Committee on Hospitals of the Buregu of
Professional Education of the American Osteopathic Association).

“Inpatient Psychiatric Hospital Services

" %(e) The term ‘inpatient psychiatric hospital services' means inpatient hos-
pital services furnished to an inpatient of & psychiatrice hospital.

. “Inpatient Tuberculosis Hospital Services
“(d) The term ‘inpatient tuberculosis hospital services’ means lnpatlent_ hos-

pital services furnished to an inpatient of a tuberculosis hospital,

“Hospital

" .%“(e) The term ‘hospital’ (except for purposes of sectlon 1814(d), subsection
(a) (2) of this section, paragraph (7) of this subsection, and subsections (i) and
(n) of this section) means an institution which— , .

“(1) 1s primarily engaged in providing, by or under the supervision of
physiclans, to inpatients (A) diagnostic services and therapeutic services
for medical diagnosis, treament, and care of injured, disabled, or sick per-
sons, or (B) rehabilitation services for the rehabilitation of injured, dis-
abled, or sick persons; , S ) .

‘(2) maintains clinical records on all patients; ) )

“ (3;‘ has by laws in effect with respect to its statf of physiclans;
“(4) has a requirement that every patient must be under the care of a
physiclan; ‘ . .

*“(6) provides 24-hour nursing service rendered or super..sed by a regis-
fered professional nurse, and has a licensed practical nurse or registered
professional nurse on duty at all times; , )

“(6) has in effect a hospital utilization review plan which meets the
requirements of subsection (k) ; ‘ ) .

"-."(7) in the case of an institution in any State in which State or applicable
local law provides for the licensing of hospitals, (A) is licensed pursuant
to such law or (B) is approved, by the agency of such State or locality re-
sponsible for licensing hospitals, as meeting the standards established for
such licensing ; and . : '
- #(8) meets ‘such ‘other requirements as the Secretary finds necessary
~.in: the Interest of the health and safety of:individuals who are furnished
.8grvices in the.institution, except that such other requirements may not
be higher than the comparable requirements prescribed for the accreditation
. of hospitals by the Joint Commision on the Accreditation of Hospitals.
For purposes of subsection (&) (2), such term includes any institution which
meets the requirements of paragraph (1) of this subsection. For purposecs of
sections 1814(d) (including determination: of whéther an individual received
Inpatient hospital services for purposes-of such section), and subsections (1) and
:(n) of this section, guch term includes any institution. which meets the require-
ments of pardgraphs (1); (2), (8),.(4), (5), and (7) of this gubsection. Not-
Wwithstanding the.preceding provisions.of this subsection, such term shall not,
except for purposes of subsection (a)(2), include any institution which is pri-
marily for .the care and treatment of mental diseases or tuberculosis; except
that for purposes of part A (and so'much of this part as relates to part A) such
term shall include such an institution if it 1s a tuberculosis hospital (as defined
In subsection ‘(z}}). and. for purposes of.part, B . (and 8o much:of this part as
relates to part (B) such term shall include such an institution ff it is:a.psychi-
atric hospital (as defined in subsection (f£)):. The term ‘hospital’. alzo includes
a Christian Science. sanatorlum operated, or listed and certified, by.the First
Chyrch of Christ Scientist, Boston, Massachusetts, but only with respect to items
and services ordinarily furnished by such.institution to inpatients, and payment
may be made with respect.to services provided by or in such an institution only
to the extent and under such conditions, limitations, and requirements (in addi-
tion to or in lieu of the conditions, limitations, and requirements otherwise ap-
plicable) as may be provided in, regulationg, :1 ,orégwrovl,tslqns deeming_certain
réquirements of this subsection to be met in the cas of.accredited fnstitutions,
8ee sec ionl 65" ' i,’;,‘."f_";:?‘A’i: R i R e 1:7»
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“Psychiatric Hospital

(£} The term ‘psychiatric hoapital’ means an fnstitution swhich--

“(1) 1Is primarily engaged in providing, by or under the supervision of a
ﬂll:yslclan. psychiatric services for the diagnosis and treatment of mentally

persons;

" “(L(’))satisﬁes the requirements of paragraphs (8) through (8) of subsec-
on (o) ;

“(8) maintains clinical records on all patients and maintains such records
asg the Secretary flnds to be necessary to determine the degree and intensity
of the treatment provided to individuals enrolled under the insurance
program established by part B;

“(4) meets such staffing requirements as the Secretary finds necessary for
the institution to carry out an active program of treatment for individuals
who are furnished services In the Institution ; and \

l;‘ (15) is aceredited by the Joint Commission on the Accreditation of Hos-

pitals, »

In the case of an institution which satisfies paragraphs (1) aund (2) of the pre-
ceding sentence and which contains a distinet part which also satisfies pnragraphs
(3) and (4) of such sentenco, such distinet part shall bo considered to be'n
‘psychiatric hospital’ if the institution is aceredited by the Joint Commission
on the Accreditation of Hospltals or if such distinet part meets reguirements
equivalent to such accreditation requirements as determined by the Secretary.

“Tuberculosis Hospital

“(g) The term ‘tuberculosis hospital’ means an institution which—

“(1) is primarily engaged in providing, by or under the supervision of -
physleclan, medical services for the dingnosls and treatment of tuberculosis;

“4:(12) :;a;lsﬁes the requiremonts of paragraphs (3) through (8) of sub-
section (e) ;

“(8) maintains clinical records on all patients and maintains such recerds
as the Secretary finds to be necessary to determine the degree and inteusity
of the treatment provided to individuals covered by the insurance program
established by part A ;

“(4) meets such stafiing requirements as the Secretary finds necessary fo
the institution to carry out an active program of treatment for Individual:
who are furnished services in the institution ; and N

“(5) is accredited by the Joint Commlission on the Accreditation o:
Hospitals.

In the case of institution whickh satisfles paragraphs (1) and (2) of the preced
ing sentence and which contains a distinct part which also satisfles paragraph:
(3) and (4) of such sentence, such distinct part shall be considered to be

‘tuberculosis hospital’ if the institution Is accredited by the Joint Commission o
the Accreditation of Hospitals or if such distincet part meets requirements equiv
alent to such accreditation requirements as determined by the Secretary, ‘

“RPxtended Care Services

“(h) The term ‘extended care services’ means the following fitems and services
furnished to an inpatient of an extended care facility and (except as provide:
in paragraphs (8) and (8)) by such extended care facllity— -

(1) nursing care provided by or under the supervision of a registere
professional nurse; - g ‘

“(2) bed and board in connection with the furnishing of such nursin’
care; ‘

“(8) physical, occupational, or specch therapy furnished by the extende
:ar::l l:f!ftcmty or by others under arrangements with them made by thi

acllity ; -

“*(4) medical social services; - : ‘

“(6) such drugs, biologlcals, supplles, appllances, and equipment, fur
nished for use in the extended care facility, as are ordinarlly furnished b
such facllity for the care and treatment of inpatients;

“(6) medical services provided by an intern or resident-ln-training of
hospital with which the facility has in effect a transfer agreement (meetin
the requirements of subsection (1)), under a teaching program of suc
hospital approved as provided in the last sentence of subsection (b), an
other diagnostlc or therapoutic services provided by a hospital with whic
the facllity has such an agreement in effect ; and : o

y

)
P
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“(7) such other services necessary to the health of the patients as are
genorally provided by extended care facilities;

excluding, however, any item or service it it would not be included under sub-
section (b) if furnished to an inpatlent of a hospital.

‘“post-Hospital Bxtended Oare Services

“(1) The torm ‘post-hospital extended care services' means extended care
services furnished an individual after transfer from a hospital in which hé was
an inpatient for not less than 8 consecutive days before his discharge from the
hospital in connection with auch transfer. For purposes of the preceding
sontence, items and services shall be deemed to have been furnished to an indi-
. vidual after transfer from a hospital, and he shall be deemed to have been an
inpatient in tho hospital immediately before transfer therefrom, if he is admitted
to the extended care facility within 14 days after discharge from such hospital,
and such indlvidual shall be deemed not to have been discharged from the ex-
}ended care facility if readmitted thereto within 14 days aftor discharge there-

rom. : :
' “Extended Care Facility

. “(3) 'The term ‘extended care facllity’ means (except for purposes of subsec:
tion ‘(n) (2) an institutlon (or a distinet part of an institution) which bus in
effect a transter ngreement (meeting the requirements of subsection (1)) with
one or more hospitals having agreements in effect under section 1866 and which—

“(1) 1s primarlly engaged in praviding to inpatlents (A) skilled nursing
care and related services for patients who require medical or nursing care,
or (B) rehabilitation services for the rehabilitation of injured, disabled, or
sick persons;

“(2) has policles, which are developed with the advice of (and with pro-
vision of review of such policles from time to time by) a group of profes-
sional persounel, including one or more physiclans and one or more regis-
tered professional nurses, to govern the skilled nursing care and related
medical or other services it provides;

“(8) has a physiclan, a reglstered professional nurse, or a medical staft
responsible for the execution of such policies;

“(4) (A) has a requirement that the health care of every patient must
be under the supervision of a physiclan, and (B) provides for having a
physiclan available to furnish necessary medical care in cage of emnergency;

“(5) maintains clinical records on all patlents; o

“(8) provides 24-hour nursing service which is sufficient to meet nursing
needs in accordance with the policles developed as provided in paragraph

' (2), and has at least one registered professional nurse employed full time;
© 7. 4(7) provides appropriate methods and procedures for the dispensing and

: administering of drugs and blologicals; : : _
.-, «(8) -has in effect a utilization review plan which meets the requirements

. of subsectlon (k) ; . : o : ‘

.. %(9) in the case of an institution in any State in which S:ate or applicable
" local law provides for the licensing of institutions of this nature, (A) i8
Mcensed pursuant to such law, or (B) is approved, by the agency of such
State or locality responsible for licensing institutions of this nature, as meet-

ing the standards established for such licensing; and N

%(10) meets such other conditions relating to the: health and safety of
individuals who are furnished services in such institution or relating to
the physical facllities thercof as the Secretary may find necessary; .

except that such term shall not (other than for purposes of subsection (a)(2))
include any institution which {s primarily for the care and treatment of mental
discases or tuberculosls. For purposes of subsection (a) (2), such term includes
any institution which mects the requirements of paragraph (1) of this subsection.

“f]tjiiv,atlon Review

_“(k) A utilization review plan of a hospjtal or extended care tactlity shall be
consldered suficient if it 1s applicable to services furnished by the institution to
individuals entitled to insurance benefits under this title and if it provides—

“(1) for tho revigw, on a sample or other ‘basls, 'of admissious to the
~nstitution, the duration of stays thereln, and the professional services (1n-

" cluding drugs and biologleals) furnished, (A) with respect to the medical
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. necessity. of .the gervices, and (B) for the purpose of promoting the most
efliclent use of avatilable health facilities and services; o
~ “(2) for such review to be made by elther (A) a staff committee of the
institution composed of tivo or more physiclans, with or without participa-
tion of other professional personnel, or (B) a group outside the institution
which is similarly composed and (1) which is established by the local medlcal
soclety and some or all of the hospltals and extended care facllities in the
locality, or (i1) if (and for as long as) there has not been established such
a group- which serves such institution, which is established in such other
manner a8 may be approved by the Secretary; - . C ‘
“(8) for such review, in each case of inpatient hospital services or ex-
tended care services furnished to such an.individual during a continuous
period of extended duration, as of such days of such period (which may
differ for different classes of cases) as may be specifled in regulations, with
such review to be made as promptly as possible, after each day so specified,
and in no event later than one week following such day;and - |, .. .. .. .
“(4) for.prompt notification to the institutlon, the jndividua), and  his
attending physician of any finding (made after opportunity for consultation
to such attending physician),by the physician members of such committee
or group that any further stay in the institution is not medically necessary.
The review committee must be composed as provided in‘clause (B) of paragraph
(2) rather than as provided in clause (A) of such paragraph in the case of any
hospital or extended care facility where, because of the small size of the insti-
tution, or (in the case of an extended care facllity) because of lack of an orga-
nized medical staff, or for such other reason or reasons as may be included in
regulations, it is impracticable for the institution to have a properly functioning
staff committee for the purposes of this subsection.

“Agreements for Transfer Between Extended Care Facilities and Hospitals

(1) A hospital and an extended care facility shall be considered to have a
wransfer agreement in effect 17, by reason of a written agreement between them or
{in case the two institutions are under common control) by reason of a written
andertaking by the pérson or body which controls them, -there is reasonable as-
sarance that— .-~ - . . . o ; S

“(1) transfer of patients will be effected between the hospital and the ex-
tended care facllity whenever such transfer is medically  appropriate as
‘determined by the attending physician; and + - . U

. 4(2) there will be Interchange of medical and other information necessary
or useful in the care and treatment of individunls transferred:between the
inst‘tutions, or in determining whether such individuals can he adequately

. cared for otherwise than in either of such instituttons. " P
Any extended care facility which does not have such:aragreement in effect, but
which 18 found by a State agency (of the State in which such facllity is situated)
with which an agreement under section 1864 is in effect (or, in the case of a State
in which no such agency hag an agreement under section 1864, by the Secretary)
to have attempted in good faith to enter into such an agreement with.a hospital
sufficiently close to-the facility to make feasible:the.transfer between them of
patiénts and-the information referred to in paragraph (2), shall be.considered to
_ have such an agreement in-effect if dnd for so long as such agency (or.the Fec-
retary, as the case niay be) finds that to do so 18 in the public interest-and es-
sential to assuring extended care services for persons in the community. who are
eligible for payments with respect to such services under this title. - -~

B ~itq-. - -“Home Health Sepvices ...y, , .o
frim) The term ‘home health services’ means the following items and sérvices
furnished to an individual, who I8 urder the care of-a physjcian, by a home heéalth
agency ‘'or:by others under arrangements with-them niade by such egéncy, under
&'plan (for furnishing such {téms and services to such individual)‘éstablishd
and periodically reviewed by a physician, which items and services are,’ except
as provided in paragraph:(7), provided on a visiting basis in a place of residence
auped as such indiyidual’s home— -~ .+ - 0. . L o
i “(1)-part-time or {ntermittent nursing caré provided by or ufider the su-

pepvision of a reglstered professlonal nyrse; .. . . . 0 oy, 0
-.r+ . ; “(2) physlcal, occupational, or speech therapy; ... . . . "
P .",&3 “medical gocal services under the directior of a physiclan; '
i, *(4), to, the extent permitted in regulations, part-time or iqbg;qﬂ

ISR i 4.
{ces of a home health alde;

‘s
:
I ;

tent serv-

Por. o atary e .
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“(5) medical supplies (other than drugs and b!ologlcals). and the use of
- medlcal apx;lllances, while under such a plan;
“(6) in the case of a home health agency whlch is afliated or under com-
- mon control with a hospital, medical services provided by an intern or
resident-in-training of such hospital, under a teaching program of such hos-
pital approved as provided in the last ‘sentence of subsection (b) ; and .

“(7) any of the foregoing items and services which are provided on an out-
patient basis, under arrangements made by tbe home health agency, at a
hospital or extended care facility, or at a rehabllitation center which meets
such standards as may be prescribed in regulations, and—

. Y(A) the furnishing of which involves the use of equipment ot such

. & nature that the items and services c¢annot readily be made available

to the individual in such place of residence, or
“(B) which are furnished at such facility while he is there to receive
any such item or service described in clause (A),
but not including transportation of 'the lndivldual in connection with any
such item or service;
oxcluding, however, any item or service if it would nut be mcluded under sub-
gsection (b) if furnished to an inpatient of a hospital. - =

“Post-Hospital Home Health Services

“(n) The term ‘post-hospital home henlth servicés’ means home health services
furnished an individual within one year after his most recent discharge from
a ‘hospltal of which -he was an inpatient for not less than 8 consecutive.days or
(if -later) within one year after his most récent dischargefrom an extended
care facility'of which he was an inpatient entitled to payment under:'part A
for post-hospital extended care services, but only if the plan covering the home
health services (as described in subsection (m))r iy established wlthin 14 days
after his discharge from such hospital o+ extended care taclllty :

“Home Health Agency

“(o) The term ‘home health ageucy means a public agency or prlva'te orga-
nization, or a subdivision of auch an agency or organization, swvhich—. ‘
4(1) 18 primarily engaged in providing skilled nursing services and other
therapeutic services;
- 4(2) ‘' has policies, estabushed by a group of professlonul personnel- (asso-
ciated with the agency or organization), including one or more physicians
and one or more. registered . protesslonal nurses, to govern  the services
o (referred to in paragraph (1)) which it provldes, and providee for super-
vision of such services by a physiclan or reglistered professional nurse;
“(8) maintains clinical records on all patients;
) +(4) in the case'of an agency or organization in any State in which State
or applicable local law provides for the liccnsing of agenhcles-or organiza-
" tions of thik nature, (A) is licenséd pursuant to such law, or (B)-is approved,
¢ - by ‘the dgency of such. State or:locality responsible for .licensing agencles
*or-organizations of this na’ture, ae meeting 'the standards est;nbushed tor

i 'gueh-lcensing; and .. -

T () meets such other conditlons of panticlpation ns the Secretary may
" find necessary in the interest of the health and safety of:individuals who
are furnished services by such agency or organization; -

except that such term shall not:include a privato organlzatlon which ig not a

nopproﬁt m;%ani%ltlon exempt from Federal income taxation under section 501

of the Inte venue“Code of 1054' (or d subdiviston of such organization)

unless it is licensed pursuant to State law and it meets such additional standards
and requirements as may be prescribed in regulations; and except that for pur-
poses of part A such. term shall not include any agency or organlmﬂon which. is

prlmarlly for the care and treatment of mental diseases.. .

L o . .',.- ,"',

f?) e “Ouﬁpatlent Hosvital Diagnostic Servlces ‘ S
"(p) The term ‘outpaﬂen't hospltal diagnoetlé setvlces’ 'mamé dlag‘tioeﬂc

{ces—
“(1 which are Turtilshed to an indlv‘idua'l am an ou ﬂen'l: by & tal
T by )o'thers under #rrangements with theém ' madeé by :.pgos italg anhosm
“(2) which aré ordinarily furaished by sich hospitat’ (or by ot!:ers undes
such nmngements) fd’ wa outpntlents for ‘the burpose ot dtagnostlc etudy
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excluding, however— . ) , . ‘
. “(8) any item or service if it would not be included under subsection
(b) if furnished to an inpatient of a hospital; and
“(4) any services furnished under such arrangements unless furnighed
in the hospital or in other facilities operated by or under the supervision of
. ‘the hospital or its organized medical staff,

“Physiclans’ Services

“(q) The term ‘physicians’ services’ means professional services performed
by physicians, including surgery, consultation, and home, office, and institutional
calls (but not including services described in. the last sentence of subsection (b) ).

“Physlician

“(r) The term ‘physiclan’, when used in connection with the performance of
any function or action, means an individual legally authorized to practice med-
icine and surgery by the State in. which he performs such function or action
(including a physiclan within.the meaning of section 1101(a) (7)).

“Medical and Other Health Services

. “(8) The term ‘medical and other health services’ means any of the following
items or services (unless they would otherwise constitute i{npatient hospital
sorvices, extended care services, home health services, or physicians’ services) :
© .. (1) diagnostic. X-ray and laboratory tests, electrocardiograms, basal
metabolism readings, electroencephalograms, and other dingnostic tests;

“(2) X-ray, radium, and radioactive isotope therapy, including materials
-and services of technicians;

“(3) surgical dressings, and.splints, casts, and other devices used for
reduction of fructures and dislocations;

““(4) rental of durable medical equipment, including fron lungs, oxygen
tents, hospital beds, and wheelchairs used in the patient’s home (including
an institution used as his home) ;

“(5) ambulance service where the use of other methods of transportation

© - 18 contrajndicated by the individual’'s condition, but only to the extent pro-
vided in regulations; ) L
- 4(8) prosthetic devices (other than dental) which replace all or paxt of
""" an internal body organ, including replacement of such devices; and
: “(7) leg, arm, back, and neck braces, and artificial legs, arms, ard eyes,
“including 'replacements if réquired because of ‘a change in the patient’s
physical ‘condition. N
“Drugs and Biologicals

“(t) The term ‘drugs’ and the term ‘blologicals!, except for purposes of .sub-
seotion- (m) (8) of thls section, include only such drugs and bliologicals, respec-
tively, as are included in the United States Pharmacopoeia or the National
Formulary, or in New Drugs or Accepted Dental Remedies (except for any drugs
and blologicals unfavorably evaluated therein), or as are approved-by the phazr-
macy-and drug therapeutics commmittee (or equivalent committee) of the medical
gtaff of the hospital furnishing such drugs and biologicals, -

- “provider of Services .

. “(u) The term ‘provider of services’ means a hospital, extendcd care facllity,
or home health agency. _ - _ . .
, . _ “Reasonable Cost

" #(v) (1) The reasonable cost of any services shall be determined in accord-
ance with regulations establishing the method or methods to be used, and the
items to be included, in determining such costs for various types or classes of
institutions, agencies, and servicdes; except that in any ¢ase to which paragraph
(2) .or (3) appligs, the amount of the payment determined under such paragraph
with respect to the services involved shall be conslidered the reasonable cost.
of .such services. In prescribing the regulations referred to in -the ?r'éceding'
sentence, the Secretary. shall consider, among other things, the principles gen-
erally applied by ngtional organizations or establigshed prepayment organizations
(which have developed such principles) in computlnig the amount of payment,
to be made by persons other than the reciplents of servicés, to providers of

§ !
|

¥
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services on account of services furnished to such recipients by such providers.
Such regulations may provide for determination of the costs of services on a
per diem, per unit, per capita, or other basis, may provide for using different
methods in different circumstances, may provide for the use of estimates of
costs of particular items or services, and may provide for the use of charges
or a percentage of charges where this method reasonably reflects the costs.
Such regulations shall (A) take into account both direct and indirect coris
of providers of services in order that, under the methods of determining costs, the
costs with respéct to individuals covered by the insurance programs established
by this title will not be borne by individuals not so covered, and the costs with
respect to individuals not so covered will not be borne by such insurance pro-
grams, and (B) provide for the making of suitable retractive corrective adjust-
ments where, for a provider of services for any flseal period, the aggregate
reimbursement produced by the methods of determining costs proves to be
either inadequate or excessive.

“(2) (A) If the bed and board furnished as part of inpatient hospital services
(including inpatient tuberculosis hospital services), inpatient psychiatric
hospital services, or post-hospital extended care services is in accommodations
more expensive than semi-private accommodations, the amount taken into ac-
count for purposes of payment under this title with respect to such sezvices
may not exceed an amount equal to the reasonable cost of such sorvices if
furnished in such semi-private accommodations unless the more expeusive ac-
commodations were required for medical reasons. o

“(B) Where a provider of services which has an agreement in effect under
this title furnishes to an individual items or services which are in excess of or
more expensive than the items or: services with respect to which payment may
be made under part A or part B, as the case may be, the Secretary shall take
into account for purposes of payment to such provider of services only the
equivalent of the reasonable cost of the items or services with respect to which
such payment may be mado. _— : : . *

“(3) If the bed and board furnished as part of inpatient hospital services
(including inpatlent -tuberculosis hospital services), inpatient psychiatric hos-
pital services, or post-hospital extended care services {s in accommodations other
than, but not more expensive than, semi-private accommodations and the use
of such other accommodations rather than semi-private accommodations was
neither at the request of the patlent nor for a reason which the Secretary deter-
mines is consistent with the purposes of this title, the amount of the payment
with respect to such bed and board under part A or part B, as the case may be,
shall be the reasonable cost of such bed and board furnished in semi-private
accommodations (determined pursuant to paragraph (1)) minus the difference
between the charge customarily made by the hospital or extended care facility
for bed and board in semi-private accommodations and the charge customarily
made by 1t for bed and board in the accommodfntions furnished. , -

#(4) For purposes  of this subsection, the term ‘semi-private accommoda-
tions’ means two-bed, three-bed, or four-bed accommodations. ‘ o

“Arrangements for Certain Services

“(w) The term ‘arrangements’ is limited to arrangemen‘ts underjwhlch re-
ceipt of payment by the hospital, extended .care facllity, or home health
agency (whether in its own right or as agent), with respect to services for
‘which an' individual is entitled to have payment made under this’ title, dis-
chnriges the lability of such individual or any other person to pay for the
services, ' R ' oo
o , " “State and United States - o
“(x) The terms ‘State’ and ‘United States’ have the meaning given to them

by subsections (h) and (1), respgctlvely, of section 210. -

o “nxéi.vsxopzs‘rnon COVEBAGE S
“Sgo. 1802. (a) Notwithstanding any other provision of this title, no payment
may be made under part A or part B for any expenses incurred for. items or

ces"" - . . . . oo ' " . BRI AL ¢
“(1) which are not reasonablo and necessary for the diagnosis.or treat-
ment of iliness or injury or to improve the functioning of a malformed
. body member; oL : y . ot Y

s, -y o a0t - ", Ui Y
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© ¢(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
- indlvidual’s: membership in & prepayment plan or otherwise) has a legal
- obligation to provide or pay for;
. %(8):which are paid for directly or indirectly by a governmental entity
‘(other than under this. Act), except in such cases as the Secretary may

- gpec

.4y which are not prévided within the United Stntes"

- +“{6) which are required as a resuit of war, or of an act of war,

cnrglng after the effective date of such indivldual’s current coverage under

-such part;

: “(8) wh!ch constitute personal comfort items; .

“(7) where such expenses are for routine physical checkups, eyeglasses
or- eye examinations for the purpose of prescribing, fitting, or changing
eyeglasses, hearing alds or examinations therefor, or immunizations; -

'(8) :where such expenses are for orthopedic shoes or other supporttve

' deévices for the feet ;

#(9) wheresuch expenses are for custodlal care;

©. + “(10) -where such expenses are for.cosmetic surgery or- are incurred
. .in-connection theswwith, except as required for the prompt repair of ac-
cldental injury or ior improvement of the functioning of & malformed body

- member;or ' ‘'

“(11) where such expenses constitute chnrges imposed by immedlate
~relatives of such individual or members of his household.

“(b) Payment under this title may not be made with respect to any- item
or service to the extent that payment has been made, or ecan- reasonably. be
expected to be made (as determined in accordance with regulations), with
Tespect to such item or service, under a workmen’s compensation :law or plan
of the United States or a State. Any payment under this:title with respect
to any item or service shall be conditioned on reimbursement to the appropriate
Trust Fund established: by this title- when notice or other information is re-
feived tlhat payment for such item or service has been made under such a
aw or plan, . ,

“oonstmmnon wrm s'ruz AGENOIEB AND OTHER omsmzunons TO DEVELOF QON-
: . DITIONS oF pmzcxm'rmn FOR PROVIDERS OF BERVICES .

“Sno 1863 In carrying out’ h!s functions, relating to. determination of con-
dltlons of participation by providers of gervices, under subsections (e) (8), (63
(4),.(g) (4), (J)(10), and (o) (B) of section 1861, the Secretary shall.consult
with the Health Insurance Benefits Advisory Council established by section 1867,
appropriate State agencles, and recognized national listing or accrediting bodtes,
and may consult with appropriate local agencies. .Such condifions prescribed
under any of such subsections may be varied for different areas or. different
classes of institutions or agencles and may, at the request of a. State, provide
(subject, in the case of hospitals, to the limitation provided in section 1861 (e)
(8)) higher requirements for such State than for other States.

“UBE OF. B’PATB AGENOIEB TO DETE%]‘I‘NE OOMPLIANOE BY PROVIDERS OF BEBVIO‘BS WITH
b o el . - CON DITIONS oF: PABTIOIPATION cor

!‘Sm. 1884 (a) The - Secretary shalf . make an agreement with any Stats
whlch 18 able and willing to do 80 under which the gervices: of the State heal
agency of other appropriate State agency (or the appropriate local agencles will
be utilized by him for the purpose of determining.whether an institution there-
in 18 a hospital or extended care facllity, or whether an ngency therein is a
home  health -agency. - To .the extent that the Secretary finds -1t appropriate,
an institution or agency which such a .State .(or local) agency certifles is. a
hospital, extended care facility, or home health agency (as those terms are
defined in section 1881) may be treated. as :such.by the Secretary. The Sec-

- retary may alsy, pursuant to agreement utilize the services of State health agen-
cles and ‘other ‘appropriate State agencies (and the approprlate local agencles)
't6 do any ond’or more of the following: (1) to provide consultative seérvices to
institutlons or agencles to assist them - (A) to establish and maintain fiscal

necessary for pui _of thig title, or otherwise: to qualify. ‘as hos-
‘muus extended éai‘e facilitles, or homé health agencies; or (13) ‘to'provide in-

- formation which may be necessary to permit determination under thiz'title as.

to whether payments are due and the amounts thereof, and (2) to provide
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consultative-gervices to institutions, agencies, or organigations. to assist in. the
establishment of utilizatlon review procedures meeting the requirements of
section 1861 (k) and in evaluating thelr effectiveness. Lo L S
-“.(b) .The Secretary shall pay any such State, in advance or by way of re-
imbursement, as may be provided in the agreement with it (and may make ad-
Justments in such payments on account of overpayments or.underpayments pre-
viously. made), for the reasonable.cost of performing the functions specified in
subsectlon (a), and for tho Federal Hospital Insurance Trust Fund’s fair share of
the costs attributable to the planning and other efforts directed toward coordi-
nation of activities in carrying out its agreement and other activities related to
the proviston of services similar to those for which payment may be made under
part A, or related to the facilities and personnel required for the provision of
such services, or related to improving the quality of such services. . ‘

“EFFEOT OF ACCREDITATION

“8go. 1805, An institution sha'! be deemed to meet the requirements of the num-
bered pavagraphs of section 1861(e) (eéxcept paragraph (6) thercof) if such insti-
tution 18 accredited as a hospital by the Joint Commission on the Accreditation
of Hospitals. If such Commission, as a condition for accreditation of a hospital
requires a. utilization review. plan or imposes another requirement which serves
substantialiy the same purpose, the Secretary is authoriged to find that all insti-
tutions so accredited by the Comwnission comply also with section 1861(e) (6).
In addition, if the Secretary finds that accreditation of an institution or agency
by the:American Osteopathic Assoclation or any other national accreditation
body provides reasonable assurance that any or all of the conditlons of section
1861 (e), (3), or (0), as the case may. be, are met, he may, to the extent he deems
it approprinte, treat such institution or agency as meeting the conditfon or con-
ditions with respect to which he made such finding. . . R .

. ““AGREEMENTS WITH PROVIDERS OF SERVICES , - - .. -

“Seo. 1866. (a) (1) Any provider of services shall be qualified to participate
under this title and shall be eligible for payments under this title if it files with
the Secretary an agreement— L SO

. “(A) not to charge, ¢xcept as provided fn paragraph (2), any individual
... .or any other person for items or sérvices for which such individual is en-
" titled to have payment made under thig titlé (or fot which he would be so
" entitled if such provided of services had complied with thé procedural and
‘other'requirements undeér or pursuant to this title or for which such provider
" 1s paid pursnant to the provisions of section 1814(e) or section 1835(c) ), and
. “(B).to make adequate provislon’ for return (ot otHer disposition, in' a¢-
. - cordance with regulations) of any moneys incorrectly collected from such
¢ . -ihdividualor otherperson, =~~~ = e
ot _2)_“(Ai A provider of services may charge such individual or other persén’ (1)
the'amount of any deduction imposed pursuant to section 1818 (a) (1) or'(a)(2)
or gection 1838(b) with respect to such items and services (not in exdéss of the
dmount customarily charged for such items and services by such provided),’and -
. %_Jan‘,amount equal to 20 per cenitum of the reasonablé charges for such ftems
and services (not in exveéss of 20 per centum of the amount'customirily charged
for such items and services by such provider) for which paymeént istnade under
rt B, In the case of items and services ‘described in section’ 1833 (¢), clduse
(i1) "of the preceding senténce shall be applied by substituting for 20 percent the
proportion which is appropriate under such section. ~ -~ s o

“(B) 'Where a provider of ‘sérvices has'furnished;‘at the request of such in-
dividual, items or services which ard in ¢xcess of or more expensiye than the
items or services with respect to which payment may. bé made under {hjs,t!tle,
such provider of services may also charge such individual or. other person for
sych more expensive items or seryices to thé extent ihgtlt:l}:a, amount customarily
charged by it for the items or.services furnished 4t such request exceeds the
amount _customarily, charged by it. for the items or services with respect to
whls:h.vaxmentmay bemadeundorthistitle, . oo Lo L
. (0) A provider of services may algo charge any such indiyiqual for any whole
blood farnisired hilm with respect to ;w‘h.l.sm 8 deductible is linposed under Section
1813(a) (3)&.05‘.1.!&33((1),‘,0599 ot that’ (1) any, excess o ,au,c.h=cbé_rg§‘xqs3¢.i~,§hé.¢9§t ‘
$¢ such proy! F for the blood shall b deducted from any payinent to such pro-

der.nnﬁefr this t.lfi.e.‘ (11). no such charge inay bo thpoged for tge.c%}t,‘qt. ad-
Tabnisteath harge may not bé padd b e Sxtent

on of stich blood, and, (1) such

.
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such blood has been replaced on behalf of such individual or arrangements have
been made for its replacement on his behalf, ’

‘“(b) An agreement with the Secretary under this section may be terminated—

“(1) by the provider of services at such time and upon such notice to

the Secretary and the public as may be provided in regulations, except that

notice of more than 6 months shall not be required, or

“(2) by the Secretary at such time and upon such reasonable notice to

the provider of services and the public as may be specified in regulations,

but only after the Secretary has determined (A) that such provider of serv-

ices 18 not complying substantially with the provisions of such agreement,

or with the provisions of this title and regulations thereunder, or (B) that

such provider of services no longer substantially meets the applicable pro-

visions of section 1861, or (CO) that such provider of services has failed to

provide such information as the Secretary flnds necessary to determine

whether payments are or were due under this title and the amounts thereof,

or has refused to permit such examination of its fiscal and other records by

or on behalf of the Secretary as may be necessary te verify such information,

Any termination shall be applicable—

“(3) in the case of inpatient hospital services (including inpatient tuber-
culosis hospital services), inpatient psychiatric hospital services, or post-
hoepital extended care services, with respect to such services furnished to
any individual who is admitted to the hospital or extended care facility
furnishing such services on or after the effective date of such termination,

“(4) (A) with respect to home health services furnished to an individual
under a plan therefor established on or after the effective date of such ter-
niination, or {B) it a plan is established before such effective date, with
‘respect to such services furnished to such individual after the calendar year
in which such terminatlon is effective, and :

“(B5) with respect to any other items and services furnished on or after
the effective date of such termination.

‘“(e) Where an agreement filed under this title by a provider of services has
been terminated by the Secretary, such provider may not file another agreement
under this title unless the Secretary finds that the reason for the termination
has been removed and that there i3 reasonable assurance that it will not recur.

“(d) If the Secretary finds that there is a substantial failure to make timely
review in accordance with section 1861(k) of long-stay cases in a hospital or
extended care facility, he may, in lleu of terminating his agreement with such
hospital of facility, decide that, with respect to any individual admitted to
such hospital or facility after a subsequent date specified by him, no payment
shall be made under this title for inpatient hospital services (including inpatient
tuberculosis hospital services), or inpatient psychiatric hospital services, after
the 20th day of a continuous period of such services or for post-hospital extended
care gervices after such day of a continuous perfod of such care as I8 prescribed
in or pursuant to regulations, as the case may be. Such decision.may be mgde
effective only after such notice to the hospital, or (in the case of an extended
care facility) to the facility and the hospital or hospitals with which it has a
transfer agreement, and to the public, as may be preseribed by regulations, and
its effectiveness shall terminate when *he Secretary finds that the reason therefor
has been removed and that there is reasonable assurance that it will not recur.
The Secretary shall not make any such decision except after reasonable notice
and opportunity for hearing to the instituilon or agency affected thereby..

“HEALTH INSURANCE BENEFITS ADVISORY COUNOIL'

“Sro. 1867. For the purpose of advising the Secretary on matters of general
policy in the administration of this title and in the formulation of regulations
under this title, there is hereby created a Health Insurance Benefits Advisory
Council which shall consist of 16 persons, not otherwise in the employ of the
United States, appointed by the Secretary without regard to the clvil service
laws. The Secretary shall from time to time appoint one of the members to
serve as Chairman. The members shall include persons who are outstanding in
flelds related to hospital, medical, and other health activities, and at least one
person who is representative of the general public.” Each member shall hold
office for a term of 4 years, except that any member appointed to fill & vacancy
occurring prior to the expiration of the term for which his predecessor was
appointed shall be appointed for the remainder of such term, and except that
the terms of office of the members first taking office shall expire, as designated
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by the Secretary at the time of appointment, four at the end of the first year,
four at the end of the second year, four at the end of the third year, and four at
the end of the fourth year after the date of appointment. A member shall not
be eligible to serve continuously for more than 2 terms. The Secretary may,
at the request of the Council or otherwise, appoint such special advisory profes-
sional or technical committees as may be useful in carrying out this title. Mem-
bers of the Advisory Council and members of any such advisory or technical
comnmittee, while attending meetings or conferences thereof or otherwise serving
on business of the Advisory Council or of such committee, 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 allowed travel expenses, including per
diem in lieu of subsistence, as authorized by section 5 of the Administrative
BExpenses Act of 1946 (5 U.S.0. 78b-2) for persons in the Government service
employed intermittently. The Advisory Council shall meet as frequently as
the Secretary deems necessary. Upon request of 4 or more members, it shall be
the duty of the Secretary to call a meeting of the Advisory Council.

“NATIONAL MEDICAL REVIEW COMMITTEE

“SEo. 1868. (a) There is hereby created a National Medical Review Committee
(herelnafter in this section referred to as the ‘Committee’) which shall consist
of nine persons, not otherwise in the employ of the United States, appointed
by the Secretary without regard to the civil service laws. The Secretary shall
from time to time appoint one of the members to serve as chairman. The mem-
bers shall be selected from among individuals who are representative of organiza-
tions and associations of professional personnel in the field of medicine and
other individuals who are outstanding in the field of medicine or in related flelds:
except that at least one member ghall be representative of the general public,
and at least a majority of the members shall be physicians. Each member shall
hold office for a term of three years, except that any member appointed to fill
a vacancy occurring prior to the expiration of the term for which his predecessor
was appointed shall be appointed for the remainder of such term, and except
that the terms of office of the members first taking office shall expire, as desig-
nated by the Secretary at the time of appointment, three at the end of the first
year, three at the end of the second year, and three at the end of the third year
after the date of appointment. A uiember shall not be eligible to serve continu-
ously for more than two terms. .

“(b) Members of the Committee, while attend'ng meetings or conferences
thereof or otherwise serving on business of the Committee, shall be entitled to
receive compensation at rates fixed by the Secretary, but not exceeding $100 per-
day, including travel time, and while s0 serving away from their homes or
regular places of business they may be allowed travel expenses, including per
diem in lieu of subsistence, as authorized by section 5 of the Administrative
BExpenses Act of 1946 (56 U.S.C. 73b-2) for persons in the Government service
employed intermittently, .

“(c) It shall be the function of the Committee to study the utilization of
hospital and other medical care and services for which payment may be made
under. this title with a vlew to recommending any changes which may seen de-
sirable in the .way in which such care and services are utilized or in the admints-
tration of the programs established by this title, or in the provisions of this title.
The Committee shall make an annual report to the Secretary of the results of its
study, including any recommendations it may have with respect thereto, and
such report shall be transmitted promptly by the Secretary to the Congress,

“(d) The Committee is authorized to engage such technical assistance as may
be required to carry out its functions, and the Secretary shall, in addition, make
available to the Committee such secretarial, clerical, and other assistance and
such' pertinent data’ obtained and prepared by the Department of Health, Edu-
cation, and Welfare as the Committee may require to carry out its functions,

“DETERMINATIONS ; APPEALS

“Seo, 1869. (a) The determination of whether an individual Is entitled to
benefits under part A or part B, and the determination of the amount of bene-
fits under part A,-shall be made by the Secretary {n accordance with regulations
prescribed by him. ' ‘ L
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© “(b) Any individual dissatisfied with any determination under subsection (a)
as to entitlement under part A or part B, or as to amount of benefits under part A
where the matter in controversy is $1, 000 or more, shall be entitled to a hearing
thereon by the Secretary to the same extent as 18 provided in section 205(b),
and to judicial review of the Secretary’s final declsion after such hearing as is
provided in section 205(g).

“(c) Any institution or agency dissatlsﬂed with any determination by the
Secretary that it 1s not a:provider of services, or with any determination de-
scribed In section 1868(b) (2), shall be entitled to a hearing thereon by the
Secretary (after reasonable notice and opportunity for hearing) to the same
extent as is provided in section 205(b), and to judiclal review of the Secretary's
final decision 'after such hearing as is provided in section 205(g).

“OVERPAYMENTS ON BEHALF OF INDIVIDUALS

“Se0. 1870. (a) Any payment under this title to any provider of services with
respect to any items or services furnished any individual shall be regarded as a
payment to such individual.

“(b) Where-—

“(1) more than the correct amount is pafd under this title to a provider

. of services or other person for items or services furnished an individual and

the Secretary determines that, within such period as he may specify, the
excess over the correct amount cannot be recouped from such provider of
services or other person, or
4(2) Any payment has been made under section 1814 (e) or 1836(c) to a
, prgivggier ]of services or. other person for u;ems or services tumished an
in ua
proper adjustments shall be made, under regulatlons presceribed (after consulta-
tion with the Rallroad Retirement Board) by the Secretary, by decreaslng sub-
sequent payments— .
o “(8) to which such mdivldnal is entitled under title II of this Act or under
the Railroad Retirement Act of 1937, as the case may be, or .
“(4) if such individual dies before such adjustment has been completed,
to which any other individual is entitled under title IT of this Act or under
-the Rallroad Retirement Act of 1937, as the case may be, with respect to the
wages and self-employment income or the compensation constituting the
_basis of the benefits of such deceased individual under title IT of such Act.
As eoon as practicable after any adjustment under paragraph (3) or:(4) is deter-
mined to be necessary, the Secretary, for purposes of this séction, section 1817(g),
and section 1834 (£), shall certify (to the Rallroad Retirement Board if the adjust-
ment is to be made by decreasing subsequent payments under the: Raillroad
Retirement Act of 1937):the amount of the overpayment a8 to which the adjusb—
ment 18 to be made.
. %(¢c) There shall be no adjustment as: provlded in subsection (b) (ndr shall
there .be recovery): in any case where the incorrect payment has been madd
(Including payments under sections 1814(e) and 1835(c)) with respect to an
individual who is: without fault and where such adjustment (or'recovery) wotld
defeat the purposes of title II or would be against equity and: good consclence:
4(d). No certifying or disbursing officer shall be held lfable for any ‘amount
certified or paid by him to any provider of services or other person where the
adjustment or recovery of such amount is waived under subsection (¢) or where
adjustment under subsection (b) is not completed prior to the death ot all persons
against whose beneﬂts such adjustment ls authorized. g ‘

- "BEGUI:.A'HONS

"Sno 1871, The Secrefary shall ptescribe such regulatlons as, may be necea
sary to ¢arry out the administration of the Insurance programs under this title.
When used-in this title, the term ‘regulations’ means, unless the context other-
wige requires, regulations prescribed by the Secretary.

“APPLICATION or cmum Pnovxslons or Tmz b d

’ “Szo. 1872. The rovlslons of sectlons 206, 208, nd 216 (J and of subsect.ions
(a), (d)l (e), (f)r (h)’ “)l (3), (k), and (1) of Secuon 5 shall also apply.
v,lttllx lre:s[;ect to this title to’ the same extent as they are appl!cable wlth respect
to title II. , _
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" “DESIGNATIOR OF OROARIZATION OB PUBLIOATION BY NAME

" “SEo. 1873 Deslgnation in this tltle, by name, of any nongovernmental organi-
zation or publication shall not be affected by change of name of such organiza-
tion or publication, and shaill apply to any successor organization or publication
wh:]ch the Secretary finds serves the purpose for which snch deslgnatlon is
made S

“ADMXNISTBATION '

“Seo. 1874. (a) DBxcept as otherwlse provlded "tn this tltle. the insurance
programs established by this title shall be administered by the Secretary. 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 necegsary.

"%“(b) The Secretary may contract with any person, agency, or institution to
secure on a reimbursable basls such speclal data, actuarial information, and
&tlile:l :ilformatlon as may be necessary in the carrying out of his runcthns uuder

s title, .

“§TUDIES AND m:oonxmnowxoxs

“Sro. 1875. (a) The Secretary shall carry on studles and deVeIOp rec0m-
mendations to be submitted from time to time to the Congress relating to health
care of the aged, including studles and recommendations concerning (1) ‘the
adequacy of existing personnel and facilities for héalth care for purposes of the
programs under parts A and B; (2) methods for encouraging the turther develop-
ment of efficlent and economtcal forms ‘'of health ¢are which'are a’construétive
alternative to inpatiént hospital caré; (3) the effects of the deductibles and
coinsurance provisions upon heneﬂclarles, peréons who provide health gervices,
and the financing of the program; and (4) the desirabllity of broadening or
otherwise modifying the provlslons of this title which authorlze payment for
additlonal days of post-hospital e¢xtended care services in cases where the
number of days of inpatient hospital  services in g spell of illness for which
payment {8 made 18 less than the maximum number of days for whlch such
pnvment could be made.

* #(b) The Secretary shall make a continuing study of the operation and admm-
istrafion of the insurance programs urider parts A and B, and shall transmit
to ((glfICongress annually a report concernlng the operatmn of such programs »

“ 7 (1) an individual wag elig{ble to enroll underusectlon 1837 (e “of the Soclal
- Security Act -before Aprll 1, 1960, but falled to'énroll before - uch date, and

(2) it is shown to the satisfactloxi of the Secretary’of' Health, Education,
aAndl:Velga%e ‘that’ there was good cause for such:fallure to énréll before
pl 1 6 . ,- LI 3% R

such 1ndlvldual may enroll pursuant, to thls subsection at any t,ime betpre Octo«
ber 1, 1966. The determination of what constitutes good cause for purposes of
the preceding sentence shall be.made in accordance with regulgtions -of .the
Secretary. In the case of any individual who enrolls pursuant to this subsec-
tion, the coverage perlod (within the meaning of section 1838 of .thé Soclal
Security Act) shall begin ‘on the ﬂrst day ot thé ﬁth month ﬁtter the month in
whlch he so enrolIs .

TRANEITIONAL PBOVISION ON ELIOIBIIJTY OF PRESENTLY UNINSUBE.D IZ\DW!DUALS
FOBR HOSPITAL INGURANCE BENF?ITB

' Sso 103, (a) Anyonewho— "~ = -~ - - ~ R :
‘(1) hasattained the age of 65, vt '
“(2) (A) attainéd such age before 1968 or (B) has not less ‘than 3 quar-
"7 terd Of 'coverage (as defined in title IT of the Soclal' Security Act or gection
6(1) of the Rallroad Retirement Act of 1937), whenever acquired, for edch
- 'cal;ndar vear elapsing after 1065 and before the year in which he' attained
such age,
" (8) 18 not, and upon filing aApplication . for monthly insurance benefifs nn:
"der section 202 of the Soclal Security Act would not be, entitled fo hospitaf
‘insurdnce benefitd under section 228 of guch Act; dnd’ 18 not certiftable as a
_qualified railroad’ refirement benéficlary under section 21 of the Railrozid
S 'Retii'ement ‘Act 0f 1987 (a5 added by section 105(4) 6f this Act). -
- (4) 18 a resident of thé United States (as défined in section 210(1) ‘of the
SOcial Becurity Act), and 18 4. Cltizen of the United Htates or arf individual
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who has resided in the United States (as so defined) continuously during
the 10 years immediately preceding the month in which he files application
undef this section, and. - e ' o n
- '(5) “has flled an- application under this section in such manner and in
. acecordarice’ with such other requirements as may be prescribed in- regula-
*- ‘tlond of the SBeéretary, - * - - - - A T
shall (subject to the limitations in this section) be deemed, solely for purposes
of section 228 of the Soclal Security -Act, to bé entitled to monthly insurance
benefits under such section 202 for each month, beginning with the first month
fn which he meets the requirements of this spbsection and ending with the month
in which he dies, of; if ‘earlier, the month before the nionth in which lie becomes
(or upon Al ,_appucaglon,tdr‘mqnthly'insurance benefits under section 202 ‘of
such act would become). entftled to hospital insurance benefits under section 226
or hecomes certifiable as a &ua!i@ed; railroad retirement bepeficlary. Anindivid-
ual who would have met the precading requirements of this subsection in any
month had he filed application’inder paragraph (5) Hercof before the end of such
morith shall be deemed to have met such requirements in siuch month if he files
such application before the end of the twelfth month following such month. No
application under this section which is filled by an individual before the first month
in which he meets the requirements of. paragraphs (1), (2), (8), and (4) shall
be accepted as an application for purposes of this section. . .
(b) The provisions of subsection (a) shall not apply to any individual who—
~. (1) 1s, at the beginning of the first month in which he meets the require-
_ments of subsection (a), a member of any organization referred to in section
210(a) (17) of the Bocial Security Act. . o o .
(2) has, prior to the beginuing of such first month, been convicted of any
- offense listed in section 202(u) of the Social Security Act,or S
..+ (8) at the beginning of such first month, is covered by an enrollment in a
~ health benefits plan under the Federal Employees Health Benefits Act of
1959, or could have been 80 covered had he or -some other individual availed
himself of opportunities to enroll in a health benefits plan under such Act
and (where the Federal employee has retired) to continue such enrollment
after retirement, - SR ) .. o
-(¢) There are authorized to be appropriated to the Federal Hospital Insurance
Trust Fund (established by section 1817 of the Soclal Security Act) from time to
time su¢h sums as the Secretary deems necessary, on accountof— = =
(1) payments made from such Trust Fund under part A of title XVIII
. of such Act with respect to individuals who are entitled to hospital insur-
ance benefits under section 226 of such Act solely by reasqn.of this section,
(2): the additional administrative expenses resulting theréfrom, and
. (8) any-loss in interest to such Trust Fund resulting from the payment
of such amounts, ‘ : o
in order to place such Trust Fund in the same position in which it would have
been if the preceding subsectlons of this section had not been enacted.

'SUSPENSION IN OASB OF ALIENS; PERSONS CONVIOTED OF SUBVERSIVE AOTIVITIES

Beo. 104, (a) (1) Section 202(t) of the Social Security Act is amended by
adding at the end thoreof the following new paragraph: : o . -

#(9) No payments shall be made under part A of title XVIII with respéct to
items or services furnished to an individual in any month for which the pro-
hibition in paragraph (1) against payment of beneflts to him is applicable (or
would be if he were entitled to any such benefits).” - -

(2) Section 202(u) of such Act 18 amended by striking out ‘‘and” before the
phrase “In determinitg the amount of any such benefit payable to such individual
for any such month,” und inserting after such phrase “‘and in determining whether
such individual is entitled to insurance benefits under part A of title XVIII for
any suchmontb,”., .. . .. . - . . Sitaa o ‘
- (b) (1). No payments shall-be made under part B.of title XVIII of the Social
Security Act with respect to expenses incurred by an individusl during any
month for which such. individual may not .bhe paid monthly bencfits under title
II of such Act (or for which such monthly benefits would be suspended.if he
were otherwise entitled thergfo)_,by reason of section 202(t). of such Act (relating
to suspensicn of beneflts of allens who are outside the United States). .-, .

{2) An individual who has been ¢onvicted of any offense under (1) chapter 87
(ﬁglatt_iqgﬁtg zegpithiagg {al’:;d cen_soxjség&)l. élgap&er:};){s, (xltelatl,ng %& _sa)botéagle), o;
chapter, 116 (relating to, treason, ion; angd subversive activities) of title 1

of thg United gtates Code, or ( é)ssectlon 4, 112, or 118 of the Internal Securlty
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Act'of 1950, as aménded, may not-enroll under part B of title XVIII of the Social
Security Aet. - - 7 S e -
L “ I RAILROAD BETIREMENT Annxouqmjs 4 N
'SEo. 105. (a) (1) The Railroad Retirement Act of-1937 is amended by adding
after section 20 the following new section: . - A e :

C ““HOSPITAL INSURANCE BENEVITS ¥FOR THE AGED oL

“SE. 21. For the purposes of part A of title XVIIT of the Soclal Security Act,
in order to provide hospital insurance beneflis for annuitants, pensioners, and
certain, other aged indiv.duals, ‘the Board shall, upon request of the Secretary
og;; Health, Education, and Welfare, certify to the Secretary the name of any
individual who has attalned age 65 and who (1) is entitled to an annuity or
pension under. this Act, (2) would be entitled to such an annuity had he (i)
ceased compensated service and (in the case of a spouse) had such spouse’s
husband or wife ceased compensated service and (i1) applied for siuch annuity,
or (8) bears a relatlonship to an employee which, by reason of gection 8(e) of
such ‘Act, has been, or would be, taken into account in calculating the amount
of an annuity of such employee or his survivors. Such a certification shall in-
clude such additional information as may be necessary to carry out the provi-
slons of part A of title XVIII of the Soclal Security Act, and shall become effec-
tive on the date of certification or on such earlier date not more than une year
prior tc the date of certification. as the Board states that such individual first
met the requirements for certification. The Board shall notify the Secretary of
:e!l:t ldat'? on which such individual no longer meets the requirements of this

on,” - T S

(2). For purposes of section 21 of the Rallroad Retirement Act of 1937 (and
sectiong 1840, 1848, and 1870 of the Soclal Security Act),,entitlement to an

nnuity or pension under the Raflroad Retirement Act of 1937 shall be deemed
to include entitlement under the Railroad Retirement Act o£ 1035. . .

_(b) (1) Section 3201 of the Internal Revenue Code of 1954 (r¢lating to rate
of tax on émployees under the. Railroad Retirement Tax- Act) is amended by
striking out “the rate of the tax },imdposegi .with respect to w,age%by section 8101
at such time exceeds {he rate provided by paragraph (2) of such section 8101 as
amended by the Sccial Security Amendments o? 1056": and inserting in lieu
théreof “the rate of the tax imposed with respect to wages.by sectfon 3101 (a)
at such time exceeds 2%, percent (the rate provided by paragraph (2) of sec-
tion 8101 as damended by the Social Security Amendments.of 1958)". .

(2) Section 8211 of such Code .(relating to the rate of tax on employee repre-
sentatives under the Rallroad Retirement Tax Act) is amended by striking out
“the rate of the tax imposed with respect to wages by section 8101 at such time
exceeds the rate provided by paragraph (2) of such section $101 as amended -
by the Social Security Amendments of 19568” and inserting in lieu thereof “the
exconds 2% Porsent. (the Shis pronidal mace, oy section B101(a) at such time
exceeds 2% percent (the rate prov by paragraph- (2) o on | ae
amended by the Social Secarity Alx?nendments oﬁ%ﬂ) Yoo Gl oL ‘
__{B), Section, 8221(b) of such Code (relating to the rate of tax on employers
under tho Rallroad Retirement Tax Act) is amended by striking out “the rate
of the tax imposed with respect to wages by section 2111 at such time exceeds
the rate provided by paragraph (2) of such section 8111 as amended by the
Social Security Amendments of 1956” and inserting in lieu thereof “the rate of
the tax imposed with respect to wages by sectlon 8111(a) at'such time exceeds
23, percent (the rate provided by paragraph-(2) of séction 8111 as amended by
the Social Security Amendments of 1956)", .. -~ . L. Lo

. (4) The amendments made by this subsection shall be effective with respect
to compensation pald for services reéndered after December 81,1968, o

(c) For amendments preserving relationship between the rallroad retirement
zlég old-age, survivors, and disability insurance systems, seo section 828 of this
o : ..,t.;. MEDIOAL EXPENSE DEDUOTION. . -~ .

.. 80,106, (a) Subséction:(a) of section 218 of -the Internal Reveniie Code of
1924 (relating to allowance of deduction) is amended to read-as follows:® -
. (8) 'ALLOWANOE OF DEbUOCTfON.~~There shall be alldwed: ad'a déduction the
tollowigg amounts, not compensidted for by ihsurance ¢f ofherwise— 7
(1) the amount by which ihe amount of the-expenses’ patd during the
taxable year (reduced by any amount deductible under paragraph (2)) for
47-140—65—pt, 1——4

’
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15t anedieal, care ‘of .the:taxpayer, his.sponse,:and dependents. (as defined.in
gection 152) exceeds 8 percent of the adjusted gross income, and _t;.,,a.u,-,,w.,;-,:e
#(2) an. amount_(not in:excess,of $200). equal to one-hal t the ex-
_ penses pald during the taxable year for insurance which constitutes medical
*if ot for the taxpayer; his spousd, and dependents,” |- ot {licni G0l L
/(b) The second sentence of section 218(b) of such Code (relating to limitation
with respect to medicine and drugs) is repealed. T
. (cgesiecuon 218(011. oéiauchOode. (rgl?g)ng.ttgc‘l)eﬂntltig?s)t;ls tamended tﬁy (lie)-
numbering paragraph (2) as paragraph (4), and by striking out paragrap
ana-mse;-gn in‘fl‘;qthéﬁ'éoxthgrol gycgng: R pa D
* 7 @(1) The tert"'ediéal'care’ teans amountspatd- N v
R ‘,‘(A)‘.'f)ojlfftﬁe’;dimwlﬁ;{m"e} mitigation, trédtment, or prevention o
77" dlsease, or for the purpose of affecting any,striicture or functjon of the
P J‘.d!’Z"fdr‘. transportation primarily for and essentla] to' tedical care
- referréd to in subparagraph (A)yor:" ) T Lot
RO for ‘inBbrance (including amounits ‘paid ad prémiums under part
ot title XVIII of the' Social Security Act, rélating to supplementary
., health’insurarice’ for the dzed) covering medlcal caré reférred to in
© " gubparagraphs (A) and"(B), R R oY
“(2) I t e‘fas'é £ an’insurgnce contract updér which ampunts are pay-
able ¢ gthér than medical care roferred to In subparagryphe (A) and’(B)
) of pa¥a ‘ap‘*z' ] _"_‘.;“:-u‘ «.‘:'!.'}.': ‘r»- ;_‘xh‘ ‘i"'.: _!«, ",; o > ‘L’J p 7-" ‘,}; K :
. pa “(A) no AMO t shall bg treated as,paid fQQ' insurahce té ;wiﬂéh para-
v - ‘graph’ (1) (O) ‘apblifes uhless the chiiyge for such insuraincd 18 separately,
<t o gtated iR the conbract, 0 e O P ch it el T e
. “(B) the amount taken into account as the amount paid for sueh o
' ---gurance shall not exceed such chafge,and S
T e (0) horamount shall be treated as pald for such fnstranes’ it the
" ainonint specified in the cohtract as the charge for such insuratice'ls un-
reasonab ;»lgrgue] in relation to the total charges under the ¢ontract.
no o wigy 'Subfect to the Hmitatjons-of bamg‘x‘agb"m)‘.“premmmg pald during
' ‘the'taxable yeak by'a thxpayer before he attains the age of 65 fot insurgnce
' covering megidal cape’ (Within the meaning of subparagraphis’ (A) ‘and (B).
- .;‘ofxnaragragb‘{(l)’)..f,ox: ‘the"taxpayer,’ hij dpouse, of a dépendent after 'the
1 taxpayer attaing“the age bf 65 shall bé treated as expenses pald during the
“f ' thxable ~year"tor‘inpn‘rﬁixce?'wn(lch‘iéOI;q%ittite‘S'}i_neﬁlcd, | care it premiunds for
- such-lhsuraneca‘aye payable (on a’ level paymen ~‘b;asisg ‘under, thetggnt:gi
for a petiod of 10°Féars or more’or until the' yearin'which the taxpayer at-
i talng’thé age'of 65 (but in no cage for'a period of less than b years).' = |
17(d) Bectlon 218(g) of such'Codé (relating to maximum limitation if tdxpayer
or spouse has kittairied age 85 and is disabled) Iwamended-— ' °10 T
7 (1) by étriking'out “Hag Attained 'Age'65 and” 1) thy headlrgy " . "
-t ty(2)iby striking ‘out “has’ attained ‘the nge of ‘65 béfors the: close . of ‘thé
o - takabléyear and” éach place SQ‘abiiégrg fnthetext;and - '-' PO 0 v
~+ - :(8) by striking out “bave attained thé'dge of 65 Hefors' the close of ‘thd
taxable year and” in pavagraph (1)(B). -t T e
» ' (e) 'The Amendments made by thig section shall apply to'taxable years begin;

ning afier December 81,1068, '« -1 i o ) T
Tt B A I S N L B B P R R L L ' N

£ i it REOETPTS FOR EMPIOYEES MUST ‘8HOW'TAXES BEPARATELY i ,
. : 8E0.. 107. Section 6051(¢) ‘of the Internal Revenue Code of 1084 (relating to
additional requirements) is amended by.adding:at the end thereof:tho'follotving
new sentence: “The statements required under this section’shall als6 show the
proportion of the total amount withheld as tax under section 8101 which 1 for
financing the cost:of :hospital insurance benefits under .part A: of ‘title XVIII of
the Social Securlty-Act, 1o o oo h e e

TEOHNIGAL AND ADMINISTRATIVE AMENDMENTS RELATING TO TRUST FUNDS.
8ko. 102, (a) (1) Sectfon’ 201(a) (8) of the Social Security Act 1s amended by
inserting “(other than sections 8101(b) and 8111(b))”:after “chapter 21" each
[ Y L WO TIRTY S B S RS S FOR R MRS

place it appearxs therein, -« ¢ . . o .o 0 ey sl a0 :
: ;(2,);»,Sgctgq 201(a) (4)..0f such Act is amended by 4nserting *{other than sec
tion 1401( )g',\att,er_-‘;chapter 2" and:after. “such subchapter or chapter”, -~ =
~.1(8) Sectlon 201(g) (1) of such Act is'amended to read as follows st ¢i " jr
Tt Lheeten s oD el L et DR A U R I L TS LR
J TR ST [T} L S
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(1) (A).,There are authorized: tp, be made available for expenditure, out'of
any,,or.al} 6f the Trust. Funds (which for purposes of this paragraph shall
fnclude algo.the Federal.Hospital Insurance Trust Fund and the Federal Sup-
plemeéntary:. Health Insurance . Benefita Trust.. Fund . established by title
XVIII), such amounts ag the Congress may deem appropriate to pay the costs
of the part of the administration of this title and title XVIII for:which the
Secretary of Health, Education, and Welfare is responsible. --During each flacal
year or after the close of such fiscal year: (or at:both times), the SBecretary of
Health, Education, .angd:Welfare shail analyze the costs of administration of
this title and title XVIII during the appropriate part:or all of such fiscal year
in;order: to determine the portion-of such costs which should bé borne by each
of. the Mrust Funds and shall certify to the Managing Trustee the amount, if
any, which should be transferred among such Trust Funds in order’ to assure
that each of.the Trust Funds bears its ptoper share of the costs incurred during
such fiscal year for the part of the administration of.this title and title XVIII
for which: the Secretary .of Health, Education, and Welfare.is responsible.: The
Managing Trustee i authorized and directed to transfer any such amount(detex
mined under the preceding sentence) among such Trust Funds in accordance with
any certification somade, ... - 0 o L Ly o e s T
- ¥%(B) The Managing Trustee.is dirccted .to pay from the Trust Funds {nto the
Tregsury the amounts estimated by him which iill be expended, out:-of moneys
appropriated from the general funds in- the.Treasury, ‘during each:calendar
quarter: by: the Treasury Department for the part of tho administration of this
title and title XVIII for which the Treasury Department is responsible and for
the administration of chapters 2-and 21:of thé Internal Revenue Code of 1054.
Such payments shall be covered. into the Treasury as repayment to the account
for reimbursement of expenses incurred in connection with such adnilnistration
og tgg! gtla and title XVIII and chapters 2 and'21 of the Inteinal Revenue Code
of 1054, o IRURPC SR TR PR L F RN L VO P
.+ .(4) ;Section 201(g) (2) of such Act is amended by inserting after “the amount
estimated by him as taxes” the following: “imposed tnder section ' 8101(a)".

(5) Section 201(h) of such Act is amended by inserting *(other than section
228) " after “thisg title”. - o 0 L

(b) Section 218(h) (1) of such Act i{s amended by striking out “Trust Funds
in the ratio ih-which amounts are appropriated to such Funds pursuant to sub-
sections () (8) <-and ' (b) (1) 'of -section 201" -and inserting L? lfeu' théreot
“Prust Funds and the Federal Hdspital Insirance Trust Fund fn' 'thé rati6' in
which amounts are appropriated to such Funds pursuant to gubgection (a) (8) -
of sectlon’ 201, subsection (B) (1) ‘of 'suchk seéction,” and ‘subsection "(a) (1) of
section 1817, respectively”. _ e

(¢) Section 1108(b) of such:Act is amérnded by étriking out “and the Federal
Disability Insurance Trust Fund’ and lnsewnglp. }leu thereof. ¥, the Federal
Disability’ Insurance Trust' Fund, the Federal Hosplta) Insurance Trust ¥und,
and thé Féderal Shpplementary Health Insurance Beneflts Trust fund”.

# AR

CUSAIE T ANTRORY covxomox'éoouismfmrrt) S
Seo. 109, (a) Title VII of the Soclal Security Act is amended by adding at

the end thereof the following new sectioh
RIPA [EERE3 IR SN Cebe vt Ty Y gy BT e
S HADVISORY . COUNOIL ON. BQOTAL BE( RITY - . o0 e

T ugEo. 708. '(ti?'Du’ring 1968 and every fifth year thereafter, the Secretary shall
appoint an Advisory Council on Social Security for, the purpose o revi,ewm‘g the
status of the Federal Old:Age and Survivors Insurance Trust Fund, thi Federal
Disabllity Insurdnce Trust Funid, thé Fedéral Hospital Insurance’ Trust ¥una,
ahd the Federal Supplémentary. Health Insurance Benefits Trust Fund v rels-
tion' to the long-term conimitments of the old-age, su,rvlvyo‘_rg,_‘and' digabllity In-
sturance programand the ‘programs uniddr parts ‘A and B of title XVILI, and of
reviewing “the ‘scdpe 'of ‘coveragé and the ‘adequacy of benefits ‘under, and at
other aspects of, these programs, including their impact on thé pubiic assistance
programs under this Act. . AU

“(b) Each such Council shall consist of the Commissloner of Social Security.
as Chairman, and 12 other persons, appointed by, the Secretary without regard
to. the clvil service laws.. The a painted members shall, tq the extent possible,
Fopresent drgdulzatlons of emplo sr‘se‘;\ng employees in equal numbers, and rep-
resont selt-employed persons and the publle, ', ;"o i |

- ¢
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“(e) (1) Auny Councllappointed hereunder is authorized to engage such tech-
nical assistance, including actuarial services, as may be required to carry out its
functions, and the Secretary shali, in addition, make available to such Counecil
such secretarinl, clerical, and other assistance and such actuarial and other
pertinent data prepared by the Department of Health, Education, and Welfare
as it may require to carry out such functions, ' :

“(2) Appointed members of any such Council, while serving on business of the
Council (inclusive of travel time), shall receive compensation at rates fixed by
the Secretary, but not exceeding $100 per day and, while so serving away from
their homes or regular places of business, they may be allowed travel expenses,
including per diem in lleu of subsistence, as authorized by section 5 of the Ad-
ministrative Expenses Act of 1846 (8 U.8.0. 78b-2) for persons in the Govern.
ment employed intermittently., © - o )

“(d) Each such Councll shall submit reports of its findings and recommen-
dations to the Secretary not later than January 1 of the second year after the
year in which it is appointed, and such reports and recommendations shall there-
upon be transmitted to the Congress and to the Board of Trustees of each of the
Trust Funds. The reports required by this subsection shall include—

“(1) a separate report with respect to the old-age, survivors, and disability
insurance program under title II and of the taxes imposed under sections
1401(a), 8101(a), and 8111(a) of the Internal Revenue Code of 1954,

*(2) a separate. report with respect to the hospital insurance program
under part A of title XVIII and of the taxes imposed by sections 1401(b),
8101(b), and 8111(b) of the Internal Rovenue Code of 1084, and

“(8) a separate report with respect to the supplementary health insurance
B:meﬁtés program established by part B of title XVIII and of the financing

ereof, ‘

After the date of the transmittal to the Congress of the reports required by this
subsection, the Council shall cease to exist.”

(b) -Bffective January 1, 1966, section 116(e) of the Soctal Security Amend.
ments of 1058 is repealed. : -

' MEANING OF TERM ‘'SEORETARY”

Sro. 110. As used in this Act, and in the provislons of the Social Securlty Act
amended .by this Act, the term ‘“Secretary”, unless.the context otherwise re-
quires, means the Secretary of Health, Kducation, and Welfare,

PART 2--Ggux€ws TO STATES FOR MEDIOAL ABBISTANCE PROGRAMS

ESTABLISIIMENT OF PROGRAMS

Sec. 121. (a) The Soclal Securlty Act is amended by adding at the end thercof
(after the new title XVIII added by section 102) the following new title: -

“PITLE XIX—GRANTS TO STATES FOR MEDIOCAIL ASSISTANCE
PROGRAMS

“APPROPRIATION o ,

“QEe0, 1001. For the purpose of enabling each State, as far as practicable unde

he conditions In such State, to furnish (1) niedical assistance on behalf of
Jamilles with dependent children and of aged, blind, or permanently and totally
ilisabled individuals, whose income and resources are insufiicient to meet the
vosts of necessary medical sexvices, and (2) rehabilitation and other services to
belp such families and indlviduals attain or retain capabllity for independence or
gelf-care, there 18 hereby authorlized 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 payments to States which have submitred,
and had approved by the Secretary of Health, Education, and Welfare, State plans
for medical assistance. . .

“STATE PLANS FOR MEDIOAL  ASSISTANCE .

“Sro.1002. (a) A State plan for medical assistance must— =~ o
“(1) provide that it shall be in effect in all palitical subdivisions of the
State, and, it administered by them, be mandatory upon them; ..
“(2) provide for financial participation by the State equal to not less than

i
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40 per centum of the non-Federal share of the expenditures under the plan
with respect to which payments under section 1003 are authorized by this
title; and, effective July 1, 1870, provide for financlal participation by the
State equal to all of such non-Federal share; . ‘

“(8) provide for granting an opportunity for a fair hearing before the
State agency to any individual whose claim for medical assistance under the
plan Is denied or is not acted upon with reasonable promptness;

"(4) provide such methods of administration (including methods relating
to the establishment and maintenance of personuel standards on a merit
basls, except that the Secretary shall exercise no authority with respect to
the selectlon, tenure of office, and compensation of any individual employed
in accordance with such methods, and including provision for utilization of
professicnal medical personnel in the administration and, where administered
locally, supervision of administration of the plan)- as are found by the
Secretary to be necessary for the proper and efficient operation of the plan;

“(5) provide that the .State agency administering or supervising the
. administration of the plan of such State approved under title I, or under
title XVI (insofar as it relates to the aged), shall administer or supervise
the administration of the plan for medical assistance; and that any local
agency administering the plan of such State approved under title I, or. under
title XVI (insofar as it relates to the aged), in a political subdivision, shall
administer the plan for medical assistance in such subdivision;

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

“(7) provide safeguards which restrict the use or disclosure of informa-
tion concerning applicants aund reclpients 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
asslstance shall be furnished with reasonable promptness to all eligible
individuals; = = - . A ‘ S

“(9) provide for the establishment or designation of a State authority
or authorities which shall be responsible for eatablishing and maintaining
standards for private or public institutions in which reciplents of medical
assistance under the plan may recelve care or services; - I
~%(10) provide for making medical assistanco available to all individuals
recelving aid or asslstance under State plans approved under titles I, IV, X,
X1V,and XVI;and— ., . - C e e
~ “(A). provide that the medical assistance made available to. indl.

viduals receiving ald or assistance under any such State plan— . .

. (1) shall .not be less in .amount, duration, or scope than the

medical assistance made avallable to individuals recelving ald or
assictance under any other such State plan, and . S

- %(i1) shall not.be less in amount, duration, or scope than the

. medical assistance mado available to indlviduals not receiving ald

or asststance under any such plan;and .. -

~ “(B) if medical assistauce s included for any group of {ndividuals

who are not receiving ald or assistance under any such State plan and
who do not mect the income and resources requirements of the one of
such State plans which is appropriate, as determined in accordance
with standards preseribed by the Secretary, provide—

“(1) for making medlcal assistance available to all individuals
who would, If needy, be eligible for aid or assistance under any
such State plan and who have insuficient (as determined in ac-
cordance with comparable standards). income and resources to meet
the costs of necessary medical care and services, and ~

. “(it) that the medical asslstance made available to all indi-
" viduals not recelving aid or assistance under any such State plan
. 8hall be equal in amount, duratfon, and scope; .

“(11) provide for entering into cooperative arrangements with the State
agencics responsible for administering or supervising the administration of
health services and vocational rehabilitation services in the State looking
toward maximum utllization of such services in the provision of medical

~ assistance under the plan; L
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. _*(12) provide‘that, in detérmining whethér an individual’ is blind; there
shall be an examination by a physician skilled in the diseases of thé eye or

* by an optometrist; whichever the individual may select; -

#(13) provide for inclusion:‘'of some institutional and: some noninstitu-

- tional care and services, and, effective July 1, 10687, provide (A) for inclu.
- slon. of:at least the care and services listed in clauses (1) through (5) of

section 19005(a), and (B) for payment of the reasonable cost (ds determined

in accordance with standards approved by the Secretary and fn¢luded in the

plan) of inpatient hospital gervices provided under the plan; - - -
“(14):‘provide that (A) no deduction, cost sharing, or sithilar charge will

. be imposed under the plan:on the individual with respect to inpatient hos-

pital services furnished him under the plan, and (B) any deduction, cost

- sharing, or similar charge imposed under the plan with respect to any other

- médical assistance furnished him' thereunder, and any enrollment fee, pre-

mium, or similar charge imposed under the plan, shall be reasonably related
(as determined in accordance with standards approved by the Secretary

- and included in the plan) to the recipient’s income or his income and

- resources;

“(158) in the case of eligible individuals 65 years of age or older who are
covered by either or both-of the Insurance ‘programs established by title
XVIIL, provide— o - ' )

“(A) for meeting the full cost of any deductible imposed with respect
to any such individual under the insurance program established by
part A of such title; and ‘ ' : C

“(B) where, under the plan, all of any deductible, cost sharing, or

~ similar charge imposed with respect to any such individual under the

insurance program established by part B of such title is not met, the
portion ther¢of which is met shall be determined on a basis reasonably
related ' (as determined in accordance with standards approved by the
Secretary and included in the plan) to'such individual’s incomeé or his

"~ income and resources; ’ = Co
“(18) -provide: for inclusion, to the extent required by regulations pre-
scribed by the Secretary, of provisions (conforming to such regulations)
with respect to the furnishing of medical assistance under the plan-to in-

dividuals who are residents of the State but are absent therefrom;
- #(17) include reasonable standards (which' shall'be comparable for all

‘groups) for deterniining eligibility for and the extent of medical assistance

under the plan which (A) are consistent with thé ohjectives of this title,

'(B) provide for taking into account only such incomeée and resources as are,

as determined in accordduce with standards prescribed by the Secretary,
avallable to the applicant or reciplent and (in the case of any applicant or
recipient who would, if he met the requirenients as to need, be eligible for
ald or assistance in the form of money payments under a State' plan ap-

" proved under titie I, IV, X, XIV, or XVI) a8 would not be disregarded (or

- set aside for future needs) in determining his eligibility for and amount of

such ald or assistance under such plan, (0O) provide for reasonable evalua-
tion of any such:income or resources, and (D) 'do not take into account the
financial responsibility of any individual for any applicant or recipient of
assistance under the plan unless such applicant or recipient is such individ-
ual’s spouse or sich individual's child who is under age 21 or is blind or
permanently and totally disabled; and provide for flexibility in the applica-
tion 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 premfums or otherwise) incuired for medical care of for any
other type of remedial care recognized under State law; =

“(18) provide that no Hen may be imposed against the property of any
individual prior to his death on account of medical assiatance paid or to be
paid on his behalf under the plan (except pursuant to the judgment of a
court on account of benefits incorrectly paid on bhehalf of such individual),
and that there shall be no ndjustment or récovery (eXeept, In the case of an

individual who'was 63 years of age or older when he recelved such assist-

ance, from his estate, and then only after the death of his surviving spouse,
it ‘any, and only at a timé when he hias no surviving child who {s under
age 21 or ig blind ‘or pefmanently and totally disabled) of any medical
" 4(10) ‘provide such safeguards ag may be necessary to 'ssdlire that oligi-
bility for care and services uuder the plan will be determitted, and such care

assistance correctly bald on behalt dof snch individual 'under thé plan;

\ 1
[
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- ‘ahd services will'bo- provided, 1n ‘a manter conslstent’ with simplicity of
administration and the best interests of the reciplents;
' 4(20) if the State’plan includes medical assistance in behalt of individ-
‘naly 65 years of age or older who are patlents in lnstitutlons for taberculosls
‘or mental diseages—

: “(A) provide for having i1 effect such agreements or other nrrange-
ments with State authotrities concerned with mental diseases or tuber-
culosis (as the case may be), and, ‘where appropriate; with such insti-
tutions, as may be necessary for carrying out the State plan, including
arrangements for joint planning and for developing of alternate methods
of care, arrangements providing assurance of immediate rcadmittance

- to institutions where needed for individuals' under altéernace plans of
are, and. arrangements providing for access to patients and facilities,
or furnishing informatton, and for making reports;

“(B). provide for an individual plan £6r each such patient to assureé
that the institutional care provided .to, hith is.in his best interests,
including, to that end, agsurarces that theré will' ue nitial and periodic
review of his medical and other needs, that he wiil be given appropriate
medical treatment within the institution, and that there will be a peri-

_odical ‘determination of his need for contintied 'treatment in the
fnstitution;

“(0C) provide for the development of alternate plans ‘of éare, making
maximum utilization of avallable resources, for recipients 63 years of
age or older who would otherwise need care fn such institutions, in-
cluding appropriate medical treatment and other aid  or assistance;
for services reférred to in section 8(a) (4)(A) (1) ‘and (11) or section
1603 (a) (4) (A) (1) and_(i1) which are appropriate for such recipients
and for such patlents; and for niethods of administration necessary to
assure, that "the respomlbilltles of the State agency under the State
plan with respect to such vecipients and sneh patlents will be en'ectlvely

- carrfed out; and
' “(D) provide methods of determlnlng the reasonnble cost of lnstitu-
tlonal care for such patients ; and
“(21) if the State plan lncludes medtcal ‘assistance in behalf of mdivid-
uals 65 years of age or older who are patients in public institutions for
mental diseases, show that the State is making satlsfactory progresa toward
. .developing and implementing a comprehensive mental -health’ program,
/. Including provision for utilization of community’ mental" health centers,
_ nursing homes, and other alternatives to care ln publie instltutlonb tdt
" mental diseases.
,Notwlthstandlng parégmph (8), if on Jammry 1, 1985 and on the date on whlch
a State submits its ‘plan for approval under thls tltle, the State agency which
admlnistered or supervised the administration-of the plan of such State ap-
provéd under tltle X (or title XVI, insofar as it velates to the blind) was differ-
ent fronl the 8tate agency which adminlistered or's Xpervised ‘the’ administratmn
of the State plan approved under title I sOr title XVI, insofar as it relates to
the aged), the State agency which administered or supervised the administra-
tion of such plan approved under title X (or title XVI, insofar as it relates 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 individ-
uals and the State agency which administered or superﬂsed the administration
'of such plan approved under title I (or title XVI,' insofar as it relates to the
aged) may be established or designated to administer or supervise the adminls.
tration of the rest of tho 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)).
~%“(b) The Secretary shall approve any plan which falfitls the conditlons speci.
fled in subsection (a), except that he shall not approve any plan which tmposes.
asa condltton of eligibility for medical assistance under the plan-— ,
" 4(1) anage requlrement of more than 65 years; or
-4(2) eftective July 1;° 10687, any age requlrement ‘which excludes any
individual who has not attalned the age of 21 and s or would, except for
the provistons of sectlon 408(a) (2). be a dependent child under title' IV; or
.. '(8) '‘any residende requirement whlch excludes any lndlvidual who re-
. sides In the State;or -

IL.I )
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St;: {4) any citizenship requirement which excludes any citizen of the United

“(e) Notwithstanding subsection (b), the Secretary- shall not approve any
State plan for medical assistance if he determines that the approval and operation
of the plan will result in a reduction in aid or assistance (other than so much
of the aid or assistance as {8 provided for under the plan of the State approved
under this title), provided for eligible individuals under a plan of such State
approved undertitle], IV, X, X1V, or XVI. : , : .

YPAYMENT TO STATES

“Sro. 1003. (a) From the sums appropriated therefor, the Secretary (except
as otherwise provided in this sectlon and section 1117) shall pay to each State
which has & 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 percentage (as
defined in section 1805(b) ) of the total amount expended during such quarter
as medical assistance under the State plan (including expenditures for premi-
ums under part B of title XVIII, for individuals who are recipients of
money payments under a State plan approved under title I, 1V, X, XIV, or
XVI, and other insurance preminms for medical or any other typo of remedial
care or the cost thereof) ; plus ,

“(2) an amount equal to 78 per centum of so much of the sums expended
during such quarter (as found necessary by the Secretary for the proper and
efficient adminfstration of the State plan) as are attributable to compen-
sation of skilled professional medlical personne), and staff directly supporting
such personnel, of the State agency (or of the local agency administering
the State plan in the political subdivision) ; plus

“(8) an amount equal to 50 per centum of the remainder of the amounts
expended during such quarter as found necessary by the Secretary for the
proper and eficlent administration of the State plan, _

“(b) Notwithstanding the preceding provisions of this sectlon, the amount
determined under such provisions for any State for any quarter which is attribut-
able to expenditures with respect to individuals 65 years of age or older who are
patients in institutions for tuberculosis or mental disenses shall be paid only to
the extent that the State makes a showing satisfactory to the Secretary that total
expenditures from Federal, State, and local sources for méntal health services
(including payments to or in behalf of individuals with mental health problems)
under State and local public health and public welfare programs for such quarter
exceed the average of the total expenditures from such sources for such services
under such programs for each quarter of the fiscal year ending June 80, 1065,
For purposes of this subsection, expenditures for such services for each quarter
In the fiscal year ending June 80, 1965, in the case of any State shall be determined
on the basis of the latest data, satisfactory to the Secretary, available to him at
the time of the first determination by him under this subsection for such State;
and expenditures for such services for any quarter beginning after December 31,
1965, in the case of any State shall be determined on.the basis of the latest data,
satisfactory to the Secretary, available to him at thd time of the determination
under this subsection for such State for such quarter; and determinations so
made shall be conclusive for pury»azes of this subsection,

“(c) (1) If the Secretary finds, on the basis of satisfactory information fur-
nished by a State, that the Federal medlcal assistance percentage for such State
applicable to any quarter in the perlod beginning 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 80, 1965
(as determined under paragraph (2)), then 105 per centum of such Federal
share will be the Federal medical assistance percentage (instead of the per-
centage determined under section 1803(b)) for such State for such quarter and
each quarter thereafter occurring {n such period and prior to the first quarter
with respect to which sucha finding is not applicable. oo ‘

“(2) For purposes of paragraph (1), the Federal share of medical expendi-
tures by a State during the fiscal year ending June 80, 1965, means the percentage
which the excess of— S

“(A) the total of the amounts determined under sections 3, 403, 1008,
1403, and 1603 with respect to expenditures by such State during such year
as (zlug ‘(;}‘ assistance under its State plans approved under titles I, 1V, X, X1V,
an , over
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“(B) the total of the amounts which would have been determined under
such scctions with respect to such expenditures during such year if expendi-
tures as ald or assistance in the form of medical or any other type of remedlal

. 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) (1) Prior to the beginning of each quarter, the Secretary shall estimate
the amount to which a State will be entitled under subsections (a), (b), and
(e) for such quarter, such estimates to be based on (A) & report filed by the
State containing its estimate of the total sum to be expended in such quarter in
accordance with the provisions of such subsections, and stating the amount
appropriated or made available by the State and its political supd;vlslons for
such expenditures in such quarter, and if such amount is less thon the State’s
proportionate share of the total sum of such estimated expenditures, the source
or sources from which the difference is expected to be derived, and (B) such other
investigation as the Secretary may find neceskary. . :

“(2) The Secretary sbal] then pay to the State, in such Installments as he
may deterinine, the amount so estimated, reduced, or increased to the extent
of any overpayment or underpayment which the Secretary determines was
made under this section to such State for any prior quarter and with respect
to which adjustment has not already been made under this subsection, .

.(3) The pro rata share to which the United States is equitably entitled,
as determined by the Secretary, of the net amount recovered during any quar-
ter by the State or any political subdivision thereof with respect to medical
assistance furnished under the State plan shall be consldered an overpayment
to be adjusted under this subsection, , ,

“(4) Upon the making of any estimate by the Secretary under this subsection,
alx)zﬁ' af[gopriatlons available for payments under this section shall be deemed
obligated. . . Co

“(e) The Secretary shall not make payments under the preceding provisions
of this section to any State unless the State makes a satigfactory showing that
it 1s making efforts in the direction of broadening the scope of the care and
services made available under the plan and in the direction of liberalizing the
eligibllity requirements for medical assistance, with a view toward furnishing
by July 1, 1975, comprehensive care and services to substantially all individuals
who meet the plan’s eligibility standards with respect to fncome and resources,
including services to enable such individunls to attain or retain independence

or self-care, -
. ‘ “OPERATION OF BTATE PLANS

4Ske. 1004. I the Secretary, after reasonable notice and opportunity for hear-

ing to the Stnte ngency administering or supervising the administration of the
State plan approved under this title, inds— :

(1) that the plan has been so changed that it no longer complies with

the provisions of sectlon 1002; or 3 _ S :

. (2) that in the administration of the plan there is a fallure to comply

. substantially with any such provision : L ‘

the Secretary shall notify such State agency that further payments will not be

made to the State (or, in his discretion, that payment will be limited to categories

under or parts of the State plan not affected by such failure), until the Secre-

tary is satisfied that there will no longer be any such fallure to comply. Untlil

he 18 so satisfied he shall made no further payments to such State (or shall

lmit payments to categories under or parts of the State plan not affected by

such failure). 1
“DEFINITIONS

“8r0, 1005, 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 reciplent makes application for assistance) for indi-
viddnls who! exeept £or gection 403 (a) (2), are (or wotld. if ncedy, be) dependent
children under. title IV (and are.under the age of 21) or who are relatives
specified.in section 406(b) (1) with whom snuch children are living, or who ~re
65 years of age or.older, arc blind, or are 18 years of nge or older and perma-
nently gnd fotally disabled, but whose:income and resources are Insufficlent to
meet all of such cost— : o I T

R S oottt g
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(1) inpatient hospital services; o
“(2) outpatient hospital services; o
u 58)‘ other laboratory and X-ray services; o _

“(4) skilled nursing home services; L .

_“(8) physicians’. services, whether furnished in.thé office, the patient’s
home, & hospital, or a skilled nursing home, or elsewhere; S
. %(8),. medical care, or any other type of remedial care xecogplzed under

. State 1aw, furnished by licensed practitioners within the gcope of their prac-

", tice as defined by Statelaw; ' ‘ S S

'.‘?7) home health care services; N . : ‘ o

“(8) private duty nursing services; . . o e
“(9) clinic services; ‘ . ) . )

- “(10) dental services; , , o

“(11) ‘physical therapy and related services; L
~ “(12) prescribed drugs, dentures, and prosthetic devices; and eyeglasses
preseri by & pbysiclan skilled in diseases of the eyé or by an optometrist,

. whichever the individual may select: : T L oo
‘(‘1(18), other dlagnostic, screening, preventive, and rehabllitative services;

an , o

“(14) any other medical care, and any other type of remedial care recog-

nized under State law, specified by the Secretary; L i
except that such term does not include— _ :

' “(A) any such payments with respect to care or services for any indi-
vidual who is an inmate of a public institution (except as a patient in a
medical institution) ; or B ) . oo

“(B) any such payments with respect to care or services for any indl-
. vidual who has not attained 65 years of age and who {8 a patient in an
institution for tuberculosis or mental diseases. , ,

“(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 bears to the square of the per capita income of
the continental United States (including Alaska) and Hawalil; except that (1)
the Federal medical assistance percentage shall in no case be less than 50 per
centum or.more than 83 per centum, and (2) the Federal medical assistance
percentage for Puerto Rico, the Virgin Islands, and Guam shall be 55 per centum.
The Feéderal medical assistance percentage for any State shall be determined and
promulgated in accordance with the provisions of subparagraph (B) of section
1101(a) (8) ; except that the Secretary shall promulgate such percentage as soon
ag possible after the enactment of this title, which promulgation shall he.con-
clusive for each of the six quarters in the period beginning January 1, 1966, and
ending with the close of June 80, 1967,” o e,

" (b)’ No'payment may be made to any State under title I, 1V, X, XIV. or XVI

of the Social Security Act with respect to ald or assistance in the form of medieal

o ‘any other type of remedinl care for any period for which such State receives

payments under title XIX of such Act, or for,;ang period after June 80, 1967.

“(¢) (1) ‘Effective January 1, 1068, section 1101(a) (1) ‘of the Soclal Security
Ac(tl; i; Q{n'l'ended by striking out “and XVI"” and inserting in lieu thereof “XVI,
an la Ia . ' l‘. ‘_ L “A_‘.> ’:'_‘;-‘ . ,_‘ J "",

'(2) Section 1109 of such-Act Is ‘amended by adding at the end theréof the
following new sentence: “Any amount which is dlsregardqg -(or set aside for
future needs) in det_ermlning eligibiiity for and amount of the aid or assistance
for any {ndividual under a State plan approved under title I,'1Y, X, XIV, XVI,
or XIX shall not hé taken into consideration'in’determining the eligibility for
or amount of medical assistance for any other individual under a State plan-
approved under title XIX.” ‘

(8) Bffective January 1, 1966, section 1115 of such Act is amended by striking
out “or XVI”, “or 1602”, and “or.1603” and inseriing in lieu thereof “XVI, or

y h

XIX", “1602, or 1002", and 1603, or 1003", respectively. .
'PAYMENT BY STATES OF PEEMIUMS FOR SUPPLEMENTARY HEALTH . INSURANCE.
Sro. 122. Sections 8(a), 403(a). 1003(a), 1408(i), and 1603(a) of the Scelal

Security Act are each rmended by inserting “premiums tnder part B of title

XVIII for individuals who are reciplents of money payments under such plan

and other” ‘after “expenditures for” in the parenthetical phrase appearing in so

much of paragraph (1) thereof as precedes clause (A). S "

.

T
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TITLE II--OTHER AMENDMENTS RELATING TO HEALTH CARE
PART 1—MATERNAL AND CHILD HEALTH AND CRIPPLED CHILDREN'S SERVIOES
| INCREASE IN MATERNAL AND ORILD HEALTH' SERVIOES

Sx»:o 201. (a) The first sentence of sectlon 501 of the Social Securlty Act I8
amended by striking out “$40,000,000” and all that follows.and Inserting in lieu
thereof ‘‘$45,000, for the fiscal year ending June 30, 1966, $50,000,000. for the
fiscal year ending June 30, 1067, $55,000,000 for the ﬂsml year ending June 80,
1968, $55,000,000 for the fiscal year ending June 30, 1839, and $60,000,000 for the
ﬁscal year endlng June 30, 1970, and succeeding fiscal year.”

(b) Section 504 of suoh Act is amended by adding at’ the end thereof the
following new subsectlon: -
~ %(d) Notwithstanding the preceding provisions of this sectlon, yayraent
shall be made to any State thereunder for any perlod after June'80, 1066, unless
it makes a satisfactory showing that the State is extending the provlslon ‘of
maternal and child health serlces in the State with a view to making such serv-
ices avallable by July 1, 1975, to children in all parts of the State.”

INCRRASE IN ORIPPLED OHILDBEN 8 SERVIOES

SEo, 202. (a) The first ‘sentence of seot,lon 511 of the Social Secnrity Act is
amended by striking out “$40,000,000" and all that follows and ingerting in lieu
thereof “8$45,000,000 for the fiscal year ending June 80, 1866, $55,000,000 for the
fiscal year ending June 80, 1967, $35,000,000 for the fiscal year ending June 30,
1068, $£35,000,000 for the fiscal year ending June 80, 1969, and $60.000,000 for the
ﬁscal year ending June 80, 1970, and succeeding ﬁscal years.” .

(b) Section 514 of such Act 18 amended by ndding at the end thereot the
following new subsection:

“(d) Notwithstanding the precedlng provlsions of 'bhis subseetion, no payment
shall be made to any State thereunder for any period after June 30, 1966, unless
ft makes a satisfactory showing that the State 18 extending the provision of
cerippled ehildren’s services in the State with a view to making such services
available by J uly 1, 1975, to children in all parts of t‘he State.” A

TBAINING OF PROFESSIONAL PEBSONNEL FOR 'l‘.ﬂE CUARE OF CRIPPLE) OHILDBEN

Skeo. 203. (a) Part 2 of title V of the Social Security Act ls amended by
addlng at the end thereof the tonowing new section. -

“TRAINING OF PBOPESBIONAL PEBSONNEL

“SEc, 516. There are authorized to be appropriated $3,000, Oogtor the ﬂscal year
ending June 80, 1067, $10,000,000 for the fiscal year ending June 30, 1968, and
$17,600, for each fiscal year thereafter, for grants by the Secretary to public
or other nonprofit instftutions of higher learning for training professional per-
sonnel for health and related care of crippled children, particularly mentdlly
retarded children and children with multlfle handicaps.”

(b) The second sentence of section 514 (c) of such Act is amended by striking
out “section 612(b)” and lnsertlng in lleu thereot “section 512(b) or 616" S

PAI \!ENT POR INPATIENT HOBPITAL BBBVIOEB

" Sko. 204 (a) Seetlon 503(9.) of the Soclal Seeurlfy Act Is amonded by strlklng
out “and” before clause (7) and by inserting before the perfod at the end thereof
the following new clause: *“; and (8) effective July 1, 1967, provide for payment
of the reasonable cost (as determined in accordance wlth standards approved
by the Secretary and included in the plan) of. 1npatient hospital services pro-
vided under the plan”,

(b). Section 813(a) of such Act is amended by striktng ocut “and” before clause
(6) and by inserting before the: period at the end thereof the following new
clause: “; and (7). effective July 1, 1967, provide for payment of the reason:
able cost (as ‘determined in accordance wlth standards approved by the Secre-
t?ry, and included in ¢the plan) ot inpatient hospital services provided under tho
plan”

T
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SPEOIAL ‘PHOJEOT QGEANTS FOR HEALTH' OF ‘SOHOOL AND PRESUNGOL ORILUREN

Seo. 205. Part 4 0f title V of the Social Security Act {s amended (1) by revising
the heading thereof to.read as followa: “PART 4—GRANTS FOR SPEOIAL MATER-
NITY AND INFANT CARE PROJECTS, FOR PROJECTS FORE HEALTH OF SOHOOL .\ ND PRE-
B8CHOOL OHILDREN, AND FOR RESEARCH PROVEOTS”; (2) by redesignating section
532uas section 633; and (8) by inserting after section 531 the following new
section: . L . : _

“SPEOIAL PROJEOT' GRANTS .FOR HEALTH OF SOHOOL AND PRESOHOOL OHILDREN

. MSEo. 532, (a) In order to promote the health of children and youth of s¢hool
or preschool age, particularly in areds with concentrations of low-income families,
there are authorized to be appropriated $15,000,000 for the fiscal year ending
June 30, 1968, $35,000,000 for the fiscal year ending June 30, 1087, $40,000,000
for the fiscal year ending June 30, 1968, $45,000,000 for the fiscal year ending
June 30, 1969, and $50,000,000 for the fiscal year ending June 30, 1970, for grants
as provided in thissection. ST P
“(b) From the sums appropriatéed pursuant to subsection (a), the Secretary
is authorized to make grants to the State health agency of any State and (with
the consent of such agency) to tho health agency of any political subdivision
of the State, to the State agency of the Statc administering or supervising the
administration of the State plan approved under section 513, to any school of
medicine (with appropriate participation by a school of dentistry), and to any
teaching hospital affiliated with such a school, to.pay not to exceed 75 per centum
of the cost:of projects of a comprehensive nature for health care and services
tor children and youth of school age or for preschool children (to help them
prepare to start school). No project shall be eligible for a grant under this
section unless it provides (1) for the coordination of health care and services
provided under: it with, and utilization (to the extent feasible) of, other State
or local health, welfare, and education programs for such children, (2) foyr
payment of the reasonable c¢st (as determined in accordance with standards
approved by the Secretary) of inpatient hospital services provided under the
project, and (8) that any treatment, correction of defects, or aftercare provided
under the project is available only to children who would not otherwise receive
it because they are from low-incoire families.or for other reasons beyond their
control; and no such project for chlidren and youth of school age shall be con-
sidered to be of a comprehensive nature for purposes of this section unless it
includes (subject to the limitation in the preceding provisions of thiy sentence) .
at least such screening, diagnosis, preventive services, treatment, correction of
defects, and aftercare, both medical and dental, as may be provided for in regula-
tions of the Secretary. o , , L ‘
. “(c) Payment of grants under this sectifon may be made (after necessary
adjustment on account of previously made underpayments or overpayments) in
advance or by way of relmbursement, and in such installments and on such con-

dittons, as the Secretary may determine.”

EVALUATION AND REPORT

Seo. 208. The Secretary shall submit to the President for transmission to the
Congress before July 1, 1969, a full report of the administration of the provistons
of section 532 of the Soctal Security Act (as added by section 205 of this Act),
together with an evaluation of the program established thereby and his recom-
mendations as to continuation of and modifications in that program.

PART 2—IMPLEMENTATION OF MENTAL RETARDATION PLANNING

AUTHORIZATION OF APPROPRIATIONS

Seo. 211, '(a) Section 1701 of the Social Security Act is amended by adding
at the end thereof the following new sentence: “There are also authorized (o be
appropriated, for -assisting such States in initiating the implementation and
carrying out of planning anad other steps to combat mental retardation, $2,750,000
for the fiscal year ending June 80, 1866, and $2,750,000 for the fiscal year ending
June 30,1967.” . o : e

(b) The first sentence ot sectlon 1702 of snch Act I8 amended by inserting “the
first sentence of” before !'section 1701"” and by inserting the following before the
period at the end thereof *; and the sums appropriated pursuant to the second
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sentence of such sectlon for the fiscal year ending June 30, 1966, shall be available
tor such grants during such year and the next two ﬁgcal geara, and sums appro-
priated pursuant thereto for the fiscal year ending June 30, 1067, shall be avail-
able for such grants during such year and the succeeding fiscal year".

PART 3-—Pvauo‘ Asslsuncn Auznnm:ms BsLumo 'ro "HEALTH Canz

BBMOVAL OF LII!ITATIONB ON FEDEBAL PARTIOIPATION IN ASBIBTANOE TO AGED INDI~
VIDUALS WITH TUBERCULOSIS8 OR MENTAL DSEASFE ‘

. Slsm. 2921, (a) (1) Sectlon O(a) of the Soclal Security Act is amended to read as
ollows:

“(a) For the purposes of this title, the term ‘old-age asslstance means money
payments to, or '(if provided in or after the third month before the month in
which the recipient imakes application for assistance) medical care in behalt
of or any type of remedial care recognized under State law in behalf ‘of,; needy
individuals who are 65 years'of age or older, but does not include any such
payments to or care in behalf of any individual who is an inmate of a publie
institution (exce t as a patient in a medical institution).”

(2) Section 6(b) of such Act i1s amended by striking out all that follows clause
(12) and tnserting in leu thereof the followlng- :

“except that such term does not include any such payments with respect to care
or services for any individual who is an’ inmate of a public institution (except
_as a patient in a medical institution).”

(8) Section 2(a) of such Act is amended (A) by strlklng out “and" at the
end of paragraph (10) ; '(B) by striking out the perlod at the end of paragraph
{11) and inserting in lleu thercof a semlcolon and (O) by-adding after para-
graph (11)-the following new paragraphs: .

#(12) if the State plan includes asslstance to or in behalf of individuals
who are patients in institutions for tuberculosis or mental diseases—
“(A) provide for having in effect such agreements or other arrange-
“ments with State authorities concerned with mental diseases or tubercu-
losis - (as the case may be), and, where appropriate, with such institu-
tions, as may be necessary for carrying out the State plan, including .
arrangements -for joint planning and -for :development of alternate
- methods of care, arrangements providing. assurance of .immediate re-
admittance to institutions where needed for.individuais under alternate
plans’of care, and arrahgements providing for adcess 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 1s in his best interests, jnclud-
ing, to that end, assurances that there will be initial and periodic review
of hig medical and other needs, that he will be given appropriate medlcal
treatment: within the institution, and that there wiil be a Perlodlc de-
-termination of his nced for continued treatment in the Institution;
“(0) provide for the development of alternate plans of care, makl
maximum utilization of available resources, for recipients who wou
otherwise need.care in such institutions, including appropriate medlcal
treatment and other assistance; for services referred to in section 8(a)
-+ (4)(A) (1) and (i1) which are appropriate for guch recipients and for
- - such patients; and for methods of administration necessary. to assure
* that the responsibillties of the State agency under the Stdate plan with
.+ respect dto such recipients and such patlents will be effectively carried
- outsan
' “(D) provlde methods of determlning ‘the reasonable cost ‘of institu-
.i tiorial care for such patients;and
“{13) if:the State plan includes assistance to or in behalf of patients in
public . institutions for mental -diseases, show that. the State is making
satisfactory progress toward developing and implementing a comprehensive
mental health program, -including provision for utilization of community
mental health centers, nursing homes, and other alternatives. to care in
. publie institutions for mental diseases." :

(4) Section 8 of such Act is amended by udding at the end thereof the tollowing
new subsection: . . -

“(a) Notwithstanding the: preeedlng provislons of this section, the amount
determined under such provisions for any State for auny quarter which is at-
tributable to expenditures with respect to patients in institutions for tuberculosis
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or mental diseases shall be paid only to the extent thaf the State makes 2
showing satisfactory to thé¢ Secretary that total ‘expenditures in-the State
from Federal, State, and local sources for mental health seérvices (including
payments to or 'in behalf of individuals with mental- health problems) under
State and local public health and public welfare programs for such quarter
exceed the average of the: total expenditures in the Staté from such sources
for such services under such programs for each quarter of the fiscal year end-
ing June 80, 1965.  For purposes of ‘this subséction, expenditt‘res for such
gservices for each quarter in the fiscal year ending ‘June 80, 1965, in the case
of any State shall be determined on.the basis of .the latest data, satisfactory
to the Secretary, available to him at the time of the first determination by
him under this subsection for such State; and expenditures for such services
for. any quarter beginning after December 21, 1965, in the case of nny State
shall be determined. on the basis of the latest data, satisfactory io the Sec-
retary, available to him at the time of the determination under- this subsection
for such State for such quarter; and determinations so made shall be conclu-
sive for purposes of this subsection "

(b) Section 1008 of such Act is amended by striklng out clauses (a) and
(b) and inserting in lieu thereof the following: ‘“who 18 a patient in an in-
stitution for tuberculosis or mental diseases”.

(c) Section 1405 of such Act is awended by striking out clauses (a) and
(b) and inserting in-lieu thereof the following: “who is a patient in an institu-
tion for tuberculosis or mental diseases".

(d) (1) Section 1605(a) of such Act is aménded to read asfollows: -

“(a) For purposes of this'title; the term ‘aid to the aged, blind, or disabled’
means money payments to, or. (if provided in or after the. third month before
the month in which the reciplent makes application for aid) medical care in
behalf of or any typeé of remedinl care.recognized under State law in behalf
of, needy individuals'who are 66 years of age or older, are blind, or are 18
years of age or over and permanently and totally disabled, but such term does
not include— :

“(1) -any such payments to or care in behalt ot any. lndlvmual who s
an inmaté of a public lnstltution (except as a patient in a medical in-
stitution) ; or

“%(2) any such payments to or care in behalf of any individual who has
not attained 65 years of age and who is a.patient in an institution for
tuberculosis or mental diseases.”

(2) Section 1603(b) of such Act is amended by striklng out all that follows
clause (12) and inserting in lieu thereof the following :

“except that such term does not include any such payments with respect to
care or services for any individual who is an inmate of a public institution
(except as a patient in a medical institution).”

(8) Section 1602(a) of such Act i3 amended (A) by striking out “and”
at the end of paragraph (14); (B) by striking out the period at the end of
paragraph (15) and inserting in lieu thereof & semicolon; and (C) by adding
after paragraph (18) the following new paragraphs:

#(16) if the State plan Includes aid or assistance to or in behalf of in-
dividuals 65 years of age or older who are patients in institutions for
tuberculosis or mental diseases—

“(A) provide for having in effect such agreements or other arrange-
ments with State authorities concerned with mental diseases or tuber-
culosis (as the ease may be), and, where appropriate, with such insti-
stutions, as may be necessary for carrying out the State plan, including
arrangements for Joint planning and for development of altecrnate
methods of care, arrangements providing assurance of immediate re-
admittance to institutions where needed for individuals under alternate
plans of care, and arrangementa providing for access:to’ patients and
facilities, for furnishing information, and for making reports;

“(B) provide for an individv4l plan for each such patient to assure
that the iustitutional care provided to him is in his best interests, in-
cluding, to that end, assurances that there will be initial and periodic
review of his medical and other needs, that he will be given appropriate
medical treatment within the institution, and that there will be a perlodic
determination of his need for continued treatment in the institution;

“(Q) provide for the development of alternate plans of care, making
maximum utilization of available resources, for.reciplents 65 years of
age or older who: would otherwise need ‘care in such: institutions, {n.
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cludlng appropriate medical treatment and other aid or assistance,
for services.referred to in section 1603(a) (4) (A) (1).and (ii) which
. are appropriate for such recipients and for such patients; and for
" methods of administration necessary to assure that the responsibilities
of the State agency under the State plan with respect to such re-
cipients and such patients will be effectively carried out; and
~ “(D) provide methods of determining the reasonable cost of in-
stitutional care for such patients; and
“(17) if the State plan includes aid or assistance to or 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 comprehcnsive mental health pro-
gram, Including provision for utilization of comunity mental health centers,
- nursing homes, and other alternatives to care in public institutions for
~mental diseases,” .
(4) Section 1603 of such Act is amended by adding at the end thereof the
following new subsection ;
- -#(d) Notwithstanding the preceding provisions of this section, the amount
determined under such -provisions for any State for any quarter which is at-
tributable to expenditures with respect to individuals 85 years of age or older
who are patients in institutions for tuberculosis or mental diseases shall be
paid only to the extent that the State makes a showing satisfactory to the
Secretary that total expenditures in the State from Federal, -State, and local
sources for mental health services (including payments to or in behalf of indi-
viduals with mental health problems) under State and local public health and
public welfare programs for such quarter exceed the average of the total expendl-
tures in the State from such sources for such services under such programs for
cach quarter of the fiscal year ending June 80, 1965. For purposes of this sub-
section, expenditures for such services for each quarter in the flacal yeay ending
June 30, 1965, in the case of any State shall be determined.on the basis of
the latest data, satisfactory to the Secretary, available to him at the time of the
first determination by him under this subsection for such State; and expenditures
for such services for any quarter beginning after December 31, 1985, In the
case of any State shall be determined on the basis of the latest data. satistactory
to the Secretary, available to him at the time of the determination under this
subsection for such State for such quarter; and determlnations s0 made shau
be conclusive for purposes of this subsection. o,
(e) The amendments made by this section shall apply in the case of etpen-
ditures made after December 81,1965, under a State plan approved under tltle
I, X, X1V, or XVI of the Social § ecurity Act, .

AMENDMENT TO DEFINITION OF MEDICAL ASBISTANCE FOR THE AGED

Sko, 222. (a) Section 6(b) of the Soclal Securlty Act is amended by striklng
out “who are not recipients of old-age assistance” and inserting fn lieu thereof
“who are not recipfents of old-age assistance (except, for any month, for re-
cipients of old-age assistance who are admitted to or discharged from a medical
inst{tution during such month)”.

(b) Section 16053(b) of such Act 18 amended by striking out “who are not
reciplents of aid to the aged, blind, or disabled” and insertlm{ in lieu thereof
“who are not reciplents of aid’ to’ the aged, blind, or disabled (except, for
any month, for recipients of aid to the aged, blind, or disabled who are ad-
mitted to or discharged from a medical institution during such month)”."

(c) The amendments made by this section shall apply in the case of ex-
penditures under a State plan approved under title I or XVI of the Social
Security Act with respect to care and services provided under such plan after

June 1965
'.I‘ITLE ; III—-—SOOIAL SEOURITY ‘AMENDMENTS‘.

" SHORT TITLE

Sko. 300 This title may be cited as the "Old-Age, Survlvors, and Dlsability
Insurance Amendments of 1965".

INOBEASI IN OLD'AGB, SfJRVIVORB, AND DISABILITY INSURANOE BENEFITS

Sno. 801. (a) Sectlon 215(&) of the Social Securlty Act I8 amended by
striking out the table and inserting in leu thereof the following:. '
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“TABLE’ FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM
FAMILY BENEFI’I‘S '

“r I ' Imr v \'4
(Primary
(Primary lnsuxanoe bene- insurance | .. .
ot undet 1039 Act. amount | (Average monthly wage) | (Primary insur. | (Maxithum family
" modified) urxletr 1058 : : : aneo amount) benefits)
. ¢ '
modified)
lfan tndividual'sg Or his Or his average monthl And the maxdmum
insurance benefit (as de- | primary (as demmine .| amount of bene.
termined under subsco. | insurance er subsec. (b)) is— | The amount’ fits payable (as
fs— " amount referred to in thé | provided in seo,
: (as deter. preceding para-~ . 203(3‘)) on the
mined graphs otthls .| ‘basis of his wages
But not under ] But not subsection ahall, and gelf-employ-
At least— | more than— | subsec. | At least— | more than— be— *!}  ment {ncome
(©) is— ; shall bo— -
..... T $13,48 $40 —ee $67 $44.00 $66, 00
$13.49 - 14,00 41 $63 69 45.00 67. 80
14.01 14.48 42 70 70 46.00 69.00
14.49 15.00 43 71 72 47,00 70.50
“15.01 15.80 44 73 74 48.00 - 72.00
.18.61 16.20 45 75 76 49,00 73.50
1621 16.84 46 7 78 0.00 75.00
16. 17.60 47 79 - 80 51.00 76.50
17.61 18.40 - 48 81 + 81 562,00 78.00
.18.41 19.24 .49 .. 82 83 .. 563.00 .50
. 19,25 20.00 50 . 84 85 54.00 81.00
- 20,01 20.64 81 868 87 58,00 82.50
20,65 . T 21.28 . . 88 80 © 86,00 - 84,00
21,20 | . 21.88 53 90 90 . 57.00 85.50
21.89 22,28 54 . ot 92 58.00 87.00
22,20 ¢ 22,68 © 85" " 03 o4 - 59,00 88.50
- 22,69 ‘23.08 - 58 - 05 96 © 60.00 90.00
23.09 . C23.44 87 07 97 . 61.00 91, 50
23.45 23,76 58 08 99 62.10 93.20
.77 24.20 59 100 101 63.20 04.80 -
2421 24.60 60 - 102 102 . 64.20 96.30
.- a6 . 25.00 61 . 103 104 65.30 . 88.C0.
25.01 ° - %.48 62 105 108 66.40 03.60 .
25.49 25.92 63 © 107 - 107 67.50 101.30
25.93 26.40 64 108 109 68.50 102.80
26. 41 .. 26.94 85 . 110 113 69. 60 104 40
26,95 . 27.48 , 66 114 118 70,70 106.10
- 21.41 28. 00 © 87 119 - 122 7.7 102.60
28.01 28.68 ] 123 17 72.80 - 109.20
28. 60 29.25 69 128 132 73.90 110 90
29.26 29, 68 70 133 128 74.90 112.40
29.69 - 80.38 n 187 141 - 76.00 114.00
30,37 30.92 72 142 148 77.10 116.80
30.03 . 81,38 3 . 147 180 78.20 . . 120.00. .
, 8L..87 . .. .82.00 4 151 1556 - 790.20 . . 1%00 \
82,01 - 32.60 5 156 160 80, 80 1 gg )
82.61 - -83.20 76 © 161 1684 81,40 131 20 -
8,21 33.88 4 168 169 82.40 - -+ 135,20
33.89 34.80 78 170 174 83. 50 . 139.20
34.51 .85.00 .n 175 178 84. 60 142,40
- 35.01 35.80 80 - 17 183 © 85,60 146.40
.- 85,81 36.49 81 184 188 - 88,70 150. 40
36.41 81.08 . 82 . 189 163. 87.80 154.40
37.09 37.¢0 - 83 104 107 88,00 157.60
- 31.61° 83.20 84 -108 © 203 89.90 -161. 60
a3, 21 3).12 85 203 207 91,00 165.60. -
gg. 13 83,68 88 - .. T 208 211 . 93.10 168 80
, 69 40.33 87 212 218 03.10 172.80
40.34 41,12 83 217 - 221 0420 176.80 -
. 4_1.;; 41.76 gg ; 222 225 . 96,30 180.00
41, 42,44 228 230 90.20 184. 00
42,45 43.20 o1 ) | % . 97.40 198.00
4.21 43,76 92 - 88 239 - -98. 50 191.20
4.7 44,4 93 240 244 09.60 105.20
44.45 44,838 04 243 249 100,60 199.20
44.80 45,60 95 250 253 101. 70 202.40
. 96 1. 24 258 . 102.80. 40
84 2% 2%3 . 103.80 - 210.40 -
] 264 267 -=104.g~ .213.60.
9 268 22 106 217.60
100 | 23 . A,{m.oo‘ 221,
101 0 8 281 <108, 10 224.80
102 - 233 288 100, 20 228.80
108 T8t 21. . | -1103 232,80
. 104 202 . 208 . NL8 . 236.00
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“TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM
FAMILY BENEFITS

“I n j1¢4 v v
{Primary

(Primary insurance bene- jnsurance .
fit under 1939 Act, a3 | amount | (Average monthly wage) | (Primary insur. | (Maximum famfly
modiflied) under 1958 ance amount) benefits)

Act, as
modifled)

Ifan lndivldusl's pﬂmary " QOrhis Or his average monthly And the maximum
insurance benefit (as de- | primary wage (a8 determined amount of bene-
termined under subsec. | insurance under subsee, (b)) is— The amount fits payable (as
(d)) Is— amount referred to in the | provided in sco,

(a8 deter- preceding para- 203(a)) on the
mined graphs of this | basis of his wages
But'not under . But not subsectlon shall | and self-employ-
At least— | more than— | subsec. | At least— | more than— be— ment incoms
(0)) fs— shall be—
103 208 300 112.40 240,00
106 301 303 113, 50 244, 00
107 308 309 114. 50 2A47.20
108 310 314 1{5.?0 251.20
1 315 819 118,70 254,00
110 320 33 117.70 254,80
m 34 38 118.80° 256. 80
112 320 333 119.90 258,80
113 334 837 121,00 260, 40
114 838 842 122, 262,40
115 343 347 123,10 264, 40
118 348 35t 124,20 266, 00
17 352 358 125, 268, 00
118 3587 861 128, 270,00
119 362 368 127,40 %.60
120 360 0 128, 40 , 60
121 311 5 129.850 - 275.80
122 - 378 3 130. 60 7.20
123 380 384 131,70 219,20
124 - 38% 389 182, 7 281,20
125 390 33 133, 282.80
126 3.4 3% 184,90 234,80
17 399 403 135,00 286,80
404 407 136, 90 %:40 .
408 412 137.90 40
413 4147 138.90 202,40
418 421 139.90 - 204,00
422 426 140. % 290.00
27 431 141, 208, 00
432 436 142,90 300, 00
437 440 143.00 . 301, 60
441 45 144,90 303. 60
446 450 145.90 305, 60
451 434 148,90 807.20
455 459 147.90 309.20 -
460 484 148,90 811,20
465 466 149,90 312, 00"

(b) Section 215(c) of such Act is amended %o read as follows:

“Primary Insurance Amount Under 1958 Act, as Modifled

“(e) (1) For the purposes of column II of the table appearing in subsection
(a) of this section, an individual’s primary Insurance amount shall be computed
as provided in, and subject to the limitations specified in, (A) this section as
in effect prior to the enactment of the Social Security Amendments of 1985, and
(B) the applicable provisions of the Social Security Amendments of 1960,

“(2) The provisions of this subsection shall be applicable only in the case of
an individual who became entitled to benefits under section 202(a) or section 223
before the date of enactment of the Social Security Amendments of 1965 or
who dled before such date.”

(c) Section 203 (a) of such Act is amended by striking out paragraphs (2) and
(3) and inserting in lieu thereof the following:

“(2) when twe or more persons were entitled (without the application
of section 202(j) (1) and section 223(b)) to monthly benefits under section
202 or 223 for 2ny month which begins after December 1964 and before the

47-140—065—-pt, 1—b
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enactment of the Social Security Amendments of 1065, on the basls of the
wages and self-employment incomne of such insured individual, such total
of beneflts for any month occurring after December 1064 shiall not be rednced
to less than the larger of—
“(A) the amount determined under this subsection without regard to
this paragraph, or ‘ :
“(B) (1). with respect to the month in which such Amendments are
enacted or any prior month, an amount equal to the sum of the amounts
derlved by multiplying the benefit amount determined under this title
(including this subsection, but without the application of section 222(b),
section 202(q), and subsections (b), (¢), and (d) of this section), as
in effect prior to the enactment of such Amendments, for each such
person, for such month, by 107 percent and raising each such increased
gomlo(;mt, ét it 1s not a multiple of §0.10, to the next higher multiple of
.10, an
“(i1) with respect to any month after the month in which such
Amendments are enacted, an amount equal to the sum of the amounts
derlved by multiplying the benefit amount determined under this title
(including this subsecction, but without the application of section 222(b),
gectlon 202(q), and subsections (b), (¢), and (d) of this ¢ection), as in
effect prior to the enactment of such Amendments, for each such person
for the month of enactment, by 107 percent and ralsing each such in-
creased amount, if it i3 not @ multiple of §0.10, to the next higher
multiple of $0.10; ,
but in any such case (I) paragraph (1) of thls subsection shall not be
applied to snch total of benefits after the application of subparagraph (B)
of this paragraph, and (II) if section 202(k) (2) (A) was applicable in the
case of any of such benefits for any such month beginning before the enact-
ment of the Social Security Amendments of 1965, and ceases to apply after
such month, the provisions of subparagraph (B) shall be applied, for and
after the month in which such section 202(k) (2) (A) ceases to apply, as
though paragraph (1) had not been applicable to such total of benefits for
such month beginning prior to such ennactment."”

(d) The ameadments made by subsections (a), (b), and (¢) of this section
shall apply with respect to monthly benefits under title II of the Social Security
Act for months after December 1964 and with respect to lump-sum death pay-
ments under such title in the case of deaths occurring in or after the month in
which this Act is enacted.

(e) If an individual i3 entitled to a disabllity insurance benefit under section
223 of the Social Security Act for December 1964 on the basis of an application
filed after enactment of this Act and is entitled to old-age Insurance benefits
under section 202(a) of such Act for January 1965, then, for purposes of sectlion
216(m) (4) of the Socfal Security Act (if applicable) the amount in column IV
of the table appearing in such sectlon 216(a) for such individual shall be the
amount in such column on the line on which in column II appears his primary
insurance amount (as determined under section 215(c) of such Act) instead of
the amount in column IV equal to his disability insurance benefit. _
© () Effective with respect to monthly benefits under titte II of the Social
Security Act for months after 19070 and with respect to lump-sum death pay-
ments under such title in'thé case of déaths ‘occurring after such year, the table
in section 215(a) of such Act (as amended by subsection (a) of this section)
is amended by striking out all figures in columns 1I, III, IV, and V beginning
with the line which reads
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and down through the line which reads

and inséiting in Heu thereof the following
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COMPUTATION AND RECOMPUTATION OF BENEFITS -

Skc, 802. (a) (1) Subparagraph (O) of section 215(b) (2) of the Social Security
Act is amended to read a8 follows: .

“(C) For purposes of subparagraph (B), ‘computation base years' include
only calendar years in the period after 1950 and prior to the earlier of the follow-
ing years— ] ~ - ‘

“(1) the year in which occurred (whether by reason of section 202(j) (1)
or otherwise) the first month for which the individual was entitled to old-age
insurance benefits, or o o

“(11) the year succeeding the yéar in which he died.

Any calendar year all of which is included in a period of disability shall not
be included as a computation base year.” :

(2) Clauses (A), (B), and (Q) of the first sentence of section 216(b) (8) of
such Act areamended t6 read as’follows: ‘

“(A) in the cage of a woroan, the year in which she died or, if 1t occurred
earlier but after 1960, the year 1n which she attained age 62,

“(B) In the cage of & man who has died, the year in which he died or,
if it occcurred earlier but atter 19¢€0, the year in which he attained age 65, or

“(C) in the case of a man who has not dled, the year occurring after
1960 in which he attained (or would attain) age 65.” {

(3) Paragraphs (4) and (5) of section 215(b) of such Act are 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, after December 1965, to benefits under section
202(a) or sectlon 223; or ) »

“(B) who dles after December 1985 without being entitled to benefits
under section 202 (a) or section223; or :

“(C) whose primary insurance amount {8 required to be recomputed under
subsection . () (2), as amended by the Soclal Security Amendments of

1965, - . R '
except that it shall fot @pply to any such individual for purposes of monthly
benefits for months before January 1966. K

“(6) For the purposés of column IIT of the table appearing in subsection (a)
of this sectlon, the provisions of this subsection, as in effect prior to the enact-
ment of the Social Security Amendments of 1965, shall apply—

“(A) In the case of an individual to whom the provisions of this subsec-
tion are not made “applicable by paragraph (4), but who, on or after the
date of the enactment of the 8ocial Security Amendments of 1965 and prior
to 1966, met the requirements of this paragraph or paragraph (4), asin effect
prior to such enactnient, and ’

“(B) .with respect to monthly benefits for. months before January 1666,
in the case of an individual to whom the provisions of this subsection are
made applicable by paragraph (4).”. .

(b) (1) Subparagraph -(A) of sectlon 215(d) (1) of such Act is amended by
striking out “(2) (O).(1) and (8) (A) (1) and inserting in lieu thereof **(2) (O)
and (3)", by striking out “December 31, 1936,” and inserting in lfeu thereof
‘“11%%%"; and by striking out "“December 31, 1050” and inserting in lieu thereof

(2) Section 215(d) (8) of such Act is amiended by striking out “1960” and
inserting in lieu thereof “1965" and by striking out ‘“but without regard to
whether such individual has six quarters of coverage after 1950".

(c) Section 218(e) of such Act is amended by inserting “and” after the semi-
colon at the end of paragraph (1), by striking out “; and” at the end of para-
graph (2) and inserting in lleu thereof a period, and by striking out para-
graph (8). .

(d) (1) Paragraph (2) of section 215(f) of such Act is amende dto read as
follows:

“(2) With respect to each year—

“(A) which begins after December 31, 1064, and

“{B) for any part of which an individual is entitled to old-age insurance
benefits,

the Secretary shall, at such time or times and within such period as he may
by regulations prescribe, recompute the primary insurance amount of such tndi-
vidual. Such recomputation shall be made—
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“(0) as provided in subsection (a) (1) and (8) if such year is either
the year in which he became cntitled to such old-age insurance benefits or
the year preceding such year, or

“(D) as provided in subsection (a) (1) in any other case;

and in all cases such recomputation shall be made as though the year with
respect to which such recomputation i1s made Is the last year of the perlod speci-
fled in paragraph (2) (O) of subsection (b). A recomputation under this para-
graph with respect to any year shall bo effective—

“(B) in the case of an individual who did not die in such year, fox‘ monthly
benefits beginning with benefits for January of the following year; or
. ‘“(F') in the case of an Individual who died in such year (including any
individual whose increase:in his primdary insurance amount {s attributable

.- -to compensation which, upon his death, is treated as remuneration for em-

- -ployment under sectlon 208 (o)), for monthly beneﬂts beglnnlng with bene-

fits for the month in which he died.”

-(2) Effectlve January 2, 1066, paragraphs. (8). (4), and (7) of sueh section
are repealed, and paragraphs (8) and (6) of such sectlon are redesignated as
paragraphs (3) and (4), respectively.

(e) (1) The first sentence of section 223(a) (2) of stich Act is amended by
inserting before the perlod at-the end thereof “and was entitled - to an old-age
insurance benefit for each month for which (pnrsuant to subsectlon (b)) he
was entitled to'a ‘disability insurance benefit”. -

:(2)" The last sentence of section 228(a) (2) of such Act 18 amended by strlking
out “first year” and-inserting-in lleu thereof ‘‘year’; and by’ striking out the
phrase “both was fully insured and had” both times it appears in such sentence.

-(£) (1) The amendments made by subsection (¢) shall apply-only to indi-
viduals who become entitled to old-age: insurance beneﬂts tmder section 202(a)
of the Social Security Act after 19685, « ..

'(2) ‘Any individual who would, upon nllng an appl!catlon prlor to Jannary 2
1968 be entlitled to a recomputatlon of his benefit amount for purposes of title I
of the Soclal Security Act shall be deemed to have filed such application on the
earliest date on which such application’could have been ﬂled, or on the day on
which this Act is enacted, whichever is the later, '

(8) 'In tha'chse of an individual who:died: after 1980 and prlor to 1966 and
who was entitled to old-age insurance benefits under section 202(a) of the Social
Security ‘Act at the time of his death, the provisions of section 215(f)(3) (B)
andl '215(£) (4) of such Act as in effect betore the enactment of this ct shall
app
(4) In the caae of & man who attains age 85 brlor ‘to 1966 or dies before such
year, the provisions of sectlon 216(f) (7) of t.he Soclal Security Act as In effect
before the enactment of this Act shall apbl?v

(5) The amendments made by subsection (e) of this sectlon shau apply in
the case of individuals who become entitled to disability lnSurance beneﬂts under
section 223 of the Soclal Security Act after Decomber 1965,

(O)G S;ctlon -808(g) (1) - of ‘the Soclal Securlty Amendments of 1960 is
amende

(A) by striking ont "notwlthstandlug the amendmente made by the pre-

' cedlng subsections of this section,” in the first sentence and inserting in lleu

thereof ‘“notwithstanding the amendments made by the preceding subsec-
tions of this section, or the amendments made by section 302 of the Soclal

. Security Amendments of 1965,” ; and - -

(B) by striking out “Soclal Security Amendments of 1960,” in the second
sentence and inserting in lieu thereof “Soclal Security Amendments of 1960,
or (if such individual becomes entitled to old-age insurance benefits after
1965, ‘or dies after 1965 without becoming so entitled) as amended by the
Social Sccurlty Amendments of 1965,". : o

DISAI!ILITY INBURANCB BENH"ITS

Sm. 303 (a)(l) Olause (A) of the first séntence of sectlon 216 (i) (1) ot
the Soéial Security Act 18 amended by ‘striking out “Impairmetit which can be
expected to result in death'or to be of long-contlnned and indeﬂnite duratlon."
and Ingerting in lieu thereof *impairment,”. :

(2) Section 228(c) (2) of such Act i8 amended by striking out twhich can be
expected to result in death or to'bo of lotig-contined and indefinite duration”.

(b) (1) Paragraph (2) of sectlon 216(() of such Aet g amended to redd as
follows
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“(2) (A) The term ‘period of disability’ means a continuous period (beginning
and ending as hereinafter provided in this subsection) during .which an indi-
vidual was under a disability (as defined in paragraph (1)), but only if such
perlod Is of not less than 6 full calendar months' duration or such inifvidual
was entitled to benefits under section 223 for one or more months in such poriod.

“(B) No period of disability shall begin as to any individual unless ruch
indiviuual files an application for a disabllity determination with respect to such
period ; and no such period shall begin as to any individual after such individual
attains the age of 65, .

“(0) A perlod of disability shall bogin—

“(1) on the day the disability began, but only if the lndlvidual satisfles
the requirements of paragraph (3) on such day; or

“(1i) if such individual does not satisfy the requlrements of paragraph
(3) on such day, then on the first day of the first quarter thereafter in which
he satisfies such requirements.

“(D) A period of disability shall end with the close of the last day of the
month preceding the month in which the individual attains age 65 or, if earlier,
the close of the last day of—

“(1) the month following the month in whlch the disability ceases it he
has been under a disability for a continuous period of less than 18 months, or
‘“(11) the second month following the month in which his disability ceases
if he has been under a disability for a continuous period of at least 18 months.

“(E) No application for a disabllity determination which is filed more than 8
months before the first day on which a period of disability can begin (as de-
termined under this paragraph), or, in any case in which section 223(d) (2)
applies, more than 6 months before the first month for which such applicant
becomes entitled to benefits under section 223, shall be accepted as an application
for purposes of this paragraph. Any application for a disability determination
which is filed within such 8 months’' period or 6 months’ period shall be deemed
to have been filed on such first day or in such first month, as the cagse may be,

“(F) No application for a disability determination which is filed more than 12
months after the month prescribed by subparagraph (D) as the month in which
the period of disability ends (determined without regard to subparagraph (B)
and this gt},bparagraph) ‘shall be accepted as an application for purposes of this
paragrap

(2) Section 216(1) (8) of such Act is amended by striking out “clauses (A) and
(B) of paragraph (2)"” and inserting in lleu thereof ‘“clauses (1) and (iif) of
paragraph (2) (0)*.

(8) Paragraph (1) of section 223 (a) of such Act is amended to read as follows:

“(1) Every individual who—

“(A) is insured for disability insurance benefits (as determined under sub-
section (¢) (1)), .
“(B) has not attained the age of 65, and
“(C) has filed application for disablllty insurance benefits,
shall be entitled to a disability insurance benefit for each month in his dlsabilltv
payment period (as defined in subsection (d)).”

(4) Section 223(¢)(8) (A) of such Act is amended by striking out “which
continues until such application 1s filed”,

(c) Section 223 of such Act is amended by adding at the end thereof the follow-

ing new subsection:
“Disability Payment Perlod

“(d) (1) For purposes of this section, the term ‘disability payment period’
means, in the case of any application, the period beginning with the last month
of the individual’s walting period and ending with the month preceding which-
ever of the following months {s the earliest:

“(A) the month in which he dles,

“(B) the month in which he attains age 65, or

“(C) either (1) thé second month following the month in which his
disability ceases if he has been under a disability for a continuous period of
less than 18 calendar months, or (ii) the third month following the month
in which his disability ceases if he has been under a disability for a con-

" (t21;1ulofus period of at least 18 calendar months,

“(A) an indivldual bada period of disability ( as defined in section 210(1) )
- which lasted at least 18 calendar months and which ceased within the 60-
month period preceding the first month of his walting period, and



SOCIAL SECURITY ' 57

“(B) such individual applies for disability insurance benefits .on .the
basis of a disability which at the time of application can be expected to last

a continuous period of at least 12 months or to result in death,
then for purposes of this section, the term ‘disabflity payment perlod' includes
g&:cg,month in the walting period with respect to which such application was

e »

(d) (1) Section 222(c) (6) of such Act is amended by strlklng out “who ‘be-
comes entitlied to benefits under section 223 for any month as provided in clause
(i) of subsection (a) (1) of this section,” and inserting in lieu thereof ‘“to whom
section 223 (d) (2) is applicable,”. .

(2) Section 223(a) (2) (B) of such Act 1s amended by strlklng out “clause
81!)) &f) ’x’)aragraph (1) of thls sectlon" and {nserting in lleu thereof "subsectlon

(3) (A) Section 223(b) ot such Actis amended-—

. (1) by striking out “clause (/1) of paragraph (1) of subsection (a)" and
inserting in leu thereof “subsection (d) (2)", and

. {i1) by striklng out the last sentence and insertlng in leu thereof -the

following: “An individual.who would have been entitled to a disability
insurance benefit for any month had be filed. application therefor before
the end of such month shall be entitled to such benefit for such month if he
files such application before the end of the 12th month immediately sue-
ceeding such month.”

({B) The second sentence of: ‘gection 202(1) (1) of such Act is amended by
inserting “under this title” after “Any benefit”. . « -

(e) (1) The amendments made by subsection (a), paragraphs (3) and (4)
of subsection (b), and paragraph (3) of subsectlon :(d); and the provisions of
subparagraphs (B), (B), and (¥') of sectlon 216¢{i) (2) of the Soclal Security
Act (as amended by subsection (b) (1) of this section), shall be effective with
respect to applications for;disability insurance benefits under section 223, and
g;rddisabillty determinations under sectlon 216(1), of the Soelal Securlty Act

ed— .

-(A) in or after the month in which thls Act is enacted, or
(B) before the month in which this Act is enacted, it the appllcant has

. not died before such month and if—

(1) notice of the final decision of the Secretary of Health, Educat\on,

and Welfare has not been given to the applicant before such month; or

(1i) the notice referred to in suybparagraph. (i) has been so- glven

before such month but a clyil action with respect to such final decision

-is commenced under section 205(g) of the Soclal Security Act. (whether

before, in, or after such month) and the decision in such civll action has

not become final before such month; :

except that no monthly, insurance benefits under title 11 ot the Social Security
Act shall be payable or increased by reason of tho amendments made by subsec-

tions (a) and (b) for months betore the second mont:h tollowlng the month in

which this Act is enacted.

(2) Sectton 223(d) (1) of such Act (added by subsectlon (c) of thls sectipn)
shall be applicable in the case of applications for disability insurance benefits
filed by individuals the last month of whose waiting period (as defined in section
223(¢) (8) of such Act) occurs after the month in which this Act is enacted;
except that subparagraph (O) of such section shall be applicable to indlviduals
entitled to disability insurance benefits whose disability (as defined in section
223(c) of the Soclal Security Act as amended by this Act) ceases in or after the
second month following the month in which this Act is enacted.

(8) Section 223(d) (2) of such Act (added by subsection (c¢) of thls section),
and the amendments made by subsection (d), shall be applicable in the case of
applications for disability insurance benefits under section 223, and for disability
determinations under sectlon 2168(1), of the Social Securlty Act filed atber the
month in which thisg Act 1s enacted. . . -

(4) - Section 216(1) (2) (D) of such Acb (as amended by subsectlon (b) (1) of
this section) shall apply with respect to a disnbllity (as defined in section 216(1)
of such Act as amended by this Act) which ceages in or after the second month
following the month in which this Act s onacted -
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PAYHENT OF DISABILITY INSURANCE BENEFITS AFTER ENTITLEMERT TO OTHER
MONTHLY INSUBANOE BENEFITS

Seo. 804. (a) Sectlon 202(k) of the Soclal Security Act is amended by edding
at the end thereof the following new.paragraph: -

‘“(4) Any individual who, under this section and section 223, is entitled for any .
month to both an o0ld-agé insurance benefit and a disabillty insurance benefit
-und(ér this title shall be entltled bo only sueh disability insurance benefit for such
mon

(b) The headlng of eection 202(q) of euch Act 18 amended to read as tollows

Rednctlon of Old-Age, ‘Disability, Wife's, . Husband's, or Widow’s Insurance
- _Benefit Amounts”? .

(c) Secuon 202(q) of such Act 1g further amended b I renumberlng paragraphs
(2), (8). (4), (6), (6), and (7) ‘as paragraphs (3), (4), (8); (8),:(7), and (8),
regpectively, by - renumbering the cross references in such sectlon accordingly,
and by inserting after paragraph (1).the following new paragraph: -

“(2) If an individual 1s entitled to a disability insurance benefit for-a monih
after a month for wkich such individual was entitled to an old-age insurance
benefit, such disability insurance benefit for each month shall be reduced by the
amount such old-age Insurance benefit would be reduced under paragraphs (1)
and (4) for such month hdd such individual attained age €3 in the firat month
ror which he most recently became entitled to a disability insurance benefit.”

' (d) Subparagraph-(B) of paragrdph (3) (as redesignated by subsectlon (c)
of this section) of section 202(q) of such Act is athended by

- (1) striking out “benefit,” the first time it appeaurand inserting in lieu

thereof “benefit and is not entitled to-a disability insurance benefit,”;
- (2) striking out in claunseé (l) thereof “(1)," and ingerting in neu thereor
“(1) for such month,” ; and -

(3) striking out in cleuee (n) thereof. "( 1)” and inserting in lleu thereof
“(1) for such month”, . -

(e) Subparagraph (O) of paragraph (8) (as redeslgnated by subsectlon ‘(’c) of
this section) of section 202(q) of such Act is amended to read as follows:

“(0) For any month:for which such individual is’entitled to a disability
insurance benefit, such individual's wife’s, hudband'e, or widow’s insuranee benefit
shall be reduced by the sum of—

“(1) the amount by which such disabmty insnrance benefit 'is reduced
under paragraph (2) for euch month (it such paragraph applied to such
‘benefit), and

“(i1) the amount by which such wife'e, husband'e, or widow's insm'anee
benefit would be reduced under paragraph (1) “for such month if it were
equal to the excess of such wife's, husband’s, or widow's insurance benefit
(before reduction under this subsectlon) over such: disabillty insurauce
beneflt (before reduction under this subsection).” -

(f) Paragraph (3) (as redesignated by subsection (¢)° oi.' thls eectlon) ot séc-
tion 202(q) is further amended by adding after paragraph (B)" (addéd by section
307(b) (4) of this Act) the following new paragraphs:: -

“(F) If the first month for which an in vidual 18 entitled to & disability
insurance benefit (when such first month voccurs. with or after the month in
which such indlvidual attains the age of 62) 18 & month for which such individual
ig also (or would, but for subsection (o) (1), be) entitled to a widow's insurance
benefit to which such individual was first entitled for a month before she attained
retirement age, then such disability insurance benefit for each month shall be
reduced by whichever of the following fslarger:: - -

“(1) the amount by which (but for this: suhparagraph) suoh dlsablllty
insurance benefit would have been reduced under paragraph (2),or

“(il) the amount equal to the sum of the amount by which such widow's
insurance benefit was reduced for the monh in which such individual attained
retirement age and the amount by which such disability irnsurance benefit
would be reduced under paragraph (2) if it were equal to the exceas of such
disability insurance benefit “(before reduction under this subsection) over
such widow’s insurance benefit (before reduction under this subsection).

“(@) If the first month for. which an individual is entitled to a dleabillty
insurance benefit (when such first month occurs before the month in which such
individual attains the age of 62) is a month for which such individual is also
(or would, but for subsection (e) (1), be) entitled to a widow’s insurance benefit,
then such disability insurance benefit for each month shall be reduced by the

e
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amount such widow's insurance beunefit would be reduced under paragraphs (1)
and (4) for such month had such individual attained age 62 in the first month
for which he most recently became entitled to a disability insurance benefit.”

(g) Paragrapa (4) (as redesignated by subsectlon (c) of this section) of
section 202(q) of such Act is amended by striking out in subpdragraph (A)
thereof “under” and inserting in lieu thereof: “under paragraph (1) or (8) of”.

(b). Paragraph (7) (as redesignated by subsection (c¢) of this section and as
amended by section 807(b) (7) of this Act). of section 202(qg) of such Act is
amended by adding after sub&m‘mgmph (B) the following new subparagraph:

. “(F) in.the case of old-age ingutance benefits, any month for which such .

1gdlvidua,l was entitled to a disability insurancé benefit.”” .

(1) Paragraph .(8) (as redesignated by subsection (¢) of this section) of'sec-
t}lon 222(((1})) o{z‘s)u'ch Act 1s amended by striking out *(1)* and Ingerting in'lieu
thereof *'(1), (2),".. .. . I . T '

() Section 202(r) (2) of such Act is amended by inserting after “eligible”
the following : “(but for section 202(k) (4))”. =~ Co K

(k) So much of section 215(a)(4) of such Act as follows clause (B) is
amended by striking out “such disability insurance benefit” and inserting in lieu
. thereof “the primary insurance amount upon which such disability. insurance
benefit 18 based”. . . - : : Lo

(1) Section 216(1)(2) of such Act is amended by striking.out ''(subject to
section 228(a) (8))".« - -. . R T VR .

-(m) Section 223(a) (2)° of such Act is amended by striking out the word
“Such” and inserting in lleu thoreof “Except as provided in section 202(q),
such”. - 4 C : . :

(n) Section223(a) (8) of such Actisrepealed. . ) o

(0) The amendments made by this section shall apply with respect to' monthly
insurance benefits under title II of the Boclal S_e'cu‘rug Adt for and after the sec-
ond month following thé¢ nionth' fn ‘which this Act {s ehacted, but only'on the
basis of appliéations filed in or after the month in which this Act is enacted.’

" | DIBABILITY INSURANOE' TRUST FUND

Sro. 805. (n) Sectton 201(b) (1) of:the Social Security ‘Act is amended by
inserting “and before January-1, 1066,” after “December 31, 1056,”, and by in-
serting after “1954,” the following: “and 3 of 1 per centum of the wages (as s0
defined) paid after December 81, 1965, and so reported,”, ... .- .o

~(b) ‘Section ‘201(b) (2) of such Act is amended by inserting after December
81, 1956,” the following: “and before January 1, 1066, and %¢ of 1 per centum
of the amount of self-employment income D&gs 8o defined) so reported for any
taxable year beginning after December 81, 1068,”. = = . - o

PAYMENT OF CHILD'S INSURANCE BENEFITS AFTER ATTAINMENT OF AGE 18 IN CABE
oo ... OF OHILD ATTENDING SOMOOL . ' o
‘SEQ. 308, (a)' Section’202(A) (1) (B) of the Social Security 'Act s amended
to réad ag follows: =~ =~ o S S s ‘
. %(B) at the time such application was filed was unmarried and (1) elther
" had not attained the age of 18 or was a full-time student and had not attained

" 'thé ‘age of 22, or (ii) is under a disabllity (as defined in section 223(c))
" ‘whiéh began before he attained the age of 18 and which has lasted or can
‘be éxpected tolast a continuous period of at least 8 calendar mouths or to

- résult in dedth, and”. o e S T
(b) (1) 8o much of the first sentence of section 202 (d) (1) of such Act as
follows subparagraph (C) is amended to read as follows: e

“ghall be entitled to'a child’s insurance benefit'for each month, beginning with
thé fivst' mohth after August 1050 in which such child becomes so entitled to such
instirance benefits and ending with thé month preceding whichever ot the follow-

ing fiyst occurs— - o ‘
“(D) the month in which such child dies, marrles, or is adopted (except
for adoption by a stepparent, grandparent, aunt, or uncle subsequent to the

. death of such fully or currently ingured indlvlduai), e ‘
-~ M(BE) in the case of a child who Is not under a disability (as s0 defined).
- .at the time he attains the age of 18 and who during no part.of the month in
. 'which he attains such age {8 a full-time student, the month in which such

child attains the age of 18, . e

AL, T
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“(F) in the case of a child who is a full-time student during the month

in which he attains the age of 18, the first month (beginning after he attains
such age) during no part of which he is a full-time student or the month
in which attains the age of 22, whichever occurs earlier, but only if‘in the
third month preceding such earlier month he was not under a disabliity (as
so defined) which began before he attained the age of 18,
- (@) in the case of a child who first becomes entitled to benefits under
this subsection for the month in which he attains the age of 18 or a sub-
sequent month and who in the month for which he becomes so entltled is
not under a disability (as so defined) which began before he attained the
age of 18, thie first month (after he becomes so entitled) during no part of
which he is a full-time student or the month in which he attains the age of
22, whichever occurs earlier, B

“(H) in the case of a child who after he attains the age of 18 ceases to
be under a disability (as so defined) which began before he attained the
age of 18, and who either—

“(1) attains the age of 22 before the close of the third month follow-
ing the month in which he ceases to be under such disability, or

“(11) was a full-time student during no part of the third month fol-
lowing the months in which he ceases to be under such disability if he
has been under a disability for a continuous period of at least 18 months
(or the second month following the month in which he ceases to be
under such disability if he has been under a disabllity for a continuous
perlod of less than 18 months), S '

the third month (or the second month) following the month in which he
ceases to be under such disability, or L .
“(I) in the case of a child who after he attains the age of 18 ceases to be
under a disability (as so defined) which began before he attained the age of
18, but who has not attained the age of 22 before the close of the third month
following the month jn which he ceases to be under such disabllity if he
has been under a disability for a continuous period of at least 18 months
(or before the close of the second month following the month in which
he ceases to be under such disability if he has been under a disability for a
continuous period of less than 18 months) and is a full-time student in such
third month (or such second month), the earlier of (1) the first month
(after such third month or such second month) during no part of which he
is a full-time sttident, or (li) the month in which he attains the age of 22.”

(2) The second sentence of section 202(d) (1) of such Act is repealed. -

(3) Section 202(d) of such Act is further amended by adding at the end
thereof the following new paragraphs: ‘ )

“(7) A child whose ~ntitlement to child’s insurance benefits on the basis of
the wages and relf-ep>pioyment income of an insured individual terminated with
the month preceding the moxth in which such child attalned the age of 18, or
with a subsequent 110nth, miy again become entitled to such benefits - (pro-.
vided no event specifed in paraugraph (1) (D) has occurred) beginning with the
first month thereafter in which he is a full-time student and has not attained the
age of 22 if he has filled application for such reentitlement. Such reentitlement
shall end with the month preceding whichever of the following first occurs: The
first month during no part of which he is a full-time student, the month in which
he attains the age of 22, or the first month in which an event specifled in para-
graph (1) (D) occurs. .

“(8) For the purposes of this subsection— . S

“(A) A full-time student’ is an individual who is in full-time attendance
as a student at an educational institution, as determined by the Secretary
(in accordance with regulations prescribed by him) in the light of the stand-
ards and practices of the institutions involved, except that no individual
shall be considered a ‘full-time student’ if he is paid by his employer white
attending an educational institution at the request, or pursuant to a re-..
quirement, of his employer. . ‘

“(B) Except to the extent provided in such regulations, an individual
shall be deemed to be a full-time student during any period of nonattend-
ance at an educatlonal institution at which he has been in full-time attend-
ance if (i) such perlod is 4 calendar months or less, and (ii) he shows to
the satisfaction of the Secretary that he intends to continue to be in full-
time attendance at an educational institution immediately following such



SOCIAL SECURITY 61

period. An individual who does not meet the requirement of clause (i1) with
respect to such period of nonuttendance shall be deemed to have met such
requirement (as of the beginning of such perlod) if he is-in full-time attend-
ance at an educational institution immediately following such period.
~ “(C) An ‘educational institution’ is (1) a school or college or university
- ‘operated or directly supported by the United States, or by any State cr
local governnent or political subdivision thereof, or (it) a school or college
or university which has been approved by a State or accredited by a State-
recognized or nationally-recognized accrediting agency or body, or (ili) a
nonacecredited school or college or university whose credits are accepted,
"on transfer, by not less than three institutlons which are so accredited,
for credit on the same basis as If transferred from an institution so
accredited.” . , o
(e) (1) Section 202 of such Act is amended by inserting fmmediately after
subsection (r) the following new subsection: S

“Child Aged 18 or Over Attending School

;. “(8) (1) For the purposes of subsections (b) (1), (8) (1), (a) (6), and (q) (7)
of this section and paragraphs (2), (3), and (4) of section 203(c), a child who
is entitled to child’s insurance benefits under subsectio n(d) for any month, and
who has attained the age of 18 but is not in such month under a disability (as
defined in section 223(c)) which began before he attained such age, shall be
deemed not entitled to such benefits for such month, unless he was under such
a disability in the third month before such month and had been under such
disability for a continuous period of at least 18 months (or in the second month
if. hetshh;id been under such disability for a continuous period of less than 18
months). R B Ny o

*(2) Subsection (£) (4), and so much of subsections (b) (4), (d) (8), (e) (4),
(g) (4), and (h) (4) of this section as precedes the semicolon, shall not apply
in the case of any-child unless such child, at the time of the marriage referred
to therein, was under a disabllity (as defined in section 223(c)) which began
before such child attained the age of 18 or had been under such a disability in
the third month before the month in which such marriage occurred and had
been under such disability for a continuous period of at least 18 months (or in
the second month if he had been under such disability for a continuous perlod of
lesathan 18months), .. =~ - . . . e
: “‘3) Subsections (c)(2) (B) and, (f) (2) (B) of this section, so much of sub-
sections (b) (4), (d)(8), (e) (4), (g)(4), and (h) (4) of this sectlon as follows
the semicolon, the last sentence of subsectlon (¢) of sectlon 203, subsection
(£) (1) (O) of section 203, and subsections (b) (8) (B), (c) (8) (B), (£) (8) (B),
and (g) (6) (B) of section 216 shall not apply In the case of any child with re-
spect to any month referred to therein unlessg in such month or.the third month
prior thereto such child was under a disability (as defined in sectlon 223(¢))
which began before such child attained the age of 18 and had been under such
disability for a continuous period of at least 18 months-(or in the second month
it ht?h h;xg been under such disability for a continuous perlod of less than 18
months).

~(2) So much of subsection (¢) (2) of such section 202 as precedes subparagraph
(A) 18 amended by inserting ‘“(subject to subsection (s))" after “shall”. ..
. (8) So much of subsection (d) (8) of such section 202 as follows subparagraph
(B)is amended by inserting “but subject to subsection- (8)" after “notwith-
standing the provisions of paragraph (1), . . . C . : :

(4) So much of subsection (e) (4) of such section 202 ag follows subpara-
graph (B) is amended by inserting “but subject to subsection (8)"” after ‘not-
withstanding the provisions of paragraph (1)": o

-+(8) So much of subsection: (tz (2) of such section 202 as precedes subpara-
graphs (A) is amended by inserting * (subject to subsection (8))! after “shall”.
. (8) 8o much of subsection:(f) (4) of such section 202 as follows subparagraph
(B) is amended by {nserting “but subject to subsection(s)" after “notwithstand-
ing the provisions of paragraph (1)”.. - - . - SRR S
. -{7) 8o much of the first séntonce of subséction (g) (1) of such section 202
as follows subparagraph (F') fs -amended by inserting “(subject to subsection
(8))" after “shall”. - o o ‘

-(8) So much of subsection (g) (4) of such eection 202 as follows subparagraph
(B) 1s amended by inserting “but subject to subsection (s8)" . after “notwith-
standing the provisions of paragraph (1)",
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- (9) So much of subsection (h) (4).of such section 202 as follows subpara-
graph (B) is amended by inserting “but subject to subsectlon (8)! after “not-
withstanding the provisions of paragraph (1)"”., . ) o

(10) The next to last sentence of subsection (c) of section 203 of such Act
is amended by striking out.“for any month in which” and inserting in jieu there-
of “for any month in which paragraph (1) of section 202(s) applies or",

.(11) The Jast sentence of subsection (c) of such section 203 is amended by
striking out “No” and inserting in llcu thereof “Subject to. paragraph (8) of
such section 202(s), no'. ‘ . o ‘ o _ o

.(12) The last sentence of subsection (f)(1). of such section 203 is amended
by inserting “but subject to section 202(3)" after “Notwithstanding the preced-
ing provisions of this paragraph”, . - . , ,

(13) Subsections (b), (¢), (f), and (g) of section 216 of such Act are each
amended by inserting before the period at the-end thereof ‘“(subject, however,

to section 202(8))". . e . .
(14) Section 222(b) of such Act is amended by adding at the end thereof

the following new paragraph: - . : C

“(4) The provisions of paragraph (1) shall not apply to any child entitled to
benefits under section 202(d), if he has attained the age of 18 but has not
attained the age of 22, for any month during which he is a full-time student (as
defined and determined under section 202(d)).” ‘ ' "

(15) Section 225 of such Act is amended by adding at the end thereof the
following new sentence’: “Thé first sentence of this section shall not apply to any
child entitléd to benefits under section 202(d), if he has attained the age of
18 but has not dttaliied the age of 22; for any month during which he 1s a full-
time student as defined and détermined under section 202(d) ).” ‘

(d) The amendments made by this section shall apply with respect to monthly
insurance benefits under section 202 of the Social Securlty Act for months after
December 1964 ; except that— =~ © : o o

(1) in the case of an individual: who was not entitled to a child's ingur-
ance benefit under subsection (d) of such section for the month in wlhich
this ‘Act is enacted, suth amendments shall apply only on the basis of an
application filed in or ‘After the month in which this Act is enacted.”

é2) section 202(d) (1) (H) (1) of such ‘Act '(as amended by this section)
‘_shdu_apply only for months after the month ir which this Act is enacted,
'and’ 28] LR .o . v _"14‘ L . LR
~ . (8) no.monthly insurance benefit shall be payable for any imonth before
the sécond month following the month in which this Act is ¢ndcted by reason
- of Eiectlon 202(d).(1) (B) (ii) of the Social Security'Act as amended by this

sectton. o ) : '
‘ . REDUCED BENEFITS FOR WIDOWS AT AGE 60 o
P . s AN : Lo RN

'8E0. 807. (a) (1) Paragraph (1) (B) of section 202(e) of the Social Security
Act (as amended by section 308(b) of this Act) is amended by striking out “age
62" and inserting in lieu thereof “age 60”. .~ " R ; ' :

(2) Paragraph (2)‘ of such:section (as so amended) is amended by striking
outl;",SUch” and i{nserting in lieu thereof. “Except as provided in subsection (q),
such”, . ‘ :

" l{b) (1) Parsgraph (1) of section 202(q) of such Act is amended to read as
ollows: o S T T A

“(1) If the first month for which an individual is eutitled to an old-age,
wife's, husband's, or widow’s insurance benefit is a month before the month in
whici such individual attains retirement age, the amount of such benefit for each
(xlnox;&hb shall, subject to the succeeding paragraphs of this subsection, be -re-

uced by— . - . o o

‘“(A) 5/9 of 1 percent of siich amount if such benefit is an old-age or
widow’s insurance benefit, or 25/86 of 1 percent of such amount if such bene-
fit is a wife's or husband’s insurance benefit, multiplied by . .
© 4(B) (1) the number of months-in the reduction period for such benefit
(determined under paragraph (68)), if such benefit is for a month before the
month in which such individual attains retirement age, or S

“(iil) the number of months in the adjusted reduction period for such

- benefit (determined under paragraph (7)),.if:such benefit is for the month
in which such individual attains retirement age or for any ihonth thereafter.”
~ (2) Paragraph (8) (A) (as renumbered by section 804(c) of this Act) of such

section is amended— - ‘
SRR R PO A P

I
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(A) by striking out “wife’s or husband’s insurance benefit” each place it
appears and inserting in lieu thereof “wife’s, husband's, or widow’s insur-
ance benefit”; and :

(B) by striking out “age 62” and inserting in lieu thereof “age 62 (in the
case of a wife’s or husband’s insurance benefit) or age 60 (in the case of a

‘widow’s insurance benefit)”, -

(8) Paragraph (8) (D) (as so renumbered) of such section is amended by
striking out “wife’s or husband’s” and inserting in lieu thereof “wife’s, hus-
band’s, or widow's.” . o L . A

(4) Paragraph (8) (as so renumbered) of such section is amended by adding
at the end thereof the following new,subparaglraph: e o
. “(B} If the first month for which an individual is entitled to an old-age in-
surance benefit (whether such first month occurs before, with, or after the
month in which such individual attains the age of 65) isa month for which such
individual is also (or would, but for subsection (e) (1), be) entitled to a widow’s
insurance benefit to which such individual was first entitled for a month before
she attained retirement age, then such old-age insurance benefit shall be reduced
by whichever of the following is the larger: . . .. .~~~
. “(1) the amount by which (but for this subparagraph) such old-age in-

surance benefit would have been reduced under paragraph (1), or. -

“(11) the amount equal to the sum of the amount by which such widow’s

. insurance berefit was reduced for the month in which such individual at-

. tained retirement age and the amount by which such old-age insurance

benefit would be reduced under paragraph (1).if it were equal to the excess

of such old-age insurance benefit (before reduction under this subsection)

gvel; guch widow’s insurance benefit (before reduction under this subsec-
on). ‘ o e A ‘ )

1(8) Paragraph (8) (as so renumbered) of such section {s' amended by adding
at the end thereof the following new subparagraph: = t

“(D) No widow’s insurance benefit for & month in which she has in her care a
child of her deceased husband (or deceased former husband) entitled to ¢hild’s
insurance benefits’ shall be reduced under this subsection below the amount to
which she would have been entitled had she been entitled for such ‘month to
mother’s insurance benefits on the basis of her deceased husband’s (or deceased
former husband’s) wages and self-employment income,"” L .

(68) Paragraph (6) (as so renumbered) of such section iz amended—

(A) by striking out “wife's, or husband’s” and inserting in lieu thereof
“‘wife’s, husband’s, or widow’s”; . . o S

.(B) by striking out “or husband’s” in subparagraph (A) (1) and inserting
in lieu thereof “, husband’s, or widow's” ; and ' B

(C) by striking out “age 65” in subparagraph (B) and inserting in lieun
thereof “retirement age”. == = = _ o

(7) Paragraph (7) (as so renumbered) of such section is amended— ‘

.- :{A) by strikiug ont “wife’s, or husband’s” and inserting in'lieu thereof

‘“wife’s, husband’s, or widow’s”;and "~ S e :
- {B) by striking out “and” at thé end of subparagraph (B), by striking out
the period at the end of subparagraph (O) and inserting in lieu thereof a
comma, and by adding at the end thereof the following new subparagraphs:
: “(Dl in the case of widow's insurance benefits, any month in which the
fgt}t}%)on in the amount of such benefit was determined under paragraph

“(B) in the case of widow's:insurance benefits, any month before the
month in which she attained retirement age for which she was not entitled
to such benefit because of the occurrence of an event that terminated hex

entitlement to such benefits, and". : - LT R

(8) Section 202(q) of such Act (as amended by section 304 (c) of this Act)
is further amended by adding at the end thereof the following new paragraph:

“(9) For purposes of this subsection, the term ‘retirement age’ means age
65 with respect to an old-age, wife’s, or husband’s insurance benefit and age 62
with regpect to a widow’s insurance beneftt,”,. - . ..
~7(e):The amendments made by this section shall apply with respect t6 monthly
insurance benefits under section 202 of the Social Security Act for and after the
second month following the month in which this Act is enacted; but.only. on
the basis' of applications flled in or after the.month in whlcﬁ this Act 18

enacted.: - S

.

e s LR
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WIFE'S AND WIDOW’S BENEFITS FOR DIVORCED WOMEN

" }?bc 308. (a) Scction 202(b) of the Soctal Securlty Act 18 amended to read as
ollows :

“Wifo's Insurance Beneﬁts

“(b) (1) Tbe wife (as defined in sectlon 216(b) ) and overy divorced wife (as
defined In section 216(d)) of an individual entitled to old-age or disability in-
surance benefits, if such wife or such divorced wife—

“(A) has filed application for wife's insurance benefits,

“(B) has attained age 62 or (in the case of a wlfe) has in her care
(individually or jointly with such individual) at the time of fillng such
application a child entitled to a child’s insurance benefit on the basis of the
wages and self-employment inconie of such individual,

“(Q) in the'case of A divorced wife, has not remarrled

“(D) in the case of a divorced wife, was receiving at least one-half of
her support, as determined in accordance with regulations prescribed by
the Secretary, from such individual, or was receiving substantial contribu.
tions from such individual (pursuant to a written agreement) or there
was In effect a court order for substantial contributions to her support from
such individual—

“(1) it hé had a period of disabillty which did not end before the
month in which he became entitled to old-age or disability insurance
benefits, at the beginning of such period or at the time he became en-
titled to such benefits, or

“(11) if he did not have such a period of disability, at the time he
became entitled to old-age insurance benefits, and

“(1) is not entitled to old-age or disability lnsurance beneﬂts, or is en-
titled to old-age or disability insurance benefits based on a primary insur.

_ance amount which is less than one-half of the primary Insurance amount
. of such individual,
shall (subject to subsection (8)) be cntitled to a wife’s insurance benefit for
each month, be%)lnnlng with the first month in which she beconies 80 entitled to
such insurance benefits and ending with the month preceding the first month in
which any of the following cccurs—
“(F) she dles,

“(@) such individual dies,

“(H) in the, case of a wife, they are divorced and either (l) she has not
attained age 62, or (}1) ‘she has attalned age 62 but has not been married
to such individual for a period of 20 years immediately before the date
the divorce became effective,

(;l( 1121 inlthe case of a dlvorced wife, she marrles a person other than such
Individua

(J) in 'the case of a wife who has not attained age 62, no ehlld of such
individual is entitled to a child’s Insurance benefit,

“(K) she becomes entitled to an old-age or dlsablllty fnsurance benefit
based on a primary insurance amount which is equal to or exceeds one-half

_ of the priraary insurance amount of such individual, or

(L) auch individual is not entitied to disabllity insurance benefits and
is not entitled to old-age insurance benefits.

“(2) Except as provided in subsection (q), such wife's Insurance benefit for
cach month shall be equal to one-half of the primary insurance amount of her
huebx:]nd (or, in the case of a dlvorced wife. her former husband) for such
month.

“(3) In the case of any divorced wife of an individual—

“(A) who marries another individual, and

“(B) whose marriage to the indlvidual referred to in subparagraph (A)
is terminated by divorce which occurs within 20 years after such marriage,

the marriage to the individual referred to in subparagraph (A) shall, for the
purposes of paragrax;h (1), be deemed not to have occurred. No benefits shall
be payable under this subsectton by reason of the preceding sentence for any
month before whichever of the following is the latest: (i) the month after the
month in which the divorce referred to in su Eamgraph (B) of the preceding
sentence occurs, (i) the twelfth month before the month in which such divorced
wife flles applicatton for purposes of this paragraph, or (i) the second month
after the month in vwhich this paragraph is enacted.
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‘“(4) Inthe case of any divorced wife who marries—

“(A) an individual entitled to benefits’ under subsection (f) or (h) of
thig section, or’ ] .

*(13) an individual who has attained the age of 18 and is entitled to bene-
fits under subsection (d),

such divorced wifce's entitlement to benefits under this subscction shall, notwith-
standing the provislons of paragraph (1) (but subject to subsection (8)), not be
terminated by reason of such marrlage; except that, in the case of such a
marriage to an individual entitled to benefits under subsection (d), the preceding
provislons of this paragraph shall not apply with respect to beucflts for months
after the last month for which such jndividual is entitled to such benefits under
subsection (d) unless he ceases to be so entitled by reason of his death,”

(b) (1) Paragraphs (1) and (2) of section 202(e) of such Act are amended
to read as follows: o

(1) The widow (as defined in section 216(c)) and every surviving divorced
wife (as defined in section 216(d)) of an individual who dled a fully insured
individual, if such widow or such surviving divorced wife— -

“(A) has not remarrled, «

“(B) hasattained age 62, )

“(C) (1) has filed application for widow’s insurance benefits, or was en-
titled, after attalnment of age 62, to wife's insurance benefits, on the basis
of the wages and self-employment income of such individual, for the month
preceding the month in which hedied, or . ,

“(i1) was entitled, on the basis of such wages and self-employment in-
come, to mother’'s insurance benefits for the month preceding the month
in which she attained age 62, . , o S

“(D) In the case of a surviving divorced wife, was recelving dt least
one-half of her support, as determined in accordance with regulations pre-
seribed by the Secretary, from such individual, or was recelving substantial
contributions from such individual (pursuant to a written agreement) or
there was in effect a court order for substantial contributions to her support
from such individual— :

.- %(l) at the time of his death (or, i£ such individual had a period
of disubility which did not end prior to the month in which he dieq,
at the time such period began or at the time of his death), or

“(i1) at the thne he became entitled to old-age insurance benefits or
disability insurance beneflts (or, if such individual had a period of
disability which did not end before the month fn which he became
entitled to such benefits, at the time such period began or at the time
he became entitled to such benefits), and

“(1) is not entitled to old-age insurance benefits or is entitled to old-age

. insurance benefits each of which is less than 8214 percent of the primary

insurance amount of such deceased individual

shall be entitled to & widow’s Insurance beneﬁtfor each month, beginning with
the first month in which she becomes 80 eatitled to such insurance benefits and
ending with the month preceding the first month in which any of the following
occurs: she remarrles, dles, or becomes entitleq to an old-age tnsurance benefit
equal to or exceeding 8234 percent of the primary insurance amount of such
deceased individual, , o ‘ ‘

“(2) Such widow’'s insurance benefit for each month shall be equal to 8214
percent of the primary insurance amount of such deceased individual.”

(2) Paragraphs (8) and (4) of section 202(e) of such Act are amended by
striking out “widow” each place it appears and ingerting in lieu thereof “widow
or surviving divorced wite". . ‘ o

'(8) Paragraph (4) of sectlon 202(e) of such Act is amended by striking out
“widow’s” and inserting in lleu thereof “widow’s or surviving divorced wife's".

(4) Section 202(e) of such Act is further amended by adding at the ¢énd
thereof the following new paragraph; . ’ . o T

“(5) In the case of any widow or surviving divorced wife of an individual—

“(A) who marrles another individual, and ‘ o ’

“(B) whose marriage to the individual referred to in subparagraph (A)
is terminated by dlvorce which occurs within 20 years after such marriage,

the marriage to the individual referred to in subparagraph (A) shall, for the
purposes of paragraph (1), be deemed nhot to have occurred. No benefits shall
be payable under this subsection by reason of the px;egedl;:g sentence for any
month befors whichever of the following i tho Iatest: (1) the month after the
.month in which the divorce referred to'in subparagraph (B) of the preceding
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sentence occurs, (i1) the twelfth month beforé the month in which such widow

or surviving divorced wife files application for purposes of this paragraph, or

(111) the second month after the month in which this paragraph ig enacted.”
(c) Section 216(d) of such Act is' amended to read as follows: '

"'DIVOl“C"ed Wiyeé: Divorce

“(d) (1) The term ‘divorced wife' means a woman divorced from an individual,
but only if she had been married to such individual for a perlod of 20 years
fmmmediately before the date the divorce became effective. - Lo

“(2) The term ‘surviving divorced wife' means & woman divorced from an

_individual who has died, but only if she had been married to the individual for
a period of 20 years immedintely before the date the divorce became effective.

~ ‘(8) The term ‘surviving divorced mother’ means a woman divorced from an
indivigual who has died, but only if (A) she is the mother of his son or daughter,
(B) she legally adopted his son or daughter while she was marrled to him and
while such son or daughter was under the age of 18, (C) he legally adopted her
son or daughter while she was married to him and while such son or daughter
was under the age of 18, or (D) she was married to him at the time both of them
legally adopted & child urider the ageof 18 ~ . o ,

“(4) The terms ‘divorce’ and ‘divorced’ refer to a divorce -a vinculo
niatrimonit.,” - : ' ' Lo oA o .

(d) (1) Section 202(c) (1) of such Act is‘amended by striking out “divorced
a vinculo matrimonii,” and ingerting in lleu thereof “divorced,”.

" (2) (A) Subsections (d) (8) (A), (£)(4) (A), and (h) (4) (A) of section 202 of
such Act are each amended by inserting “(b),” before “(02 AU

(B) Subsections (b) and (¢) of section 218 of such Act are each amended by
striking out ‘“(e) or” and inserting in 1iéu thereof “(b); (e), or".

‘ (f8)n Subparagraph (F') of section 202(g) (1) of such Act {s amended to read
as follows:
“(F) in the case of a survitving divorced mother—

“(1) at the time of such ipdividual’s death (or, if such individual
had a period of. disability which did not end before the month in which
he dled, at the time such perfod began or at the time of such death)—

“(I) she was recelving at least one-half of her support, as deter-
mined in pecordance with regulations prescribed by the Secretary,

" from such individual, or , .
“(II) she was recelving substantial contributions from such indi-
vidual (pursuant to a writtén agreement), or ‘
- “(III) there was a court order for substantinl contributions to
her support from such individual, , .
“(11) the child referred to in subparagraph (B) is hér son, daughter,
or legally adopted child, and ‘ " L S
“(ilf) theé benefits referred to in such subparagraph are payable on
_ the basis of such individual’'s wages and self-employment indome,".
(4) Seﬁtlon 202(g) of such Act i{s' amended by adding the following new
pal'agl’ap : . Cov e sl iz [ .‘)! o : 4% '
“(5) In the case of any widotv or surviving divorced mother— -
“(A) who marries another individual,and . L *
“(B) whose marriage to the individual réferred to in subparagraph (A) is
 terminated by divorce which occurs within. 20 years after such marrlage,
‘the marrlage to the fndividual referred to in gsubparagraph ‘(A) shall, for the
- purposes of paragraph (1), be deemed not to have-occurred. No benefits shall
“be payable under this subsection by reason of the preceding.sentence for any
month prior to whichever of the following is thé latest; (1) the month after the
- month in whigh the divorce referred to in subparagraph (B) of the preceding sen-
“tence occurs, (i1) the twelfth month before the month in which such widéw or
surviving divorced mother filles application for purposes.of this paragraph, or
(1if) the second month after the month in which this paragraph is enacted.”
(8). Sectlon 202(g).of such Act s further amended by striking out “former
vlv‘ife dlv’oxceg;’,.%qh place it appears and ingorting in leu thereof “surviving
divorced mother'. o
.(6) Section gos(a) of such Act (as amended by.sedtion 301 (¢) of this Act) 1s
amended by striking out the period at thé end of the first senterice and inserting

in lleu thereof , or” and by adding the following new paragraph: . =~
.~ %(8) when any of such indlviduals is entitled to monthly benefits as a
divorced wife under sectlon 202(b) or as a surviving divorced wife under

5
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" gection 202(e) for any month, the benefit to which she is entitled on the
basls of the wages and self-employment income of such insured individual
‘for such month shall be détermined without regard to this subsegtion, and
the benefits of all other individuals who ‘are entitled for such' month ‘to
monthly benefits under sectlon 202 on the wages and self-employment income
-of such insured individual shall be determined as it no such divorced wife
or surviving dlvérced wife were entitled to benefits for such month.”

(7) Bection 203(c) (4) of such Act is amended b{ striking out “former wife

divorced” and ingerting in leu thereof “surviving divorced mother”.
(8) Section 203(d)(1) of such Act is amended by striking out “wife,” and
inserting in lleu thereof ‘'wife, divorced wife,”. . S o

(9) The second sertence of section ,2_05(b5 ‘of such Act 18 amended by striking
out “wife, widow, former wife divorded,” and inserting in lieu thereof “wife,
divorced wife, widow, surviving divorced wife, surviving divorced mother,”.

(10) Section 205(c) (1) {O) of such Act is amended by striking out “former

wife divorced,” and inserting in lieu thereof “surviving divorced wife, surviving
divorced mother,”, , ' ; _
f(ug:_ Sletetlon 222(b) (8) of such Act i amended by inserting “divorced wife,”
after “wife,"”. B i
‘(e) The amendments made by this sectlon shall be applicable with respect
to monthly insurance. benefits under title II of the Soclal Security Act begin-
ning with the second month following the month in which this Act s enacted;
but, in the case of an.individual who was not entitled to a monthly Insurance
benefit under section 202 of such Act for the first month following .the month
in which this Act is enacted, only on the basis of an application filed in or after

the month in which this Act {8 enacted.
: ' TRANSITIONAL INSURED STATUS ‘
Sr0, 809. (a) Title II of thé Social S8ecurity Act is further amended by adding

at the end thercof (after thé new section 226 added by section 101 of this Act)
the following new section:

“TRANSITIONAL INSURED S8TATUS

“Sr0. 227. (a) In the case of any individual who attains the age of 72 before
1969 but who does not meet the requirements of section 214(a), the 6 quarters
of coverage referred 'to in so much of pargaraph (1) of section 214(a) as fol-
lows clause {<J) shall, instead, be 8 guarters of coverage for purposes of deter-
mining entitlement of such individual:to benefits under section 202(a), and of
his wife to benefits under section 202(b), but, in the case 6f such wite, only. it
she attains the age of 72 before 1969 and only with respect to wife's .insurance
benefits tinder sectlon 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 re-
quirements of sectlon 214(a), the amount of his old-age.insurance benefit shall,
notwithstandiig the provisions of section 202(a), be $85 and the amount of
the wife's insurance benefit of his wife shall, notwithstanding the provisions
of sectlon 202(b),be $1780. - - .- . - o e
© #(b) In the case of any individual who has died, who does not meet the .re-
quirements of section 214(a), and whose widow attains age 72 before 1069, the
6 quarters of coverage referred-to in pargaraph (8) of section 214(a) and:in
g0 much of paragraph: (1) thereof as follows:clause :(0) shall, for purposes of
zletem‘;iglng her entitlement to widow's insurance benefits under section 202(e),
nstead be-— S ST ‘ S e

‘ " “ (:h)mg quarters of covérage if:such widow attaing the age of 72 in or be-

- fore i' R o c et o N L

“(2) 4 quarters of coverage if such widow attains the age of 72 in 1867, or

“(8) B quarters of coverage if such widow attains the age of 72 in 1068.
The amount of her widow’s insurance benefit: for each month shall, notwithstand-
ing the provisions of section 202(e) (and sectlon 202(m) ), be $35. : o,

“(¢) In the case of any individual who becomes, or upon flling application
‘therefor would become, entitled to' benefits under sectlon 202(a)- by reason of
the application: of sabsection (a) of-this section, who dies, and whose widow
attains the agé of 72 before 1069, such-deceased individual shall be deemed to
meet the requirements of subsection  (b).:of this section for purposes of deter- -
mining entitlement of such widow to widow’s insurance benefits under section

202(e).”
47-140—65—pt. 1——6



68 SOCIAL SECURITY

- (b) The amendiment made by subsection (a) shall apply in the case of monthly
benefits under title II of the Social fiecurity Act for and after the second month
following the month in which this Act is enacted on tho basis of applications
filed in or after the month in which this Act {8 enacted.

INCREASE IN AMOUNT AN INDIVIDUAL IS8 PERMITTED TO EARN WITHOUT SUFFERING
FULL DEDUOTIONS ¥ROM BENEFITS

Sec, 310. (a) Paragraph (8} of sectlon 203(f) of the Soclal Security Act Is
amended by striking out “$500" wherever it appears therein and inserting in lieu
thereof “$1,200", . L N

(b) The amendments made by subsection (a) shall apply with respect to tax-
able years ending after December 81, 1965, ‘ X

COVERAQE f’OB DOCTORS OF MEDICINE

Seo. 311. (a) (1) Section 211(c) (5) of the Soctal Security Act is amended
to read as follows: ‘

u“ }5) The performance of service by an individual in the exercise of his
professton as & Christian Science practitioner.” :

(2) Section 211(c) of such Act is further amended by striking out the last
two sentences and inserting in lieu thereof the following: “The provisions of
paragraph (4) or (5) shall not apply to sérvice (other than service performed
by a member of a religlous order who has taken a vow of poverty as a member
of such order) performed by an individual during the period for which a
certificate filed by him under section 1402(e) of the Internal Revenue Code of
1954 Is in effect.”

(8) Section 210(a) (6) (C) (iv) of such Act is amended by Inserting before
the semicrlon at the end thereof the following: *, other than as a medical or
dental intern or a medical or dental resident in training".

(4) Section 210(a)(18) of such Act is amended by striking out all that
follows the first semicolon, )

(b) (1) Sectlion 1402(c) (5) of the Internal Revenue Code of 1954 (relating to
definition of trade or business) is amended to read as follows:

‘“(5) the performance of service by an individual in the exercise of his
profession as a Ohristian Sclence practitioner.”

(2) Section 1402(e) of such Code is further amended by striking out the
last two sentences and inserting in lleu thereof the following: “The provislons
of paragraph (4) or (5) shall not apply to service (other than service performed
by a member of a religious order who has taken a vow of poverty as a member
of such order) performed by an indlvidual during the period for which a cer-
tificate filed by him under subsection (e) is in effect.”

(8) (A) Section 1402(c)' (1) of such Code (relating to fiting of waiver certif-
fcate by ministers, members of religious orders, and Chrjstian Sclence practi-
tioners) is amended by striking out “extended to service” and all that follows
and inserting in lleu thereof “extended to service described in subsectlon (¢) (4)
or (¢) (8) performed by him.”

(B) Clause (A) of section 1402(e) (2) of such Code (relating to time for
filing walver certificate) i{s amended to read as follows: “(A) the due date of
the return (Including any extension thereof) for his second texable year end-
ing after 1064 for which he has net earnings from self-employment (computed
without regard to subsectlons (e) (4) and (e¢) (8)) of $400 or more, any part of
which was derived from the performance of service described in subsection
(c) (4) or (c) () ; or”. , y

(4) Section 8121(b) (8) (O) (iv) of such Code (rzlating to definitlon of
employment) 18 amended by inserting before the semicolon at the end thereof
the following: ¢, other than as a medical or dental Jatern or a medical or dental
restdent in training". ‘

(8) Section 8121(b) (18) of such Code i{s amended by striking out all that
follows the first semicolon. ~ : - ‘

(¢) The amendments made by paragraphs (1) and (2) of subsectlon (a),
and by paragraphs (1), (2), and (8) of subsection (b), sball apply only with
respect to taxable years ending after December 81, 1065. The amendments made
by paragraphs (8) and (4) of subsection (a), and by pacagraphs (4) and (6)
of subsection (b), shall apply only with respect to services performed after 1965.
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GROSS INCOME OF FARMERS

Seo. 812. (a) The second sentence following paragraph (8) in section 211(a)
of the Soclal Security Act is amended Ly striking out “$1,800" each place it
appears and Inserting in lleu thereof “$2,400”, and by striking out “$1,200”
each place it appears and inserting in lieu thercof “$1,600".

(b) The second sentence following paragraph (9) in section 1402(a) of the
Internal Revenue Code of 1084 (relating to net earnings from self-employment)
Is amended by striking out '$1,800” each place it appears and inserting in lleu
thereof "“$2,400", and by striking out “$1,200" each place it appears and insert-
ing in Heu thereof *“$1,600", _ ‘ ‘

(¢) The amendments made by this section shall apply only with respect to
taxable years beginning after December 81, 1965,

COYERAGE OF TIPS

Seo. 813. (a) (1) Section 209 of the Social Security Act is amended by strik-
ing out “or"” at the end of subsection (j), by striking out the period at the end
of -subsection (k) and inserting in lieu thereof *; or”, and by adding immedi-
ately anfter subsection (k) the following new subsection: ‘

“(1) (1) Tips pald in any medium other than cash;' '~ - -

“(2) Cash tips received by an employee in any calendar month in the course
of his et'l'lployment by an employer unless the amount of such cash tips is $20
or morxe. :

(2) Section 209 of such Act 18 further amended by adding at the end thereof
the following new paragraph:

“For purposes of this title, tips received by an employee in the course of his
employment shall be considered remuneration for employment. Such tips shall
be deemed to be paid to the employee by the employer and shall be deemed to be
so pald at the time a’ written statement including such tips is furnished to the
employer pursuant to section 6053(a) of the Internal Revenue Code of 1084 or
(it no statement inciuding such tips is so furnished) at the time received.”

(b) Secction 451 of the Internal Revenue Code of 1954 (relating to general rule
for taxable year of inclusion) is amended by adding at the end thereof the fol-
lowing new subsection :

‘“(c) SreciAL Rure ror EMPLOYEE TIps.—For purposes of subsection (a), tips
included in a written statement furnished an employer by an employee pursuant
to section G053 (a) shall bé deemed to be received at the time the written state-
ment including such tips is furnished to the employer.’”

(¢) (1) Section 3102 of such Code (relating to deductfon of tax from wages)
is amended by adding at the end thereof the following new subsection:

“(c¢) SpECIAL RULE FOR Tiprs,— T ‘

“(1) In the éase of tips which constitute wages, subsection (a) shall be
applicable only to such tips as are included in a written statement furnished
to the employer pursuant to section 6033(a), and only to the extent that
collection can be made by the employer, at or after the time such statement is
so furnished and before the close of the 10th day following the calendar
month fn which the tips were received, by deducting the amount of the tax

from such wages of the employee (excluding tips, but including funds turned -

over by the employee to the employer pursuant to paragraph (2)) as are
under control of the employer.

“(2) If the tax imposed by section 8101, with respect to tips received
by an employee during a calendar month which are included in written
statements furnished to the employer pursuant to section 6053(a), exceeds
the wages of the employee (excluding tips) from which the employer is

" required to collect the tax under paragraph (1), the employee shall furnish
to the employer on or before the 10th day of the following month an amount
of money equal to the amount of the excess.

*(8) The Secretary or his delegate may, under regulations prescribed
by him, authorize employers— : , :

“(A) to estimate the amount of tips that will be reported by the
_employee pursuant to section 6053 in any quarter of the calendar year,
“(B) to determine the amount to be deducted upon each payment of
wages {exclusive of tl{)s) during such quarter as if the tips so estimated
constituted the actual tips so reported, and :
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“(0) to deduct upon any payment of wages (other than tips) to such

employee during such quarter such amount as may ¢ necessary to

. ‘adjust the amount actually ‘deducted upon such wages of the employee

- during the quarter-to the amount required to be deducted during the
qudrter without régarad to this paragraph.” el

.. -(2) The second sentence of ‘section 8102(a) of such Code 1s amended by in-

serting before the perlod at’'the end theresf the following: “; and an ‘ex;:(floyer

who is furnished by an ‘emiployes a written statement of tips (received in a

calendar imonth) pursuant to gection 6033(a) to which paragraph (12) (B) of

section 8121(a) - is applicable may deduct an amount equivalent to such tax

with respect to such ti%s] from any wages of the employee (exclusive of tips)

under his control, even though at the time such statement is furnished the total

amount of the tips included in statements furnishéd to thé employer as having

been received by the employe in such calendar month in the course of his employ-

ment by such is less than $20". ’ ’

(3) Section 3121(a).of such Code (relating to definition of wages under the
-Federal Insurance Contributions Act). is amended by striking out “or” at the
end of paragraph (10), by striking out the period at the end of paragraph (11)
and inserting in lieu thereof ‘‘; or”, and by adding after paragraph .(11) the
following new ~aragraph: - St e i .

- “(12) (A) - tips paid in any medium other than c%?vh; ' o
¥“(B) cash-tips recelved by an employee in any calendar month in the
course of his employment by an employer unless the amount of such cash

.. .tips is $§20 or.moreY .. - . ST L

(4) Section 8121 of such Code is further amended by adding at the end thereof
the following new subsection: L < S
¢ .“(q) Ties,—For purposes of this chapter, tips received by an employee in the
course of his employment shall be considered remuneration for employment.
Such tips shall be deemed to be paid to the employee by.the employer, and shall
-be deemed to be so pald at the time a written statement Including such tips is
furnished to the employer pursuant to section 6038(a) or (if no statement includ-
ing such tips 1s so furnished) at the time received,” ‘ o

(d) (1) Section 8401 of such Code (relating to defiaitions for purposes of col-
lecting income tax at source on wages) is amended by adding at the end thereof
the following new subsection: ‘ . .

-%(f) Tres.—For purposes of subsection.(a), the term ‘wages’ includes tigs
received by an employee in the course of his employment.. Such tips shall be
deemed to be paid to the employee by the employer, and shall be deemed to be 80
paid at the time a written statement including such tips is furnished to the
employer pursuant to section 6053(a) or (if not statement including such tips
is so furnished) at the time received.” T LA .

. (2) Section 8401 (a) of such Code (relating to definition of wages for purposes
of collecting income tax at source) is amended by striking out *, or” at the end
of paragraph (6) and inserting in lleu thereof *; or"”, by striking out the perlod
at the end of paragraph (12) and inserting in lieu thereof ¢ ; or”, by striking out -
the period at the end of paragraph. (15) and inserting in lieu thereof *; or",
and by adding after paragraph (156) the following new paragraph: .

. %(16) (A) as tips in any medium other thancash; . .. .

.- -"“(B) as cash tips to an employee in any calendar month in the course

of his employment by an employer unless the amount of .such cash tips is

- 820 or more.”! .. - e ;

-(8) Subsection (a) of section 8402 of such Code (relating-to income tax col-
lected at source) 1s amended by striking out “‘subsection (J)” and inserting in
lieu thereof “sybsections:(3) and (k). - . . . . ... o .o

. '(4) Section 8402 of such Code is further amended by adding at the end thereof
tae following new. subsection:. T P S

“(k) Tips.—In the case of tips which constitute wages, subsection: (a). shall
be applicable only to such tips as are included in a written statement furnished
to the employer pursuant to section 6058(a), and only to the extent that the tax
can be deducted and withheld by the employer, at or after the time such state-
ment {8 so furnished and before the close of the calendar year in which the em-
plovee receives the tips which are included in such statement, from such wages
of the employee: (excluding tips, but including funds turned.over by the em-
ployee to the employer for the purpose of such deduction and withholding) as are
under the control of the employer; and an employer who 1s furnished by an em-
ployee a written statement of tips (received in a calendar month) pursuant to

‘
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sectlon 6053(a) to which paragraph (16) (B) .of section 3401(a) is applicable
may deduct and withhold the tax with respect to such tips from any wages of
the employee (excluding tips) under his control, even though at the time such
statement is furnished the total amount of:tho tlps included in statements fur-
nished to the employer.as having been recelved by the employee in such calendar
month in the course of his employment by such employer is less than $20, ‘Such
tax shall not at any time be deducted and withheld in an amount which exceeds
the aggregate of such wages and funds minus any tax required by section 8102(a)
to be collected from such wages.”

(e) (1): Bectlon 6051(a) of such Code (relatlng to receipts for employees) is
nmended by adding at the end thereof the following new sentence: “In the case
of tips received by amrr employeo in the course of his employment, the amounts
required to be shown by paragraph (38) shall include only such tips as are In-
cluded in statements furnished to the employer pursuant to section 6058(a) ; and
the amounts required to be shown by paragraph (6) shall include only such tips
ag are reported by the employee to the employer pursuant to section 6053(b).”

(2) (A) Bubpatt O of part 111 of subchapter A of chapter 61°of such Code (re-
lating to information regarding wages pald employees) is amended by adding
at the end thereof the following new section: -

“SEC. 6053. REPORTING OF TIPS. o

“(n) Every employee who, in the course of hls employment by an employer
receives in any calendar month tips which are wages (as deflned in section 8121
(a) or section 8401(a)) shall report all such tips in one or more written state-
ments furnished to his employer on or before the 10th day following .such
month,  8Such statements shall be furnished by the employee under such regu-
lations, at such other times before such 10th day, and in euch form and manner,
a8 may be prescribed by the S8ecretary or his delegato. -

“(b): For purposes of sections 3102(c), 8111, 6051(a), and 6652(0), tips re-
celved in ‘any calendar month shall be considered reported pursuant to this sec-
tlon only if they are included in such a statement furnished.to .the employer
on or before the 10th day following such month.and only to the extent that the
tax imposed with respect to such tips by section 8101 can be collected by the em-
ployer under section 8102.”

(B)'.The table of sections.for such eubpart 0 ls amended by addlng at the end
thereof the following: .

“Sec, 6038. Reportlng of tlps "o o : S

'(8) Section 6652 of such Code (relatlng to failure to ﬂle certaln lnformatlon
returns) 18 amended by redesignating subsectfon (&) a8 subsectlon (d) and by
insertlng aftcr subsection (b) the following new stibsection :

#(¢c) FAILURE TO RERORT Tn’s.—-ln the case of tips to “which section 6033 (a)
applies, if the employee fallg to repott any of such %lps to the employer pursuant
to section f unless'it 1s shown that such failure is’ due to reasonable cause
and not due to wmful neglect, fhere shall be paid by the émployee, in addition
to the tax imposed by section 8101 with respect to the amount of the tips which
he 80 falled to xeport, an amount equal to such tax.” " -

(£) Section 8111 of such Code (relating to ‘ratée . of ax on' employers under
the Federal Insurance .Covtribations Act), a8, amended by sectlon 821 of thiy

Act, 18 amended by adding a:; the end tbel*eot the following new. subsection:, .

“(¢) Tibs—In the case of tips which constitutes wages, the tax’ imposed by
this sectlon shall be applicable only. to such’ tlps as are reported by tne employee
to the taxpayer pursuant to section 6053(b),” ‘

(g) The amendments made by this section shall apply only w1th respect to.
tips recetved by employees after 1985, ‘ -

momsxon OF ALASKA AND, RENTUORY AMONG STATES PERMITTED TO mvme ‘
THEIR RETIREMENT SYSTEMS .

SE0. 314 The ﬁrst sentenee of sectlon 218(d) (8) (d) ‘of the Soclel Securlty
Act 18 amended— :

“ (1) by inserting "'Alaska,” beforo “California” ; and e
(2 by lnsertlng "Kentucky," betore "Massachusetta"

ADDITIONAL PEB!OD FOR E’LEOI‘INO OOVERAGE} 'UND!B DIVIDF.D BBI'IBEMEN'I‘ SYBTEH"

RSN VS R T

Sm. 815 The ﬂret sentence ot sectlon '218(d) (6) (F) 'of the Soelal Seeurlty‘.
Act 1s amended by striking out *1963” and inserting in lieu thereof “1967".

. .-2'
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b)[PLOYFFS OP NONPROFIT ORGANIMTIONS

Sec. 816. (a) (1) Section 8121(k) (1) (B) (lll) of the Internal Revenue Code
of 1954 (relating to effective:date of exemption of religious, charitable, and
certaln other organizations) 18 amended to read as follows:

© %(ill) the first day of any calendar quarter preceding the caiendar
-quarter in which the certificate is flled, except that such date may.not be

- earlier than the first day of the twentieth calendar quarber preceding the
quarter in which such certificate is filed.”

(2) The amendment made by prragraph (1) shall apply in the case of any
certificate filed under section 8121 (k) ( 1) (A) of such Code after the date of the
enactment of this Act.

(b) Section 3121(k) (1) of such Oode (relating to waiver of exemptlon by
religious, charitable, and certain other organizations) is further amended by
s#dding at the end.thereof the following new subparagraph:

‘ “(H) An organization which files a certificate under subpnmgraph (A)
before 1066 may amend such certificate during 1965 or 1968 to make the
certificate effective with the first day of any calendar quarter preceding
the quarter for which such certificate originally became effective, except
that such date may not be earlier than the ﬂ{st day of the twentleth
calendt;:-l quarter precetllng the quarter in wh eh such certlﬁcate 18 so
amend .

(c) (1) Sectioa 105(b) of the Soclal Security Amendments of 1060 fs amended
to read as follows ‘

SH(b)(1) X—

“(A) an individual pertormed servlce ln the employ of an organlza-
tion with respect to which remuneration was pald before the first day
of the calendar quarter in which the organization filed a waiver certificate

-pursuant to section 8121 (k) (1) of the Internal Revenue Code of 1054,
and such service I8 excepted from employment under section 210(a) (8)
(B) of thé Social Security Act,

*“(B) such service would have constltuted employment as defined in
section 210 of such Act if the requirements of sectlon 3121(k) (1) of
such Code were satlsfled,

*(0) such organ!zauon pald, on or before the due date of the tax
return for the calendar quarter before the calendar quarter:in which
the organization filed a certificato pursuant to section 8121(k) (1) of
such Code, any amount, as taxes imposed by sections 8101 and 8111 of

- such Code, with respect to such remuneration paid by the organization
to the individual for such service,

. “(D) such individual, or a fiduclary acting for such indtyidual or
his estate, or his survivor (within the meaning of section 205(¢) (1) (0)
of such Act), requests that such remuneration be deeméd to constitute
remuneration for employment for puiposes of title II of such Act and

“(B) the request is made in such form and manner, and with such
officlal, as may be prescribed by regulatlons mado by the Secretary of
Health, Education, and Welfare,

then, subject to the conditions stated in paragraphs (2), (3), (4), and (5), the
remuneration with respect to which the amount has been paid as taxes ghall be
deelnlnzdctto constitu‘te remunex-ation for emplovment for purposes of title II of
sue a : .

“(2) Paragraph (1) shall not apply with respect to nh Individual unless the
organization referred {o in paragraph (1) (A), on or before the date on which
the request described in paragraph (1) is made, has filed a certificate pursnaut
to section 3121 (k) (1) of such Code.

%(3) Paragraph (1) shall not apply with respect to an individual who is em-
Flogl%dd by the organization referred to in paragraph (2) on the date the certiﬂcate
]

“(4) If oreditor refund of any portion of the amount referred to in paregraph
(1) (O) (other 'than a credit or refund which would be allowed it the service
constituted employment for purposes of chapter 21 of such Code) has been ob-
tained, paragraph (1) shall not apply with respect to the individual unless the
amount credited or refunded (including any interest under section 6611 of such
Code) is repaid before January 1, 1068, or, if later, the first day of the third year
after the year in which the organlzatlon filed a certlﬁcate pursuant to sedtion
8121 (k) (1) ofauch Oode.

- i
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“(6) Paragraph (1) shall-not apply to any service performed for the orga-
nization in @ period for which a certificate flled pursuant to section 3121(k) (1)
of such Code 8 not in effect.” . s : o -

(2) Thé amendment made by paragraph (1) shall take effect on the date of
the énactment of this Act. The provisions of section 103 (b) of tho Social Secur-
ity Amendments of 1960 which were ineffect before the date of the enactment
of this Act shall be applicable with respect to any request filed under sectlon
105(b) (1) of such -Amendments before such date. 'Nothing in the preceding.
sentence shall prevent the filing of a request under section 105(b) (1) of such
Amendments as amended by this Act. . L

COVERAGE OF TEMPORARY FEMPLOYEES OF THE DISTRIOT OF OOLUMBIA

Sko. 817, (a) Section 210(a) (7) of the Soclal Security Act is amended—
(1) by striking out “or" at the end of subparagraph (B), o
(2) by striking out the semicolon at the end of subparagraph (C) (il).
and inserting in lleu theéreof *, or”,&and , . .
gs) by adding after subparagraph (0) ¢he foll)lqwlng.new subparagraph:
.., - (D) service performed in the employ of the District of Columbia or any
. instrumentality which is wholly. owned thereby, if such service is not cov-
ered by a retirement system established by a law of the United States;
oxcept that the provisions of this subparagraph shall not be applicable to
service performed— A e . . S
. "(l) in a hospital or penal institutlon by a patient or inmate thereof;
_ %(il) by any individual ?,s,'.an' employee included under section 2 of
. the Act of August 4, 1947 (relating to certain interns, student nurses,
and other student employees of hospitals of thé District of Columbia
Government; § U.8.0. 1052), other than as’'a medical or dental intern or
asa medical or dental resident in traintng; == =~ -
~ “(ilt) by any individual as an employee serving on a temporary basis
in case of fire, storm, snow, earthquake, flood, or other similar emer-
gency;or - - . S ,
“(iv) by a member of a board, committee, or councll of the District
. of Columbia, paid on a per diem, meeting, or-6ther fee basis;”. -
(b) Section 3121(5)?(7) of the Internal Revenué Code of 1954 (relating to
certain services not included in definition of employment) is amended—
2 %; by striking out “or" at the end of subparagraph (A),

by striking put the semicolon at the end of subpard_gr"abh (B) and

inserting in lieu thereof *, or"”, and -

- - (8) by adding after subparagraph (B) the followlng new subparagraph :
“(0) service performed in the employ of the District of Colnmbia or any
instrumentality which 1s wholly owned thereby, if such service {s 1ot covered

- by a retirement system eatablished by a law of the United States; except that

}he per_‘;)vlsion; of this subparagraph shall not be applicadble to service per-

orm - . . . [ I S } S R N 7 S ST e e .
“(1) 'in a hogpital or penal msﬂtuuon by a patient or inmate thereof;

- _“(if) by any Individual as,an employee included under section 2 of
the Act of August 4, 1047, (relating to certain interns, student nurses,
and other student employees of hospitals of the District of Columbia
Government; 5 U.8,0. 1052), other than as a medical or dental intern

-, or aga medjcal or dental yesident in training; .. .
“(i11) by any individual as an employee gérving on a temporary basis
.1u case of fire, storm, snow, earthquake, flood or other similar emergency;
L 0 S ST S AL R SE el T R S U
“(iv) by a member of a board, committee, or. council of the District.

-« . of Colnmbla, paid on a:per diem meeting, or other fee.basis;”.,

(c) (1) iBectlon 8125 of such:Code :(relating to returns in the case of govern.
mental employees in' Guam and American S8amoa) is‘amended by adding at the
end thereof the following new subsection: : o o

() DisTrior oF CoLuMBIA—In the case of the taxes imposed by this chapter
with respect to service performed {n the employ of the Distrlct 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

Oolumbia, or by such ugents as they may designate, The person making such

return niay, for convenience of administration, effective with respect to remuner-

ation paid before 1071, make payments of the tax 4mposed by.section 8111 with

Capeon T ey L
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respect to such service without regard to the $5,600 limitation in section
3121(a) (1) and, effective with respect to remuneration pald after’'1970, without
regard to the $6,600 limitation in such section 83121(a)(1).” - A o
(2) The heading of such.section .8125 1s amended by striking out “AND
AMERICAN SAMOA” and inserting in Meu thereot % - AMERICAN SAMOA,
AND THE DISTRICT OF COLUMBIA”. T ‘ ‘
-(8) The table of sections for subchapter O of chapter 21 of such Code (relating
to-general provislons for Federal Insurance Contributions Act) is amended by
striking out : .
“Sec. 3125. Returns in the case of governmental employees in Guam and American Saniba.”

and inserting in lieu thereof

““Sec. 3125, Returns in the case of governmenta,l employees in Guam, American Samoa, and
the District of Columbia." - .

(d) Section 6205(a) of such Code (relating to adjustment of tax) is amended
by adding at the end thereof the following new paragraph:- o
. ‘“(4) DISTRIOT OF COLUMBIA A8 EMPLOYER.—For purposes of this subsec-
tion, in the case of remuneration recéived during any calendar yeéar from the
District of Columbia or any instrumentality which is wholly owned thereby,
the Commissioners of the District of Columbia and éach agent designated
by them who makes a return pursuant to sectioh 8125 shall be deemed a
separate employer.” o ’ ‘ .

{e) Section 6413(a) of such Code (relating to adjustment of cerbtain employ-

ment taxes) is amended by adding at’the end thereof the following paragraph:
"."(4) DISTRICT OF COLUMBIA A8 EMPLOYER.—FOY purposés of this subsec-
tion, in the case of remuneration recéived during any calendar yeat from the

_ 'District of Columbia or any instrumentality which 1s wholly owned thereby,

the Commissioners of the District of Columbia and each agent designated by
thenlx who"mukes a return pursuant to section 3125 shall be deemed a separate
employer. . C

(£) (1) Section 6418(c) (2) of such Code (relating to applicability of speclal
refunds to certain employment taxes) is amended by adding at the end thereof
the following new subparagraph: S :

(F) GOVERNMENTAL EMPLOYEES IN THE DISTRIOT OF COLUMBIA.—In the
case of remuneration received from thé District of Columbia or any
instrumentality wholly owped thereby, during any calendar year, the’
Commisstoners of the District of Colutnbia and each agent designated by
them who makes a return pursuant to section 3125(e) shall, for purposes

. _of this subsection, be deemed a separate employer.” - -

(2) The heading of such section 6413(¢) (2) is amended by striking out “Axp
AMERIOAN SAMOA” and Inserting in lléeu thereof */, AMERICAN SBAMOA, AND THE
DISTRIOT OF COLUMBIA"Y, ) o

(g) The amendments made by this section shall apply with respect to service
performed after the calendar quarter in which this section is enacted and after
the calendar quarter in which the Secretary of the Treasury receives a certifica-
tlon from the Commissioners of the District of Columbla expressing thelr desira
to have the insurance system established by title II ‘(and part A of title XVIIi)
of the Social Security Act extended to the officers and employees coming under
the provisions of such amendments. ‘ - ‘

COVERAGE FOR CERTAIN ADDITIONAL HOSPITAL EMPLOYEES IN OALIFORNIA

Seo. 318. Section 102(k) of the Soclal Security Amendments of 1960 is
amended by inserting *“(1)” immediately after “(k)", and by adding at the end
thereof the following new paragraph ! . .

“(2) Such agreement, as modifled pursuant to paragraph (1), may at the
option of such State be further modified, at any time prior to the seventh month
after the month in which this paragraph 18 enacted, so as to apply to services
performed by any hospital affected by such earlier modification by any individual
who after December 31, 1959, i8 or was employéd by such State -(or any politi-
cal subdivision thereof) in any position deseribed in paragraph (1). Such modi-
fleation shall be effective with respect to: (A) all services performed by such
individual in any such position on or after January 1, 1062, and (B) all such
services, performed before such date, with respect to which amounts equivalent -
to the sum:of the taxes which would have been imposed by sections 8101 and
8111-of the Internal -Revenue Code of 1954 {f such services had constituted em-
ployment for purposes of chapter 21 of such Code at the time they were performed
have, prior to the date of the enactment of this paragraph, been paid.”

‘ !
i
‘
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TAX EXEMPTION FOR RELIGIOUS GROUPS8 OPPOSED TO INSURANCE

Seo. 819. (a) Subsection (c) of section 1402 of the Internal Reveoue Code of
1954 is amended by striking out “or” at the end of paragraph (4), by striking
out the period at the end of paragraph (8) and inserting in leun thereof “; or",
and by adding after paragraph (6) the following new paragraph: .

%“(8) the performance of service by an individual during the period for
which ‘an exemption under subsection (h) is effective with respect to him.”

(b) Subsection (c) of section 211 of the Soclal Security Act is amended by
striking out “or” at tlie end of paragraph (4), by striking out the period at the
end of paragraph (5) and fnserting in lieu thereof “; or”, and by adding after
paragraph (5) the following new paragraph:

“(8) The performance of service by an fndividual during the period for
which an exemption under section 1402(h) of the Internal Revenue Code of
1954 18 effective with respect to him.” ’ '

(c) Section 1402 of the Internal Revenue Code of 1954 is further amended
by adding at the end thereof the following new subsection:

“(h) MEMBERS OF CERTAIN RELIGIOUS FAYTHS.—

(1) ExEMPTION.—Any individual may file an application (in such form
and manner, and with such official, as may be prescribed by regulations
under this chapter) for an exemption from the tax imposed by this chapter
if he is a member of a recognized religlous sect or division thereof and is an
adherent of established tenets or teachings of such sect or division by reason
of which he is conscientiously o6pposed to acceptance of the benefits of any

“privaté or public fnsurance which makes payments in the event of death,
disability, old-age, or retirement or makes payments toward the cost of, or
provides services for, medical care (including the benefits of any insurance
system established by the Soclal Security Act). Such exemption may be
granted only if the applicatfon contains or is accompanied by—

"~ “(A) such evidence of such individual’s membership in, and adherence
to the tenets or teachings of, the sect or division thereof as the Secretary
or hig delégate may require for purposes of determining such individual’s
compliance with the preceding sentence, and
“(B) his waiver of all benefits and other payments under titles II
and XVIII of thie Social Security Act on the basis of his wages and
self-employment incomé as well as all such benefits and other payments
to him on ‘the basis of the wages and self-employment income of any
other person, ) o _— "
only if the Secretary of Health, Education, and Welfare finds that—

“(0) such sect or division thereof has the established tenets or
“teachings referred to {n the preceding sentence,

. “(0) such'sect or division thereof has the established tenets or teach-

. Ings referred to in the preceding sentence, ‘ |

“(D) it 18 the practice, and has been for a period of time which
he deems to be substantial, for members of such sect or division thereof
to make provision for their dependent members which in his judgment
is reasonable in view of their general level of living, and

“(B) such sect or division thereof has been in existence at all

~ times since December 81, 1950, . ,

An exemption may not be granted to any individual if any benefit or other
payment referred to in.subparagraph (B) became payable (or, but for
section 203 or 222(b) of the Soclal Security Act, would have become payable)
at or before the timé of the filing of such walver. - A '

4(2) TIME FOR FILING APPLIOATION.—For purposes of this subsection, an
application must be filedq— .- . - : S :

.. “(A) In the case of an .individual who has self-employment income
(determined without regard to this subsection and subsection (c) (6))
for any taxable. year ending before December 81; 1965, on or before
April 15,1966, and ‘ L . C '

“(B) In any other case, on or before the time preseribed for filing
the return -(including any extension thereof) for the first taxable year
ending on or after December 81, 1965, for which he has self-employment

- income (a8 80 determined), < - oo o0 T

“(8) ‘PEBIOD, FOB WHIOH: EXEMPITON EFFEOTIVE.—An exemption granted to
any individual pursuant to this subsection shall apply with respect. to all
taxable years beginning after December 81, 1950, except that such exemption
shall not apply for any taxable year—

and
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**(A) beginning (1) before the taxable year in which such individual
first met the requirements of the first sentence of parargaph (1), or
(i1) before the time as of which the Secretary of Heglth, Education,
and Welfare finds that the sect or division thercof of which sucb indiviad-
ual is & member met the requlrements of subparagraphs (C) and (D),

or
“(B) ending (1) after the time such individual . ceases to meet the
requirements of the first sentence of paragraph (1), or (ii) after the
time as of which the Secretary of Health, Education, and Welfare finds
that the sect or division thereof which he is a member ceases to meet

- the requirements of subparagraph (0) or (D).

“(4) APPLICATION BY FIDUCIARIES OR SURVIVORS. ——In any case ‘'where an
individual who has self-employment income dies before the expiration of the
time prescribed by paragraph (2) for filing an application for exemption
pursuant to this subsection, such an application may be filed with respect
to such individual within such time by a fiduclary acting for such individual’s
estate or by such individual’s survivor (within the meaning of section 205 (¢)
(1) (C) of the Social Security Act).”

(d) Section 202 of the Social Security. Act Is amended by adding at the end
thereof the following new subsectlon : -

“Waiver of Beneﬂts

“(v) Notwithstandlng any other provisions ‘of this title, n the case of any
individual who files a waiver pursuant to section 1402(11) of the Internal Revenue
Code of 1954 and is granted a tax exemption thereunder, .0 )enefits or other pay-
ments shall be payable under this title to him, no paynients shall be made on his
behalf under part A of title XVIII, and no benefits or other payments undér this
title shall be payable on the basis of his" wages und self-employment income to

_any other person, after the' ﬂling of such waiver; except that, if thereafter such
individual’s tax exemption under such section 1402(h) ceases to be effective, such
waiver shall cease to be applicable in the case of benefits and other payments
under this title and part A of title XVIIX to the’ extent based on his gelf-employ-
.ment income for and after’the first’ taxable year for which such tax exemption
ceases to be effective and on his wages for and after thé c¢alendar year (if any)
which begins in or with the beginning of ruch taxablq year.” -

(e) The amendments made by this sectlon shall apply with respect to taxable

years beginning after Décember 31,"1950. "For such purpose, chapter 2 of the
Internal Revenue Code of 1954 shall be treated as applylng to all taxable years
beginning after such date. .

(f) If refund or credit of any overpayment resulting from the enactment of this
section is prevented on the date of the enactment of this Act or at any time on or
before April 15, 1968, by the operation of any law or rule of law, refund or credit
of such overpayment may, nevertheless, be'made or allowed if claim'therefor is
filed on or before April 15, 1966. No interest shall be allowed or paid on any
overpayment resulting from the enactinent of this section.

/\

INCREASE OF EARNINGS COUNTED ‘FOR BENEFIT AND TAX PURPOSES

Sec, 320. (a) (1) (A) Section 209(a) (8) of the Soclal Security Act is amended
by inserting “and prior to 1966" after ‘“1958".:

{B) Section 209(a) of such Act is further ameuded by addlng at the end thereof
the following new paragraphs:

“(4) That part of remuneratlon which, after. remuneratlon (othér than
remuneration referred to in the succeedlng subsections of this section) equal
to $5,600 with respect to employment has been paid to an individual during
any calendar year ¢fter 1865 and prior to 1971, 18 paid to such individual
during such calenda: yesz; -

“(5) That part of ruvmu’ 1eration which after remuneration (other than
remuneration referred to ir: the succeeding subsections of this section) equal
to $6,600 with respect to employment has been paid to an indiviGual during
any ca’lendar year after 1970, is paid to such individual durlng s lch calendar
year;’

(2)( A) Sectlon 211(b) (1) (0O) ot such Act is’ amended by insertlng “and prior
t.o 19?16" after “1958”, and by strlklng out “s or" and lnsertlng m lleu thereof
[] 'an 11} )
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(B) Section 211(b) (1) of such Act is further amended by adding at the end
thercof the following new subparagraphs: :

‘(D) For any taxable year ending after 1965 and prior to 1971, (i)
$5,600, minus (il) the amount of the wages paid to such individual during
the taxable year ; and o

“(B) For any taxable year ending after 1970, (i) $6,600, minus (ii)
the amount of the wages paid to such individual during the taxable year;
or”, .

(8) (A) Sectlon 218(a) (2) (1) of such Act is amended by striking out “after
1958” and-inserting in leu thereof “after 1958 and before 1966, or $5,600 in the
case of a calendar year after 1865 and before 1971, or $6,600 In the case of a
calendar yearafter 1970".- : R

(B) Section 213(a) (2) (iii) of such Act is amended by striking out “after
1658" and inserting in lieu thereof “after 1958 and before 1966, or $5,600 in the
case of a taxable year ending after 1965 and before 1971, or $6,600 in the -case
of a taxable year ending after 1970%. = -~ . . '

(4) Section 215(e) (1) of such Act is amended by striking out “and the
excess over $4,800 in the case of any calendar year after 1958” and inserting in
Heu thereof “the excess over $4,800 in the case of any calendar'year after 1958
and before 1966, the excess over $5,600 in the case of any calendar: year after
1?:35 t;%(’}ol.)}zfore 1971, and the excess over $6,600 in the case of any calendar-year
after .. , . ‘

(b) (1) (A) Section '1402(b) (1) (O) of the Internal Revenue Code’of 1054
(relating to definition of self-employment income) is amended by inserting “and
Befom:i ’1’966" after “1958”, and by striking out *“; or” and inserting in liéu thereof

; and”, ‘ PO o )

(B) Sectlon 1402(b) (1) of such Code is further amended by adding at the

end thereof the following new subparagraphs: 4 o
“(D) for any taxable year ending after 1965 and before 1971, (1) $5,600,
minus (if) the amount'of the wages paid to such individual during the tax-

able year;and - A g S
“(B) for any taxable year ending after 1970, (i) $6,600, minus (ii) the
amount of the wages pald to such individual during the taxable year; or”.

(2) (A) Section 8121(a) (1) of such Code (relating to definition of wages)
is amended by strlking out $4,800" each place it appears and inserting in lieu
thereof “$5,600".° - - Co ‘ ‘ R N
__(B) Effective with respect to remuneration paid after 1970, section 8121(a)
(1) of such'Code as amended by subparagraph (A) of this paragraph is amended
bge%lflng out “$5,600” each place it appears and inserting in leu thereof

(8) (A) The second sentence of section 8122 of such Code (relating to Federal
service)’ is amended by striking out -“$4,800"” and inserting in lieu: thereof
o ,600’. . ) . - S . ' PR
- (B) Effective with respect to remuneration paid after 1970, such second sen-
tence as amended by subparagraph-(A) of this paragraph is amended by striking
out “$5,600”" and inserting in leu thereof “$6,600". ° -

(4) (A) Section 3125 of such Code (relating to returns in the case of govern-
mental employees in Guam and American S8amoa) is amended by striking out
*$4,800” where it appears in subsections (a) and (b) and inserting in lieu
thereof '$5,600". o o

(B) Effective with respect to remuneration pald after 1970, section 3125 of
such Codé as amended by subparagraph (A) of thisparagrapi: is amended by
striking out “$5,600” where it appears in subsections (a) and (b) and inserting
in Heu thereof “$6.600”.. .-~ . ° o e SRR

(5) Section 6413(c) (1) of such Code (relating to special refunds of employ-
ment taxes) is amended— ’ S A Sl

(Al)ggg”insertmg “and prior-to the calendar year 1966” after “the calendar

yeard@B8”; - o T oeac it R

" (B) by inserting after “exceed $4,800,” the following:: “or (C) during nay

calendar year after the calendar year 1965 and prior to thé ‘calendar year

1971, the wages received by him during such year exceed $6,600, or (D)

..., during any calendar year after the calendar year 1970, the wages recelved
. by him during'stch year exceed $6,600”. .- =~ - i

. " "(0) by inserting before the period ‘at’ thé end thereof thé ‘following:

“and before 1966, or which exceeds thé tax with respect to the firat $5,600 of

such wagés receivéed In such calendar year after 19685 and before 1971,
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or which exceeds the tax with respect to the first 86,600 of such wages
received in such calendar year after 1970”.

(G) Section 6418(0) (2) (A) of such Code (relating to retunds of employ-
ment taxes in the case of Federal employees) :is amended by striking out “or
$4,800 for any calendar year after 1958” and inserting-in lleu thereof ‘‘$4,800
for the.calendar year 1059, 1060, 1961, 1062, 1963, 1964, or 1965, or $5,600 for the
cg:endlg O?’ear 1066, 1067, 1968, 1969 or 1970. or 36000 for any calendar year
after

:(¢) The amendments made by subsection (a) (1) and (a)(3) (A),. :md the
amendments made .by subsection (b) (except paragraph (1) thereof), shall
apply only with respect to remuneration pald . after December 1985, The
amendments made by subsections (a) (2), (a) (8) (B), and (b) (1) shall apply
only with respect to taxable years ending after 1965, The amendment made
by subsectlon (a)(4) shall apply only with respect to calendar years after

OHANGES IN 'I‘A! GUHEDULES

* Sro, 821 (a) Sectlon 1401 ot the Internal Revenue Code ot 1934 (relatlng to
ratfe ﬁf tax under the Selt-Employment Gontrlbutiops Act) ie amended to read
asfollows: .- ‘

“SEC. 1401. RATE OF TAX T oo »

- *(a) OLD-AGE, SUBVIVORS, mn Di1sABILITY INSURANCE—In addition to other
taxes, there shall be imposed for each taxable year, on the selt-employment income
of every individaal, a tax as follows; . .

(1) in the case of any taxable year beginning’ atter December 31, 1965,

- and before January 1, 1969 ,the tax shall be equal to 6.0 percent of the amount
of the self-employment income for siich taxable year; ' ..

4(2) in the case of any taxable year. beginning after December 31, 1968,
and before January.:1, 1973, the tax shall bé equal.to 6.6 percent of the
amount of the self»employment income for such taxable year; and

_ . "(8) in the case of any taxable year beginning after December 81, 1972,

the tax ghall be equal to 7.0 percent of the amount of the self-employment

.. _income for such taxable year.

“(b) "HoBPITAL INSURANOE.~IR additlon to the tax lmposed 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 attor December. 81, 1965.
and before January 1, 1 567. the tax shall be equal to 0.85 percent of the
amount of the self-employment income for such taxable year;

. *(2) in the case of any taxable year beginning after December 81, 1966,
and before January:1, 1978, the tax shall be equal to 0.50 percent of the
amount of the selt-employment income for such taxable year;

. “(8) in the case of any taxable year beginning after December- 81,.1972,

~ and before:January 1, 1876, the tax shall be equal to 0.55 percent ot the

amount of the self-employment income for such taxable year;

““(4) in the case of any taxable year beginning after December 31, 1975,
and before January 1, 1980, the tax shall be equal to 0.60 percent of the
amount of the. selt-employment income for such taxable year;

*“(5) in the case of any taxable year beginning after December 31, 1979,
and before January 1, 1887, the tax shall be equal to 0.70 percent of the
amount of the self-employment income for such taxable year; and .

“(8) .in .the case of any taxable year beginning after December 81,
19886, the tax shall be equal to 0.80 percent of the amount of the eelf-employ-
,ment income for such taxable year. .. -

For purposes of the tax imposed by this subsectmn, the exclnsion ot employee
representatives by section 1402(¢) (8) shall not apply.” =

(b) Section 8101 of the Internal Revenue Code of 1954 (relatlng to rate of
tax on employees under the Federal Insm'ance Oontrlbutlons Act) 1e amended
to read as follows: _

“SEC. 3101. RATE OF TAX. o : : ‘

" W(a) OLD-AGE, SURVIVORS, AND Dmmm'n meumon-—ln additlon 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 gection 8121 (a)) received
by him with respect to employment .(as defined in section 8121(b))—
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#(1) with respect to wages received during the calendar years 1966, 1967,
and 1068, the rate shall be 4.0 percent;

“(2) with respect to wages received during the caleandar years 1969,
1970, 1071, 4nd 1972, the rate shall be 4.4 percent ; and S

“(8) with respect to wages received after December 81, 1972, the rate

. shall be 4,8 percent. o o ) o

“(b) HosPITAL INSURANCE.—In addition to the tax imposed by the preceding
subsection, there s hereby imposed on the income of every individual a tax
equal to the followhﬁ percentages of the wages (as defined in section 3121 (a))
received by him with respect to emg)loyment (as deflned in section 3121(b),
but withou! regard to the provisions of paragraph (9) thercof Insofar ag it relates
to employers)— 4 . o

" g‘w!th, respect to wages received during the calendar year 1086, the
rate shall be 0.85 percent; - T o

“(2) with respect to wages received during the calendar years 1967,
1068, 1969, 1970, 1071, and 1972, the rate shall be 0.50 percent ; .

“(8) with respect to wages received during the calendar years 1973, 1974,
and 1975, the rate shall be 0.55 percent; o N

“(4) with réspect to wages received during the calendar years 1976, 1977,
1978, and 1979, the rate shall be 0.60 per¢ent ; Lo ,

' (5) with respect to wages recetved during the calendar years 1980, 1981,
1982, 1988, 1984, 1985, and 1086, the rate shall be 0.70 percent; and g
1(8) with respect to wages recéived after December 31, 1986, the rate
shall be 0.80 percent.” . . ‘ ‘ ‘

(c¢) Section 8111 of the Internal Revenue Code of 1054  (relating to rate of
tax on employers under the Federal Insurance Contributions Act) is amended to
read asfollows: .=~ S L '

“SEC. 8111, RATE OF TAX. o o Co S : K

“(a) OLD-AGE, SURVIVORS, AND DISABILYTY INSURANCE.~In addition to other
taxes, there 18 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 8121 (b) )-— i S ' '

- #(1) with régpect-to wages pald during the calendar years 1068, 1067,
and 1968, the rate shall be 4.0 peréeént,; - - Co R
“(2) with respect to wages paid during the calendar years 1989, 1970,
1971, and 1972, the rate shall be 4.4 percent; and -

‘ #(3) with respect to wages pald after December 31, 1072, the rate shall
be 4.8 percent. ' o ’ ‘ : :
“(b) HosPrTAL INSURANCE.—In additlon to the tax imposed by the preceding
subsection, there is hereby mposed 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 8121(a)) paid by him with respect to employment
(as defined in section 8121(b), but without regard to the provisions of para-

graph (9) thereof insofar as it relates to employees) — . , ‘
(1) with respec¢t to wages pald during the calendar year 1068, the rate
shall be 0.85 pereent ;| . L T
“(2) with respect to wages pald duriag the calendar years 1067, 1968,
1969, 1070, 1071, and 1972, the raté shall be 0.50 pércent; o
#(8) with respect to wages paid during the calendar years 1973, 1974,
and 1975, the rate shall be 0.55 percent; . =~ N A k
‘“(4) with respect to wages pald during the calendar years 1976, 1977,
1978, and 1979, the rate shall be 0,60 pércent; = L
“(5) -with respect t6 wages pald during thé calendar years 1080, 1081,
1982, 1983, 1084, 1085, and 1986, the rate shall be 0,70 percent; ..
.y ,';)(g& ﬁ?m {ggpe.ct, to wages pald after December 81, 108§, the rate shall
e¢080percent.” - ' .0 T
_(d) The amendments made by subsectior '(a) shall ‘apply oniy with'respect
to ‘taxable years, beginning after December 81, 1968. . The amendments made
by subséctions -(b}. gggg(c)_ ‘shall apply only with respect to remuneration paid
’ g S :

after December 8
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REIMBURSEMENT OF TBUBT FUNDS FOR THE COST OF NONOONTBIBUTOBY MILITARY
SBERVICE OREDITS

" lslh:o 322, Section 217(3) ot ‘the Soclal Securlty Act is amended to rea(l as
ollows: ..

“(g) (1) ‘In September 1085, and In’ every fifth September thereafter up to
and including September 2010, the Secretary shall determine the amount which,
{)f p{aidi in equal installments at the beginn!ng of each fiscal year in the perlod

eginning—

“(A) with July 1, 1965, in the case of the first such determination. and

“(B) with the July 1 followlng the determination in the case of all other
such determinations,

and ending with the close of June 80, 2015, would accumulate, with interest com-
pounded annually, to an amount equal té6 the amount needed to place each of the
Trust Funds and the Federgal Hospital Insurance Trust Fund §n the same posi-
tion at the close of June 30, 2015, as he estimates they would othérwise be in at
the close of that date if sectton 210 of this Act as in effect prior to the Social
Security Act Amendments of 1950, and this section, had not been enacted. The
rate of interest to be used in determining suich amount shall be the raté de-
termined under section 201(d) for public-debt obligations which were or could
have been issued for purchase by the Trust Funds in the June preceding the
September in which such determination is made.

“(2) There are authorized to be appropriated to the Trust Funds and the
Federal Hospital Insurance Trust Fuhd—

“(A) for the fiscal year ending June 30, 1 an amount’ equal to the
amount determined mui7 r paragraph (1) in Sep embgr 1065, and -

“(B) for each fiscal year in the period beginning with July 1, 1068, and
ending with the close of June 80, 2015, an amount equal to‘the annual in-
stallment for such fiscal year under the most récééiit ‘detérmination under
paragraph (1) which precedes such fiscal year.

“(8) For the fiscal year ending June 30, 2016, there is authorized to be ap-
propviated to the Trust Funds and the Federnl Hospital Insurance Trust Fund
such sums as the Secretary determines would place the Trust Funds and the
Federal Hospital Insurance Trust Fund in the same position in which they
would have been at the close of June 80, 2015, if section 210 of this Act as in
effect prior to the Soclal Security Act Amend'ments of 1950, and this section,
had not been enacted.

“(4) There are authorlzed ‘to be appropriated to the 'I‘rust Funds and the
Federal Hospital Insurance Trust Fund apnually, as benefits uuder this title
and part A of title XVIII are paid after June 30, 2016, such sums as the Secre-
tary determines to be necessary to meet the additlonal costs, resulting from
subsectlon)s ’(a), (b), and (e), of such benefits (including lump—sum death
payments).’ :

. ADQPTION OF OHILD BY RETIBED WORKER

Sec. 323, (a) Section 202(d) of the Social Security Act is amended——-
(1) by striking out the last sentence in paragraph (1), and
(2) by adding at the end thereof (after the new paragraphs added by
section 806 of this Act) the following new paragraphs: )
“(9) In the case of—
“(A) anindividual entitled to disablllty insurance beneﬂts, or
“(B) an individual entitled to old-age Insurance beneflts who was en-
titled to disability insurance benefits for the month preceding the first month
for which he was entitled to old-age insurance benefits,
clauses (1) and (il1) of paragraph (1)(C) shall not apply tc a child of such
individual unless such chfld—.
“(0) 13 the natural child or stepchild of such individual ( including such
a child who was legally adopted by such individual), or
“(D) was legally adopted by such individual before the end. of the
24-month period beginning with the month after the month in which such
:)m:lvi(liu?} ‘'most recently became entitled ‘to dlsabillty insurance benefits,
ut only if—
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“1) proceedings for such adoption of the child had been instituted by
such individual in or before the month in which began the period of
disability of such individual which still exists at the time of such adop-
tion, or

"(Il) such adopted child was living with such indlviduul in such
raonth,

“(10) In the case of an individual entltled to old-age insurance benefits but
not an individual included under paragraph (9)), .clauses (1), and (iit) of
paragraph (1) (C) shall not apply to a child of such individual unless such
child—

“(A) Is the natural child or stepchild of such fndividual (lncludlug such
a child who was legally adopted by such individual),or
. %(B) was legally adopted by such individual before the end of the 24-
month period beginning .with the month after the month in which such
individual became entitled to old-age insurance benefits, but only if—

“(1) such child had been recejving at least one-half of his support
from such individual for the year before such indiyidual filed his
application for old-age insurance benefits or, if such individual had

a perlod of disabjlity which continued until he had become entitled to
old-age h:;mrnnce benefits, for the year before such perlod of disability

an

“(if) either proceedlngs for such adoption of the child had been insti-
tuted by such individual in or before the month in which the individual
filed his application for old-qge insurance benefits or such adopted child
was living with such individual fn such month.”

(b) The amendments made by subsection (a) of this section shall be applicable
to persons who file applications, or on whose behalf applications are filed, for
benefits under section 202(d) of the Social Security Act on or after the date
this section is enacted. The time Lmit provided by section-202(d) (10) (B) of
such Act as amended by this section for legally adopting a child shall not apply
in the case of any child who 18 adopted before the end ot the 12-month perjod
following the month in which this section is enacted, P

EXTENSION OF PERIOD FOR ¥FILING PROOF OF SUPPORT AND' APPLICATIONS FOR IUM P-BUM
DlA'l‘H PAYMENT )

Szo 824. (a) Sect!on 202(1)) ot the Soclal Securlty Act 13 amended to read
as follows: .

"Extension of Period for Flllng Proof of Support and Appllcatlons for Lump—Sum'
- . Death Payment

“ (p) In any case in which there isa fallure—
T 4(1) to file proot of support under subparagraph (0) of subsection (c)
(1), clause (i) ‘or (it) of subparagraph (D)’ of subsection (f) (1), or sub-
paragraph (B) of subsection (h) (1), or under clause (B) of subsection (f)
(1) of this section as in effect prior to the Soclal Security Act Amendments
of 1950, within the period prescribed by such subparagraph or clause, or
“(2) to file, in the case of a death after 1946, application for a lump-sum
death payment under subsection (i), or under subsection (g) of this section
as in effect prior to the Social S8ecurity Act Amendments-of 1930, within the
period prescribed by such subsection, any such proof or nppllcation. as the
. case may be, which is filed after the expiration of such period shall be
deemed to have been filed within such period if it 18 shown to the satisfac-
tion of the Secretary that there was good cause for failure to file sucb proof
or application within such perlod, The determination of what constitutes
good cause for purposes of this subsection shall be made in accordance wlth
regulations of the Secretary.!” . _
(b) The amendments made by.'this eectlon shall be effecttve with respect to
(1) applications for lump-sum death payments filed in or after the month in
which this Act 18 enacted, and (2) monthly beneﬂts based on appllcatlons filed
in or after such moath.
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TREATMENT OF OERTAIN ROYALTIES FOR RETIREMENT TEST PUBPOBES ,

Sno. 825.°(d).(1) ‘Bubparagraph (B) of section 203 (£) (5) of the Soclal Secu-
rlty Act is amiended toread as follows: -
“(B) For purposes of this section—
" “(1) an individual's net earnings from self-employment for any tax-
able year shall be determined as provided in section 211, except that
paragraphs (1), (4), and (5) of section 211.(¢) shall not apply and the
gross income shall be computed by excludlng the amounts provided by
subparagraph (D), and
“(it). an individual’s net loss from self-employment for any taxable
year i8 the excess of the deductlons (plus his distributive share of loss
described in section 702(a) (9) of the Internal Revenue Code of 1054)
taken into account under clause (i) over thé gross income (plus his
dllstrlbtzli'l)vg share of income g0 deacrlbed) taken into account under
-clause
" (2) Such section 208(£) (5) is further amended by adding at the end thereof
the following new subparagraph : _
“(D) In the caseof an individual— "~ -
“(1) who has attained the age of a5 on or before the last day of the
taxable year, and
“(i1) who shows to the satisfaction of the Secretary that he Is receiv-
ing 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. copyrlght or patent relates was creabed by his own per-
sonal efforts, .
there shall be excluded from gross | income any sueh royamee ” :
" (b) The amendments made by subsection (a) shall apgly with respect to
the computation of net earnings from self-employment the net loss from
self—employment for taxable years: beginnmg after 1064.

AMENDMBN'.I‘B PREBEBVINO RELATIONSHIP BETWEEN BAILBOAD . RETIREMENT AND
OLD-AGE, BURVIVORS, AND DISABILITY INSURANCE BYSTEMS .

Seo, 826. (a) Section 1(q) of the Rallroad Retirement Act of 1937 s amended
by striking out “1961" and inserting in lieu thereof “1965”,

(b) Sectlon 6(1) (9) of such Act is amended by striking out “after 1058 is less
than $4,800” and inserting in Heu thereof the following: “'after 195¢ and before
1966 s less than $4,800, or for any calendar year after 1965 and before 1071 18 less
than $5,600, or for any calendar year after 1970 is less than $6,600”; and by
striking out “and $4,800 for years after 1938”", and inserting in liev thereof the
following: “‘$4,800 for years after 1958 and before 1066, $5,600 for years after
1965 and before 1971, and $6,600 for years after 1070”,

’I‘EOIINIOAL AMENDMENT RELATING TO MERTINGS OF BOARD OF TBUBI’EBB ‘'OF THE
OLD-AGE, SUBVIVORS, AND DISABILITY INSURANOE TRUST FUSDS

SEo. 827. Section 201(¢) of the Soclal Security Act {s ‘amended by striking
out;"slx months” in the fourth sentence and lnsertlng in lieu thereof “calendar
yea

TITLE IV—-—PUBLIG ASSISTANOE AMENDMENTS

INCREABED FEDERAL PAYMENN UNDEB PUBLIO ABSIBTANGE TITLP)S oF THE BOCIAL
BEOUBI'I”Y Am‘

Seg, 401. (a) Section 3(8) (1) of the Soclal Security Act ls amended (1) by
striking out, in 80 much thereof as precedes clause (A), “duriny such quarter”
and inserting in lfeu thereof “during each montk of such quarter’; :(2) by strik-
ing out, in clause (A), “29/85", “any month"”,.and ‘85" and: lnaertlng ‘In leu
thereof “81/87", “such month”, and .*87”, respeotively. and (8) by strlklng out
clauses- (B and {0) and insertinginllen thereof the folloﬂng'

“(B) the larger of the following : 1
“(1) (I) the Federal percentage (as defined in sectlon 1101(a) (8) of

of the amount by which such expenditures exceed the amount which
may be counted under clause (A), not counting so much of such excess
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‘with respect to such months as exceeds the product of $88 muitiplied by
the total number of reciplents of old-age assistance for such month,
plus (II) 15 per centum of thée total expended during stich month as
old-age assistance under the State plan in the form of medical of any
~otheér type of remedigl care, not counting so much 6f such expenditure

'with respéct to such month as exceeds the product of $15 multiplied by-

the total number of reciplents of old-age assistance for such month, or

“(11) (I) the Federal medical percentage (as deflned in section 6(c)

of the amount by which such expenditures exceed the maximum which

may be counted under clause (A), not counting so much of any expendi-

~-tures. with respect to such month as exceeds (a) the product of $52

. multiplied by the total number of such reciplents of old-age assistance

- for such month, or .(b) if smaller, the total expended as old-age assist-

-ance in the form of medical or any other type of remedial care with

. -regpect to such month plus the product of $37 multiplied by such total

- number of such reciplents, plus (II) - the Federal percentage of the

- amount by which the teotal expended during such month as old-age

assistance under the State plan exceeds the amount which ‘may be:

counted under clause (A) and the preceding provisions of this clause

- (B)(i1); not’ counting: s0 much of such excess with respect to such

-month -as’exceeds the product of 38 multipiied by the total number
- of .such -recipients of old-age assistance for. such month;",

(b) Section 1603(a) (1) of such Act is amended (1) by striking out, in so
much thereof as precedes clause (A), “‘during such guarter” and inserting in lieu
thereof “during each month of such quarter”; (2) by striking out, in clause (A),
$20/85", “any month”, and “$38"” and :Inserting in lieu thereof *81/87", ‘‘such
month”, and “$37", respectively ; and (8) by striking out clauses, (B) and (C)
and inserting in lieu thereof the following: - . oo G o

... $(B) thelarger of the following:: - - B T I
R #(1) (I) the Federal percentage (as deflned in section :1101(a) (8))
of the amount by which such expenditures exceed the amount \wwhich-may
‘be counted under clause (A), not counting so much of such excess with
respect to such month as‘exceeds:the product of $38 multiplied by the
total number of recipients of aid to the aged, blind, or disabled for such
month, pltus (II) 16 per centum of the total expended during such month
as aid to the aged, blind, or disabled under the State plan in the form of
--médical or any other type of remedial care, not counting so riruch of such
¢ . expenditure with respect to such month as exceeds the product of $15
. multiplied by the total number of recipients of aid to the aged, blind, or
disabled for such month, or oo ‘
" (11) - (I) . the Federal medical percéntage (as defined in section 6(¢))
of the amount by which such expenditures exceed the maximum which
may be counted under clause (A), not counting so much of any expeudi-
tures with respect to such:-month as exceeds (a) the product of $52
multiplied by -the total number of such recipients of ‘aid to the aged,.
*.blind, or disabled for such month, or (b) if smaller, the total expended
‘as ald to the aged, bling, or disabled in the form of medical;or any other:
type of remedial care with respect .to such month plus the product of:
$37 multiplied by such total number,of such recipients, plus (II)-the
Federal percentage of the amount by which the total expended during
such month as aid to the aged, blind, or disabled under the State plan
- exceeds the amount which may be counted:under clause (A) and the
preceding provislons of this clause (B) (i), not counting so much of
- such excess with respect to such month as exceeds the product of $38
‘multiplied by the total number of such recipients of aid to the aged,
. . blind, ordisabled for such month*. . - - . - . -

(¢) Section 403(a) (1) of such Act is amended (1) by striking out “fourteen-
seventeenths” and “$17” in clause (A) and inserting in lieu thereof ‘dve-sixths"
and “$18", respectively; and (2) by striking out “$30” in clause (B) and inserting
inlieu thereof “$32”, ... ., . L oo e R S

{d) Sectlo 1003(a) (1) of such Act is-amended (1) by striking out, in-clause
(A), “20/83".and “$35” and inserting in leu thereof “31/37” and “$87", respec-
‘t‘l;%’y": and (2) by striking out, in clause (B), “$70” and inserting in lien thereof

[
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- (e) Sectlon 1403(a) (1) of such Act is amended (1) by striking out, in clause
(A), “20/85" and “$35” and inserting fn lleu thereof “31/87” and “$37", re-
:tsgectl\;e‘ltg ‘z;éand (2). by striking out, in clause (B), “$70" and inserting in lieu

€reo i i ' . : TR - IR . . ' .

(f) The amendments made by, this seétion shall apply in the case of ex-
penditures made after December 31, 1963, under a State plan approved under
title I, 1V, X, X1V, or XVI of the Social Security Act, = -

PROTECTIVE PAYMENTS

" Sec. 402, (a) Section 6(a) of thé Social Security Act (as amended by section
221 of this Act) s amended by adding at the end thereof the following new
sentence: “Such’ term also includes payinents which are not included within
the meaning of such term under the préceding sentence, but which would be
50 ‘included except that they are made on behalf of such a- needy Individual
to another individual who (as determined in accordance with standards pre-
scribed by the Secretary) is interested in or concerned with the welfare of
such needy individual, but only with respect to a State whose State plan ap-
proved under section 2 fncludes provision for— - : Lo

1 4(1) determination by the State: agendy that such needy individual
has, by reason of his physical or mental condition, such inability to manage
funds that niaking payments to him would be contrary to ‘his‘welfare
and, therefore, it is necessary to provide such assistance through payments
described in this sentence; : o : o . B

“(2) making such payments only in cases in which such payments

“will, under the rules otherwise applicable under the State plan for - de-

termining néed and the amount of old-age assistance to be paid (and in-
conjunction with other Income and resources), meet all the need .of the:
individuals with respect to whom such payments are made; il e

“(8) undertaking and continuing special efforts to protect the welfare
of such 'individual and to:improve, to the extent possible, his capacity
for self-care and to manage funds; T

“(4) perlodic review by such State agency of the determination under
paragraph (1) to ascertain whéther conditions justifying such determina-
tion still exist, with provision for termination of such payments if they
do not and for seeking judicial appointment of a guardian or other legal
representative, as described In section 1111, if and when it ‘appears that
such action will best serve the interests.of such needy individual; and

(6) opportunity for a fair hearing before the State agency on the
determination referred to in paragraph (1) for any individual with respect
to whom it is made.” _ :

(b) Section 1605(a) of such Act (a3 amended by section 221 of this Act)
is amended by adding at the end thereof (after and below paragraph (2)) the
following new sentence : - : A
“Such term also includes payments which are not included within the meaning
of such term under the preceding sentence, but which would be so included
except that they are made on behalf of such a needy individual to another
individual who (as determined In accordance with standards prescribed by
the Secretary) is interested in or concerned twith the welfare of such needy
individual, but only with respect'to a State whose State plan approved under
section 1602 includes provision for— ‘ o 1

: “(A) determination by the State ugency that such needy individual

has, by reagon of his physical or mental condition, such inability to man-
age funds that making payments to him would be contrary. to his welfare
and, therefore, it is necessary to provids such aid through payments de-
seribed in this sentence; : ' / o :

“(B) making such. payments only in caués in which such payments will,
under the rules otherwise applicable under the State plan for determining
need and the amount of aid to the aged, blind, or disabled to be patd '(and
in conjunction with other income and resources), meet all the need of theé in-
dividuals with respect to whom such payments sre made; . : N

“(C) undertaking and continuing special efforts to protect the welfare
of such Individual and to improve, to the extent pcssible, his capacity for self-
care and to manage funds; ) - S

“(D) 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

¥
i
1
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and for seeking judiclal appointment of a guardian or other legal repré-
sentative, as described in section 1111, if and when it appears that such -
action will best serve the interests of such needy individual; and

“(B) -opportunity for a fair hearing before the State agency on the deter-

iniinauo(lll x;?terred to in clause (A) for any individual with respect to whom

t is made. t o o - . : .

(¢) The amendments made by this section shall apply in the case of expendi-

fures made after December 81, 1985, under a . State plan approved under title
Jor XVI of Lthe Social Security Act. ‘ -

DISREGARDING CERTAIN EARNINGS IN DE’I'ERMINING NEED UNDEBR ABBIS'I;ANCE
oo PROGRAMS FOR THE AGED . : :

S0, 403. (a) Effective January 1, 1066, section 2(a) (10) (A). of the Social
Security Act is amended by striking out *; except that, in making such deter-
mination, of the first $60 per month of earned income the State agency may dis-
regard, after December 81, 1962, not more than the first $10 theéreof plus one-
half of the remainder” and inserting in lieu. thereof the following: “; except
that, in making such determination, of the first $80 per month of earned income
the State agency may disregard not more than the first $20 thereof plus one-
balf of the rémainder”. T T I

(b) Effective January 1, 1966, section 1602(a) (14) of such Act is amended
by striking out “of the first $50 per month of earned income the State agency
may, after December 31, 1962, disregard 1ot more than the first $10 thereof
plus one-half of the remainder” &nd inserting in lieu thereof the following:
“of the first $80 per month of earned income the State agency may disregard

not more than the first $20 thereof plus one-half of the remainder™,

ADMINISTRATIVE AND JUDICIAL REVIEW OF PUBLIC ASSISTANCE DETERMINATIONS
SE0. 404. (a) Title XI of the Social Security Act is amended by adding at the

end thereof the following new section:

_ “ADMINISTRATIVE AND JUDICIAL REVIEW OF CERTAIN ADMINISTRATIVE -
' : DETERMINATIONS . :

“SEo, 1116. (a) (1) Whenever a State plan is submitted to the. Secretary by
a State for approval under title I, 1V, X, XIV, XVI, or XIX, he shal}, not later
than 90 days after the date the plan is submitted to bim, make a ‘determination
as to whether it conforms to the requirements for approval under such, title.
The 90-day perlod provided herefn may be extended by written agreement of
the Secretary and'the affected State. ‘ L o

“(2) Any State dissatisfied with & determination of tlie Secrétary under para-
graph (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 reconslderation of
the i1ssue of whether such plan conforms to the requirements for approval under
such title. Upon receipt of such a petition, the Secretary shall notify the State
of the tiine and place at which a hearing will be held for the purpose of recon-
sldering such issue. Such hearing shall be held not less than 20 days nor more
than 60 days after the date notlce 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 afirm, modify, or reversd his original de-
termination within 60 days of the conclusion of the hearing. ‘ .

“(8) Any State which {s dissatisficd with a final determination made by the
Secretary on such a reconsideration or a final determination of the Secretary
under section 4, 404, 1004, 1404, 1604, or 1004 may, within 60 days after notice
of such determingtion, file with ihe United States court of appeals for the circuit
fn 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 thercupon shall file in the court the record of
the proceedings on which he based his determination as provided in section 2112
of title 28, United States Code, ... .. L : o

“(4) The findings of fact by the SBecrctary, unless substantially contrary to the
weight of the evidence, shall be conclusive; but the court, for good cause shown,
may remand the case to, the Secretary to take further evidence, and the Secre-
tary may thereupon make new or modiiled findings of fact and may modify. his
previous action, and shall certify to the court the transcript and record of the

1
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further .proceedings. Such new or modified findings.of fact shall likewise Le
conclusive unless substantially contrary to the weight of the evidence, -

“(8) 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 sub.
ject to review by the Supreme Court of the United States upon certiorari or certl
fication as provided in sectlon 1254 of title 28, United States Code. :

- %(b) For thé purposes of subsection (a), any amendment of a State plan ap-
proved under title I, 1V, X, XIV, XVI, or XIX may, at the option of the State,
be treated as the submission of a new Stateplan, :+ - ) ‘ .

“(e) Action pursuant to an initial determination of the Secretary described
in subsection (a) or (b) shall not be stayed pending reconslideration, but in the
. event that the Secretary subsequently determines that his initial determination
was_incorrect he shall certify restitution forthwith in a lump sum of any funds
incorrectly withheld or otherwise denled. , )
" ¢(d) Whenever the Secretary determines than any item or class of items on
acconnt of which Federal financlal participation is claimed under title I, IV, X
X1V, XVI, or XIX shall be disallowed for such participation, the State shall
be entitled to and upon request sliall rece{ve a reconsideration of the disallow-
ance,” = | ) NN L

‘(b) The amendment made by subsection (a) shall ‘apply only with respect to
determinations made after December 81, 1965, , : '

"' MAINTENANOE OF STATE PUBLIO ABSISTANCE EXPENDITURES |

Sko. 405, Title XI of the Soclal Security Act is amended by adding at the énd
thereof (after the new section 1116 added by section 404 of this Act) the following
new section: - ' ’ : R
“MAINTENANCE OF STATE EFFORT

“Seo. 1117. (a) The total of the amounts determined under sections 8, 403,
1003, 1403, 1603, and 1603 for any State for any quarter beginning after December
81, 1965, and ending before July 1, 1869, shall be reduced to the extent that—

“(1) the excess of (A) the total of the amounts determined for the
State under sectlons 8, 403, 1008, 1403, 1603, and 1903 for such gquarter over
(B) the total of the amounts determined for the State under sections 8, 403,
1003, 1403, and 1603 for the same quarter of the fiscal year ending June
80, 1068, 1s greater than ‘ o : L .

“*(2) the excess of (A) the total of the expenditures for such quarter

. .(for which the determination is being made) under the plans of the State

apgroved under ‘titles I, IV, X, XIV, XVI, and XIX over (B) the total of

the expenditures under the State plans of the 3tate approved under titles

§. xv.s oxige{év, and XVI for the same quarter of the flscal year ending
. -Junegol, ’ . [ - S
except that, at the option of the State, any of the following may be substituted
(with respect to the quaricrs of any fiscal year) for the amount Jetermined
as provided in paragraph (1) (B)— S ,

“(8) the total of the amounts determined for the State under sections 8,
403, 1003, 1403, and 1603 for the same quarter in the fiscal year ending
Juneso,"fm; or o :

“(4) the average of the totsls detérmined for the State under sections
8, 403, 1008, 1408, and 1603 for each quarter in the fiscal year ending June
80, 1964, or June 80,-1965. o

If the substitution of the total referred to in paragraph (8) is chosen by.the
State, there shall be substituted for the amount determined under clause (B)
of paragraph (2): the total of the expenditures under the plans of the State
approved under the titles I. IV, X, X1V, and XVI for the quarter referred to iit
such paragraph (8). If the substitution of the average for either of the ycars
referred to in paragraph (4) is chosen by thé State, there shall be substituted
for thé amount determined under clause (B). of paragraph (2) the average of
the tofal expenditures undetr the plans of the State approved under titles I, 1V,
X, X1V, and XVI for each quarter in the same fiscal year. . L

“(b) For purpogses of this section, expenditures under the plans of any
State apprdved under titles X, 1V, X, XIV, XV], and XIX and the reduction de-
termined with respect thereto under this section, shall be determined on the
basis of data furnished by the State in the quarterly reports submitted by the
Btate tg the Secreta ‘;‘mrsuant to and in sccordance with the requirements of
the Secretary undet titleé I, 1V, X, XIV, XVI, or XIX! and determinations so
made shall be conclusive for purposes of this sectton.

i ;
;
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_%(e) If a reduction is required under the preceding provisions of this section
in the total of the amounts determined for a State under sections 8, 403, 1003,
1403, 1603, and 1608 for any quarter, the Secretary shall determine which of
such amounts shall be reduced and: the extent thereof in such manner as in
his judgment will- best carry -out the purpose of maintaining State effort
ander }pe Federal-State public assistance programs of the State, and with the .
total of such reductions to be equal to the reduction required under subsections

(a) and (b) of this section.” - - : - . o

DISREGARDING OASDI BENEFIT INCREASE, AND OHILD'S INSURANCE BENEFIT PAYMENTS
BEYOND AGE 18, TO THE EXTENT ATTRIBUTABLE TO BETEOACTIVE EFFEOTIVE DATE

. 8ro. 406, Notwithstanding the provisions of sectiong 2(a) (10), 402(a) (7),
1002(a) (8), 1402(a) (8), and 1602(a) (14) of the Social Security Act, a State
may disregard, in determining need for ajd or assistance under a State plan
approved under title I, IV, X, XIV, or XVI of such Act, any amount paid to
any individual under title II of such Act, for months prior to the month in which
pagiment of such amount is received, to the extent that such payment is attribu.
ta e—'«:\: o L 3 . . T, ‘ : co.

(1) to the increase in monthly insurance benefits under the old-age,
survivors, and disability. insurance system resulting from the enactment
of section 801 of this Act, or . L L

- ..(2) to the payment of child's insurance benefits under such system after
attainment of age 18, in the case of individuals attending school, resulting,
- from the enactment of section 808 of this Act. . .

EXTENSION OF GRACE PERIOD FOR DISREGARDING CERTAIN INCOME FOR STATES WHERE
LEGISLATURE HAB NOT MET IN REGULAR BESSION .

Seo. 407. Notwithstanding the provisions of sectlon 701 of the Economi¢ Oppor-
tunity Act of 1964, no funds to which a State is otherwise entitled under title
I, IV, X, XIV, XVI, or XIX of the Social Security Act for any period before
the first month beginning after the adjournment of a State’s first régular legis-
lative session which adjourns after August 20, 1964 (the date of enactment of
the Economic Opportunity Act of 1964), shall be withheld by reason of any

action taken pursuant to a State statute which prevents such State from com
plying with the requirements of subsection (a) of such section 701, o

TEOHNIOAL, AMENDMENTS TO mumuz PUBLIO ABSISTANCE PROVISIONS WHICH
BECOME OBSOLETE IN 1967

SEo. 408. (a) Except as provided in subsectlon (i) (2), the amendments
made by this section shall become effective July 1, 1067,

(b) (1) The heading of title X of the Soclal Security Act is amended by
striking out “AND MEDICAL ASSISTANCE FOR THE AGED".

(2) The first sentence of section 1 of such Act is amended to read as follows:
“For the purpose (a) of enabling each State, as far as practicable under the
conditions in such State, to furnish financial assistance to aged needy indi-
viduals, and (b) of encouraging each State, as far as practlcable under the
conditions in such State, to furnish rehabilitation and other services to help
such individuals to attain or retain capability for self-care, there is hereby au-
thorized to be up})roprlnted for cach fiscal year a sum sufficient to carry out the
purposes of this title.” o

(8) The second sentence of sectlon 1 of such Act is amended by striking
out *, or for medical assistance for the aged, or for old-age assistance and medical
assistance for the aged"”.

(4) '1"1'1e heading of section 2 of such Act is amended by striking out “anp
MEDICAL", ‘

(5) 8o much of sectlon 2(a) of such Act as precedes paragraph (1) is amended
by striking out *, or for medical assistance for the aged, or for old-age assist-
ance and medical assistance for the aged”, '

(6) Section 2(a)(9) of such Act is amended by striking out “assistance for
or on hehalf of"” and inserting in leu thereof ""assistance to".

(7) Section 2(a) of such Act is further amended by striking out paragraphs
(10) and (11) and insérting in Heu thereof the following: :

#(10) provide that the State agency shall, in determining need, take into
conslderation any other income and resources of an individuatl claiming such
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- .. assiotance, as well as any.expenses réasonably attributable to the. earning
" - of any such income; except that, in making such determination,.of the first
. +'$80 per:month' of earned-income the State ggency may dlsregard not more
:i. -than the first $20 théreof-plus one-half of the remaindery .. v
+ +it0 (11 include.reasonable standards, consistent with the objectives of this
S tlltle; for-determining eligibility for and the extent of assistancé under the
cplamyie i o L, o R N T
“(12) provide a description of the services (if any): which the State agency
makes available to applicants for and reciplents of assistance under the
- - plan to help them attain self-care, including a ‘description of the steps taken
.to: assure, in the. provision. of: such.services, maximum utilization of other
agencles providing similar or related services;”, e i

- (B) Sectton 2(a) of such ‘Act is further amended by redesignating paragraphs
(12) and (13) @s paragraphs (13) and (14), respectively;and— =~ "
7" (A) the paragraph go rédesignated as paragraph (13) is aihended-— - '
T ( A'()” ‘b(yi ‘stiiking out “or in behalf of”" in-the' matter preceding clause

s L »*-an Vv .,' o :-J/‘I :;l»‘ - - n! g
et i (ﬁ)‘ by - stilking ‘out “section” 8(a)(4) (A)(1): and - (i1)" in'"clause
, (03 and inserting in lien thereo/t_‘_,"section 8(a) (3) (A) (1) and ()"}

Can B . ) : ":”“‘ 'A!' “ '

-+t (B) the paragraph ‘so redesignated:as paragraph-'(14) -is amended by
_atriking out “or in behalf of”. , e S
3-(9) ‘Section 2(b) (2) ‘of  such Act is’ amended ‘by striking out “(A) 'in the
casé of applicants for old-age assistance”, and by striking out *, and (B) in the
case of applicants for medical assistance for the aged, excludes any individual

who resides in the State”. ‘ o

(10) Section 2(c) of such Act is repealed. ST A

(11) So much of section 8(a)(1)‘ of such Act as precedes clause (A) is
amended by striking. out “during each month of such guarter” 3nd inserting
in leu théreof “‘dtring such’ quarter”, and bly striking out “(including expendi-
tures for premiuts undér part B of title XVIII for individuals who are reciplents
of money, payments under such plan and other insdrance premfums. for medical
or any other type of remedial cdre or the cost thereof)”., .~ .

(12) Section 3(a) (1) (A) of such Act s aménded by striking out “such mon{h"
where it first'appears and inse?ting in Heu thereof “any moith”, and by striking
gut l"(v’vh!ch‘tota_l number” and all that follows and inserting in lleu thereof

; plus”, ‘ : ' o '

(13) Section 8(a) (1) (B) of such Act {8 amended to read as follows : e

“(B) the Federal percentage (as defined in section 1101(a) (8)) ‘of

the amount by which such expenditures exceed the maximum which

‘may be counted under clause (A), not counting so much of any expendi-

ture with respect to any month as exceeds the product of $75 multiplied

.. by t?ﬁ ’t,otal number of such reciplents of old-age assistance for such
month®. .~ .. . . : . .

(14) Section 8(a ) (2) of such Act s amended to read as follows: -

. ¢(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 old-age assistance under the State plan, not counting so much of any
expenditure with respect to any.month as exceeds $37.50 multiplled by

" the total number of reciplents of old-age assistance for such month;".

(16) Section 3(3;(3;401? such Act is repealed. o .

(18) Section 8(a) (4) of such Act is redesignated as section 8(a) (3)..

(17) Section 8(a) (5) of such Act is redesignated as section 8(a) (4), and as so
redesignated 1s amended by striking out “paragraph (4)" and inserting in lleu
thereof “paragraph (8)". : S N

(18) Section 3(c) of such Act is amended by striking out “paragraph (4)” each
place it appears and inserting in lieu thereo “paragraph (8)", and by striking
out “paragraph (8)" and inserting in lieu thereof ‘‘paragraph (4)". .
~(19) The heading of section 6 of such Act is amended by striking out “Defini-
tions” and inserting in leu thereof “Definition”. = . L

(20) The first sentence of section 6(d) of such Act (as amended by this Act)
is amended— . , .

.§A) by striking out “(a)", . o . .
B) by striking out “, or (if provided in or after the third month before
the month in which the reciplent makes application for assistance) medical

“care in behalf of or any type of remedial care recognized under State law
in behalf of,”’, and
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(C) by striking out “or care in behalf of”’, | I
'(21) Sections 6(b) and 6(c) of such Act are repealed. e

(e) (1) So much of section 403(a) (1) of such Act as precedes clause' (A) is
“amended’ by strlking ‘out “(including expeénditures for premfums-under part B
of title ‘(VIII fox- individuals swho are recipients of money paymenté under such
plan and ? eg snrance premiums for medlcal or any other type of remedlal care
“or the cost thereof)”.

(2) Section 403(9.) (1).(A) of such Act is amended by striking out: clanm
(f) ‘(i), (m&‘ and inserting in Heu théreo? thé following: (i) the number
of indlvld 1a]s’ wi pect to whom siuch ‘aid 18 paid for 'such month plus (ii)
“the’ nnmber of .6th er indivlduais with’ i'espect £6 whom payménts described in
section 406 {8(2) re made in’such’ Hignth dnd_ ricluded as’expenditures for

ses of Aph 6i‘pa1‘agraph (2.’ - CHE
) Section (a '(2) of such'Act {8 amerided by strlking out “(including
expenditures for. insnrance premiums for med'oal or any other type ot remedial
careox‘tﬁécostth ereof)”,

(4) Yo much of 'séétion 406(b)‘ of such Act as precedes “to meet: the needs of
the, relative” where i ﬂrst ap rs 18 amended to read as follows; -

Hap)y ‘The’ term *4{d to fam es with ‘deperident children’ means money pay-
‘ nieats with’ respect a dependent ¢hild or dépendent children, and includes 1)

oney
(5) gaectlon 409 (a) "6t ‘Such Act is ataendéd by striklng ont’ “(other than for
medlcal or any other type of remedial care)’’. '

“(d) (1)’ 8o much of section 1003(a) (1) g8 precedes clause (A) is amended
by stelking out *(ineluding expenditures for ‘premitims, ‘under part B:of title
XVIII for individuals who are recipients of money payments under such plan
and other lnsurance premiums’ for medical or any othet- type of remedial care
(or the cost thereof)

"(2) ' Section 1003(&)'(1) (A) of such Act 18 amended by striklng*ont *(which
total number” and all that follows and inserting in lleu theéreof “} plus”.

(8) :Section 1003(a) ( geot 'stich’ Act is amended by striking’ out “(including
expenditut‘es for insuran prémiums for medlcal or any- other type of remedial
“care or the cost thereof)”, *

" (4) Section‘1008 o’ such Act 18 amended— ‘

(A) by striking out “, or (if provided in or after the third month before
the month in which the reciplerit makes application for ald) medical ecare
"in behalf of or any type ot remedial care recognized under State law in

 behalf of,”, and ‘ .

© " (B) by striklng out “or ¢are i behalf of” ; ‘

" (e) (1) So much of section 1403(a) (1) of such ‘Act as precedes clause (A) is
"amended by striking out *(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 theréof ()

(2) Section 1403(a) (1) (A) of such Act is amended by striking out “(which
total number” and all that follows and inserting in lieu thereof *; plus”.

(8) Séction 1403(a) (2) of such Act is amended by atriking ont “(including
‘expenditures for insirance’ premiums for medical 6r any other type of remedial
care or the cost’ thereof) " o
" (4) Section 1405 of such Act 18 amended—

(A) by st king' out ¢ or (if provided in or after the’ third month before
‘the month in Which the reciplent mmakes application for aid) medical care
in behalf of, or any type of remedlal care recognlzed under State law in
behalf of,", and - L

i ) by striking out “or care'ir behalf of’,

(£) (1) Thé heading for title XVI 6f such Act is amended by ;triking out *, OR
FOR SUCH 'AID AND MEDIQOAL AsSIS'I?ANOE FOR THE AGED”,

(2) The first sentence of section 1601 of such Act {s aménded to read as fol-
‘lows: “For the purpose (a) ot enabling éach State, ds far as practicable under
the conditions in such State, to zurnish financial assistance to needy individuals
who are 65 years of age or over, are blind,.or are 18 years of age or over and
“permanently and totally disabled ‘and (b). of’ encouragin .each State, as far as
‘practicable under the conditions in such State, to furnish rehabilitation and
other services to help such individuals to attain or retain capabliiity for self-
support of self-care, there 18 hereby authorized to be appropriated for each fiscal
year a sum sufficlent to carry out the purposes of this title.”
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(8) The second sentence of section 1601 of such Act is amended by striking
ougd',‘,, or for aid to the aged, blind, or disabled and med{cal assistance for the
ag """‘i"- poocogb oo o -1 O Iy . Ly l‘.’p;“:» Py ‘z“.'f." U} -
(4) The heading for section 1602 of such Act is ameéndéd by striking 'out “, or
FOR SUCH AID AND MEDICAL ASSISTANCE FOR THE AGED", - =~

(8) So miich of section 1602(a) of such Act as precedés pardgraph (1) is
amended by striking out “, or for aid to the aged, blind, or disabled ‘and medical

_assistance for the aged,”, .. .. . . L

" .- (8) Section 1602(a) of such Act i3 further amended by striking out “or assist-

ance” wherever it appears in paragraphs (4), (8), (10), (11), and (18), "
() .Sec,tioni:le,oz(&) (9) :of such Act i3 amended by striking out “ald or assist-
ance to or on behaif 0of” and Inserting in Heu theéreof “aid to”, '~~~ =
(8) Bection 1602(a) of such Act is further aménded by striking out paragraph
(15), and by redesignating paragraphs (16) ,and (17) as paragraphs (1) and
(18), respectively; and— . . .. .~ . . T T
(A) the paragraph so redesignated as paragraphl(;ﬁi,,m amended—
(1) by striking out “or in behalf of” in the matter preceding clause
(

* (0) and Inserting fn leu thereof “section 16

_ ()u) "i;y striking out “section 1608(a) (4) g,z;‘ )(8; and (i1)” in clause
a
and ‘

) (A) (1) and (H)";
. (B) -the paragraph so redesignated as paragraph (16) is amended by
striking out “or in behalfof’. - . . - . .
- (9) The last sentence of section 1602(a) of such Act is amended by striking
out ‘,;or for ald to the aged, blind, or disabled and medical assistance for the
aged)”. .. . .. ., . ‘ ' . ,

(10) Section 1602(b) of such Act is amended— ., N

(A) by striking out “or assistance”, t o o

- (B) by striking out *“(A) in the case of applicants for ald to the aged,
blind, or disabled”, and o y : _

(O) by striking out *, and (B) in the case of applicants for medical assist-

- ance for the aged, excludes any individual who resides in the State”. .

(11) The last sentence of section 1802(b) of such Act is amended by striking
out *“(or for ald to the aged, blind, or disabled and medical assistance for the
aged)"” wherever it appears. - o o

(12) Sectlon 1602(c) of such Act is repealed. L L

(13) So -much of section 1603(a) (1) as precedes clause . (A) is amended by
striking out “during each month of such quarter” and inserting in lleu thereof
“during such quarter”, and by striking out **(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
remedisal care or the cost thereof)". A .

(14) Section 1603(a) (1) (A) of such Act is amended by striking out “such
month” where it first appears and inserting in lleu thereof “any month”, and
by striking out “(which total number” and all that follows and inserting in lieu
thereof *; plus”. . ]

(15) Section 1603(a) (1) {B) of such Act is amended to read as follows:

“(B) the Federal percentage (as defined in sectlon 1101(a) (8)) of
the amount by which such expenditures exceed the maximum which may
be counted under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $76 multiplied by
the total number of recipients of aid to the aged, blind, or disabled for

. sitch month ;”,

(18) Sectfon 1603(a) (2) of such Act is amended to read as {ollows:

“(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
ald to the aged, blind, or disabled under the State plan, not counting so much
of any expenditure with respect to any month as exceeds $37.50 multiplied
by the total number of recipients of aid to the aged, blind, or disabled for
such month ;”.

(17) Section 1603(a) (8) of such Act is repealed.

(18) Section 1603(a) (4) of such Act is redesignated as sectlon 1603(a) (8),
and as so redesignated s amended by striking out ‘“or assistance” wherever it
appears. .
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(19) Section 1603(a)(5) of such Act is redesignated as section 1603(a) (4),:
and as 80 redesignated is amended by striking out “paragraph (4)” and inserting
in Hed thereof “paragraph (8)". S ‘

-(20). Section 1603(b) (8) of such Act is amended by striking out ‘“or assist-
ance"” wherever it appears. : : ' )

(21) Section 1603(c) of such Act is amended by striking out “paragraph (4)"”
wherever it appears and inserting in lieu thereof “paragraph (8)", and by strik-
ing out “paragraph (5)" and inserting in lieu thereof “paragraph (4)". ‘

{(22) The first sentence of section 1605(a) of such Act (as amended by this
Act) 1s amended— :

(A) by striking out “(a)",
. (B) by striking out “, or (if provided in or after the third month before
the month in which the reciplent makes application for aid). medical care
In behalf of or any type of remedial care recognized under State law in
behalf-0f,”, and - = o - ‘
- (O) by striking out “or care in behalf of” each place it appears.

{23) Section 1605(b) of such Act is repealed. j . C , o

(g) (1},8 ction 1802 (a) (20) (C) of such Act is amended by striking out “sec-
tion 8(a (4% (A) (1) and (i) or section 1603(a) (4) (A) (1) and (1i)" and Insert-
i(lﬁ in él?ill t’l'xereof “gection 8(a) (8) (A) (1) and (ii) or section 1603(a) (3) (A)

and . : : : :

(2) Sect,{on_ 1903(a) (8) (A) (1) ‘of such Act is amended by striking out “sec-.
tion 3(a) (4)" and inserting in lieu thereof “section3(a) (8)". .- . .

(h) Section 618 of the Revenue Act of 1951 is amended by striking out * (other
than section 3(a) (8) thereof)” and “(other than section 1603(a) (3) thereof)".

(1) (1) Section 1108 of such Act is amended— _ ‘ s

"~ (A) by striking out *'(other than section 8(a) (8) thereof)” and “(other
than section 1603 (a) (3) thereof)”; . S - . .

(B) by striking out “$9,800,000, of which $625,000 may be used only for
payments certified with respect to section 8(a) (2) (B) or 1603(a) (2) (B)"
and inserting in lieu thereof *$9,800,000" ; ‘

(C) by striking out “$330,000, of which $18,7560 may be used only for pay-
ments certified with respect to sectton 3(a) (2) (B) or 1603(a) (2) (B)"” and
inserting in lieu thereof “$330,000” ; and

(D) by striking out *“$450,000, of which $25,000 may be used only for
payments certified with respect to section-8(a) (2) (B) or 1603(a) (2) (B)”

. and inserting in lieu thereof “$450,000”. . oL

(2) The amendments made by paragraphs (1) (B), (1)(C), and (1)(D)
shall be effective in the case of Puerto Rico, the Virgin Islands, or Guam with
respect to fiscal years beginning on or after the date on which its plan under
title XIX of the Soclal Security Act is approved, or beginning on or after July
1, 1967, whichever is earlier. ‘

(3). Sectlon 1109 of such Act is amended by striking out “2(a) (10) (A)” and
inserting in Heu thereof “2(a) (10)". . , ‘ . '

(k) (1) Section 1112 of such Act is amended by striking out “for the aged”.

(2) Thg heading of section 1112 of such Act is amended by striking out “ror
THE AGED". . : ‘

(1) Section 1115 of such Act is amended by strikiug out “or XVI", “or 1602",
and “or 1603"” and inserting in lieu thereof “XVI, or XIX", *“1602, or 1902",
and 1603, or 1803”, respectively.

Passed the House of Representatives April 8, 1085,
Attest:

» Rarerr R. RoBerTts, Olork.
Senator Lona. We are pleased to have with us for the opening day
hearing as our first witness the distinguished Secretary of Health,
ﬁdﬁc%té’?lsl’ and Welfare, Mr. Anthony J. Celebrezze, testifying on
Mr. Celébrezze, will you proceed however you would like to, If you
want to you can summarize your statement, otherwise you can simply
present the whole statement and we will go from there.
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STATEMENT OF. HON. ANTHONY J. CELEBREZZE, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE; ACCOMPANIED BY WIL-
BUR J. COHEN, ASSISTANT SECRETARY FOR LEGISLATION;
ROBERT M. BALL, COMMISSIONER OF SOCIAL SECURITY; ROBERT
J. MYERS, CHIEF ACTUARY, DIVISION OF THE ACTUARY; AND
CHARLES E. HAWKINS, LEGISLATIVE REFERENCE DIVISION,
WELFARE ADMINISTRATION

Secretary CerLesrezze. Mr. Chairman and distinguished mémbers
of the committee, I have with me Wilbur J. Cohen, the Assistant Sec-
retary in charge of Legislation to my left, Robert ﬁall, Commissioner
of Social Security to my right, immediate right, Robert J. Myers,
Chief Actuary of the Social Security Administration, and Mr. Charles
Hawkins of the Welfare Administration in charge of the Kerr-Mills
prgf'ram to my far left. ) _

Ir. Chairman and members of the committee, I welcome this oppor-
tunity to discuss H.R. 6675, the Social Security Amendments of 1965,
as passed by the House of itepresenta’tives, and to urge the enactment
of the many significant improvements that this bill would make in
the Social Security Act.

The major purposes of H.R. 6675 are to provide protection for the
Nation’s workers and their families against the high cost of health
care in old age, to increase cash benefits under social security and make
other substantial improvements in the old-age, survivors, and dis-
ability insurance program, to provide for more adequate medical and
monetary assistance for the needy, and to improve the health care
of handicapped children.,

No other social security amendments have apFroached the scope
of these proposed amendments. For older people, for widows and
orphans, and for the disabled and their families, the payment of bene-
fits where none are now available would turn despair inte ho;;le.
Every community in cur Nation would share in the good that the
bill would do. .

This proposed legislation will lift from the shoulders of our senior
citizens a hea,vg burden of fear—fear that their lifetime savings will
be wiped out by the heavy costs of major illness or that they will
have to turn to welfare or private charity or sons and daughters for
help in meeting these costs. It is my view that this bill, if enacted,
WilY make the most important contribution to security in old age
since the social security program was enacted 30 years ago. |

It is one of the unfortunate facts of life that in old age, when people
are living on substantially reduced incomes, health costs are much
higher than in you-n%er years. And since, as a general rule, old
people have relatively little in the way of resources that can be readily
converted into cash and little or no possibility of gaining new income
or assets, many find that their high health costs are too much for them,
The years of security and independence that they had hoped for and
planned for are spent in a losing battle against dependency.

Despite commendable efforts by the private insurance industry, the
voluntary health insurance effort has not proved adaptable to the
almost universal need of the aged for adequate health insurance; few
of the aged can afford to pay the premiums which older people must
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be charged for broad health insurance protection. Nor does the solu-
tion to the problem lie in public assistance. :

Though necessary and desirable, public assistance is not acceptable
as the first line of defense against insecurity, whether that insecurity is
caused by high health costs or other factors. Unlike social insurance,
the public assistance Y_Iogram—even though strengthened and im-
proved as proposed in H.R. 6675—cannot prevent dependency; it can
only provide for relief after the dependency has occurred. A key to
the solution of the problem lies in the approach taken by our well-estab-
lished contributory social security program. :

I would like to emphasize, though, that the health benefit provisions
in the bill are built around the idea of using the several resources that
can contribute the most, each in its own way, to fortifying ourselves
against the insecurity that stems from illness in old age. :

A system financed by earmarked employee, employer, and self-em-
ployed contributions would serve as the foundation. It would assure
that practically everybody has basic hospital insurance in old age.
Only such a system can provide this assurance. Under this:method,
people can contribute during their productive years toward the hos-
pital insurance that they will need in later years when their incomes
will generally be reduced. After they retire, they need make no
further contributions.

The bill would also make provision for those relatively few people
who are already in advanced years and not eligible for social security
benefits. These people would be afforded the same hospital insurance
protection, but it would be paid for out of general revenues. ;

The proposed hospital insurance protection would serve as a base
on which the aged could build supplementary health insurance in
much the same way as social security cash benefits now serve as a base
on which the individual is encouraged to build additional retirement
income through private pension plans, individual savings, private in-
surance, and other programs, both public and private.

As a matter of fact, I mi%ht say that since the enactment of the
social security legislation in 1935, private pension arrangements have
increased to such an extent that social security now works in partner-
sh(ilp with some 34,000 private pension and profit-sharing plans-in
industry,

A supplementary health insurance program for the aged is one of
the important features of H.R. 6675. After a deductible of $50 per
year this program would cover 80 percent of the cost of physicians’
services and certain other health and medical services that are not
covered under the hospital insurance prog,;mm. The supplementary
protection would be provided through a plan of voluntary insurance
that would be open to all older people who choose to enroll and pay
the required premiums. It would be financed, in equal shares, by the
older persons who elect to participate and by their Government through
general revenues. And it would be administered through private car-
}-iielris, thus bringing into play their experience in the medical insurance

eld.

Such a supplementary plan would meet an important need. It would
also meet a major objection raised against past health insurance pro-
posals in that it would assure that protection against the costs of phy-
sicinng’ services as well as protection against the cost of hospital and
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related care would be available to virtually all older Americans,

While the proposed programs of basic and supplementary pro.
tection would, in combination, provide relativsly complete coverage,
there still would be ample opportunity for continuing growth of the
private effort in the health insurance field since the 90 percent of the
population who are under 65 would not be affected by the proposed
programs. :

The third resource that the bill would bring into play in solving
the problems caused by high health costs in old age is public assistance.
The bill would make a numbsr of improvements in the assistance
provisions Wwhich, together with the two health insurance plans, would
enable the medical assistance program to be more effective in the role
most appropriate for it—that 1s, it would enable the medical assistance
effort to be focused more successfully on the relatively small number
of the aged whose nursing home needs or other circumstances are
such that they will be unable to meet their health costs through a
combination of social and private insurance and individual savings.

Mr. Chairman, I would like next to outline the major features of
the twohealth insurance plans.

BASIC HEALTH INSURANCE PLAN

The basic plan—which follows the social security approach—is,
with certain exceptions, essentially the same as the hospital insurance
program passed last year by the Senate. '

Beginning in July 1966, hospital insurance protection would be
provided as a part of the socinl security system but with separate
contributions and a separate trust fund. §t would apply to all people
who are aged 65 and over and entitled to monthly benefits under the
social ‘security grogmm or the railroad retirement program.

As I indicated earlier, the same protection would also be provided
for practically all people who are now nearing or past age 65 and who
are not eligible under one of these programs, but the cost would be
borne by the Federal Government out of general revenues.

The basic plan would cover up to 60 days of hospital care less
a deductible amount that would be $40 at the beginning of the pro-

m; up to 100 days of posthospital care in a qualified skilled-nursing

ome or other extended-care facility ; up to 100 home health-care visits
to a homebound patient following discharge from a hospital or ex-
tended-care facilit]y; and hospital outpatient diagnostic services sub-
ject to a deductible amount equal to one-half the deductible for in-
patient hospital benefits, or $20 at the beginning of the program.

The provision of these four types of benefits would enable the aged
beneficiary to have the kinds of services and levels of care most ap-
Eropriate to his needs. The benefits other than those for inpatient

ospital care are essentially less expensive alternatives to inpatient
hospital care and are included for this reason.

y providing insurance protection against thesc various other health
costs, the bill would promote the most efficient and economical use of
existing health-care facilities and reinforce the efforts of the health
professions to reserve hospital beds for acute illnesses requiring the
intensive treatment that can be provided only in a hospital.
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The coverage of services in an extended-care facility would pa
for the cost of followup convalescent and rehabilitation services whic
are often required after hospitalization. The extended-care provi-
sion, however, would not permit payment for services of a purely
custodial nature. :

: éAt this point, Senator Byrd (clinirman) is presiding.)
. Secretary CrerLeerezze (continuing). The provision in the bill
assed by the Senate last year which required the extended-care
?acility-—the skilled-nursing home—to be affiliated with a hospital in
order to participate in the program has been removed. In its placeisa
provision under which the extended-care facility would be required
to have an arrangement with a participating hospital for the timely
transfer of patients and an interchange of medical information between
thetwo institutions. S . :

The transfer agreement would help assure that the proper level of
care is provided as the patient’s condition and health needs change
but, at the same time, would be much easier to meet than the prior
affiliation requirement. ,

Under the provisions for basic insurance against the cost of care in
hospitals and extended-care facilities, thé payment would be made on
the basis of the reasonable cost of the covered services furnished.  The
reimbursement of hospitals by third parties on a reasonable cost basis
has been the subject of extended and painstaking consideration for
more than a decade, and principles governing such reimbursement
have been developed which have been widely used and which have
met with a large measure of acceptance. '

The bill contemplates that full advantage would be taken of the
experience of private agencies and that payment to hospitals will be
fair to the institutions, to the contributors to the hospital insurance
trust fund, and to the hospitals’ other patients.

The hospital insurance program would be fully financed through
contributions of émployees, employers, and the self-employed plus the
goneral revenué contributions for aged persons not insured under social
security or railroad retirement. These contributions would be similar
to the present social security contributions. However, they would be
levied undet a separate provision of the Internal Revenue Code.

Also, while the present social security contribution rate applicable
to the self-employed is higher than that for the employee or the em-
¥]oyer, the hospital insurance contribution rate would be the same
or the self-employed as for the employee and eml;))loyer. The pro-
ceeds of this new earmarked contribution would
newly established hospital insurance trust fund.

The financing of the basic plan is based on very conservative cost
estimates. The cost estimates used by the House committee assume,
for example, that earnings will continue to rise over the 25-year period
as they have in the past but that the annual limitation on taxable
earnings will not be increased beyond the $6,600 level provided for
in the bill for 1971 and thereafter. Thus, even if the contribution base
should not be adjusted after 1971, the hospital insurance provisions
would be amply financed.

If the contribution base in increased after 1971, the rates in the
contribution schedule conld be revised downward. In fact, keeping
all other assumptions the same, if the contribution base is kept up

e deposited in a
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to.date with the general earnings level, the hospital insurance contri-
bution rate for employees, eniployers, and the self-employed could be
held:at 0.55 percent of taxable 'anroll' instead of being scheduled to
rise, agin the bill, to 0.80 percentby1987.. - -~ . - - - .

H.R. 6675 adds to the provisions of S. 1 the ayment for the:cost
of services in qualified tuberculosis hospitals and in Christian Science
" ganatoria. ' Another significant change from S. 1 adopted in HiR.
6675—and one with which; as T will explain shortly, 1 cannot con-
cur—is thé transfer of the coverage of services of certain medical
S]l)ecialists froin the hospital insurance plan to the supplementary
P . SUPPLEMENTARY HEALTH INSURANCE PLAN

The supplementa? health insurance plan embodied in H:R. 6675
would be one providing .voluntary medical. insurance that would be
administered through private carriers and would be available to
virtually all older people ‘who wish to enroll and pay the required
premiums, o ‘

The major emphasis of the supplementary plan is on protection
against the cost of physicians’ services both in and outside the hos-
pital. In addition payment would be made toward the costs of in-
patient care irlzé)sychiatric hospitals, of home health visits in addition
to those covered under the basic plan, of radiation and otlier medical
therapy, of diagnostic tests, of ambulance services, and of other speci-
fied health care items and services. C i N

Beginning July 1966 the beneﬁcizu%y would pay the first $50 of
expenses he incurs each calendar year for services of the type covered
under the.plan and 20.percent of the balance; the supplementary plan
would pay the remaini §80 percent. . = . : | e

The vast majority of aged people would }(,) their contributions

toward .the program by having $3 per month,-beginning July 1966,
deducted’' from their social'securi'tiy and railroad retirement benefits.
This premium rate would be in effect until 1968; thereafter, the rate
would be:subject to biennial adjustment, based on experience.
- The minimum increase that the bill would make in: cash social
security benefits—$4 for a retired Pers‘on aged 05 or over and $6 for
a couple aged 65 or over—would fully cover the monthly premiums
that an aged person would pay for the supplementary %an. These
payments would be matched by equal payments from Federal gen-
eral revenues,

A part of these general revenue expenditures would be recouped
by modifying the income tax provisions that apply to medical ex-
penses of the aged. Under the bill, aged people could deduct only
medical expenses in excess of 3 percent of income and drug expenses
in excess of 1 percent of income for income tax purposes. Of course,
only aged persons whose incomes are high enough so that they must
pay income taxes would pay additional taxes under this provision
of the bill. '

A%ed recipients of cash public assistance payments who are not
entitled to social security benefits could be enrolled in the supple-
mentary plan by the Eublic assistance agency. The State would
pay contributions on behalf of the recipients out of its State-Féederal
assistance funds, and these payments would be matched by Federal
contributions, as in the case of other enrollees.
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Various protections against adverse selection are included in the
enrollment provisions of -thia program. For ‘example, provision ‘is
made for a waiting period before a newly enrolled person could be-
come eligible for payments so that it:would not be possible for him
to delay enrollment until expensive héalth services were 'required.

. We'anticipate that'a very high percentage of the aged would
enroll because of the general revenue subsidy of 60 percent makes
participation in the program very advantageous. -~~~ -’

“ 'We anticipate that between 80 to 90 percént ‘of the aged of 65 and
‘over will enroll under this voluntary plan. © = - D '

' ‘Now, as under the basic:plan, payments for covered services pro-
vided by hospitals, extended caré facilities, and home health agen-
oies would-be ‘based on reasonable costs and would be made to the
provider of services. In the:case of all other covered services—
physiciang’ services, for example—benéfits would be based ‘on rea-
sonable charges and: would be paid to- thie beneficiary or, alterna-
tively, under certain circumstances, could be assigned to the dphySi'cian
or other person or orgariization which fiirnished the covered services.

In deciding whether a charge for a covered -item is reasonable,
the carriers responsible for administration of the payment provi-
sions of the sugplementary lan ‘would consider the customary
charges of the physician and the prevailing charges in the commu-
nity for the'services furnished. The carriers would make payment
on the' basis of charges which are no higher than the charges used
for reimbutsement on behalf of their own policyholders, -

" If the benefits aré assigned to the physician or organization that
rendered thé services, the reasonable charge for the services ren-
dered would have to be accepted by the physician or organization as
payinent in' full for those services; in other cases, reimbursement
‘would be made on the basis of receipted bills, -

©" ' ADMINISTRATION OF THE TWO HEALTH INSURANCE PLANS

- Overall: responsibility for administration of the basic and supple-
mentary plans would rest with the Secretary of Health, Education, and
Welfare. The bill provides for the establishment of two advisory
groups made up of experts from outside the Government: one to
advise the Secretary on general policy matters in the administration
of the heatlh insurance programs and the other to study and report on
utilization of hospital and of other medical care and services.
‘-The Secretary would also be required to consult with appropriate
State agencies, national and State associations of provider of serv-
ices, and recognized national acerediting bodies. _
State governments license health facilities, and State public health
authorities generally inspect these facilities to detormine whether they
are conforming with the requirements of the State licensing law.
The proposal would put this experience to use by giving State agen-
cies important duties in assisting the Federal Government in deter-
mining which groviders of health services meet the appropriate defini-
tions and also by furnishing consultation to hospitals: and other facili-
ties that wish to participate in the pro%ram. s
Private organizations would also play an important role in the ad-
ministration of both the basic and supplementary plans. Under the
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basic plan, groups of hospitals, or associations of hospitals on behalf of
their members, could nominate an organization to act as a fiscal inter-
mediary between providers and the Federal Government.

‘Similarly, other providers of services, such as extended-care facili-
ties, could have fiscal intermediaries. This arrangement would per-
mit the same organizations that now reimburse hospitals and other

roviders of health services to perform a similar function under the
r0spital insurance program. o

As I indicated earlier, the services covered under the supplementary
plan are primarily those provided by physicians. The bill requires
the Secretary of Health, Education, and Welfare to the extent possible
to contract with health insurance carriers for the performance of func-
tions related to such coverage-—for example, determining the amounts
to be paid for physicians’ services and making the payments,

The Secretary would enter into such a contract with a carrier onl
if he finds that the carrier can carry out the required functions effi-
ciently. The Secretary would contract with a sufficient number of
carriers, selected on a regional or other geographical basis, to permit
a comparative analysis of their performance.

ANCILLARY HOSPITAL SERVICES

Mr. Chairman, it would be a mistake, in my opinion, to exclude
from coverage under the basic hospital insurance plan, as H.R. 6675
does, the services furnished hospital patients under arrangements with
the hospital, by medical specialists in the fields of radiology, anesthe-
siology, pathology, and physicial medicine. These services should
be covered under the basic hospital insurance plan subject to the con-
ditions set forth in the Senate-passed bill of last year and in the bill
introduced in this Congress by the distinguished senior Senator from
New Mexico. i

Our primary concern is that medical services furnished to hospital
patients in these fields be covered under this bill in a way that is in
accord with the practices that hospitals and the health professions
have developed over the years. _

Thus, we believe that the services in question shonld be covered as
part of the hospital benefit if the specialist-hospital arrangement calls
for the bill to be paid throu%h the hospital.

Conversely, we believe that, where the arrangements are that the
srecia]ist is not paid by or through the hospital, reimbursement for
the specialist’s services should be made under the supplementary plan.

The specialists in these ficlds work in hospitals under various kinds
of arrangements. Somse work as hospital employees and are paid a
salary, while others receive agreed ulpon Spercentages of the hospital’s
receipts for the services they furnish. Some of these specialists bill
their patients directly.

The approach we suggest would follow whatever practices now
oxist or whatever practices may be arranged in the future in this field.
On the other hand, the provisions in H.R. 6675 which exclude the
hospital-related services of these specialists from coverage under the
basic hospital insurance provisions would require substantial changes
in the way these services are now paid for.
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The billing for the nonphysician components of the affected hospital
department would have to be entirely separate from the billing for
the physician services in the Department. There are very few hospi-
tals in the country that operate today on such a basis in the fields of
¥athology and radioloiy. Nor is there a health insurance plan, so

ar as we are aware, which requires the separation of the services of
these specialists from the services provided by the hospital generally
irresptla_ctive of the arrangements agreed upon by the hospital and the
specialists.

We urge, therefore, Mr, Chairman, that the bill be modified to re-
store the provisions for covering thess services made in last year’s
Senate bill and Senator Anderson’s bill of this year. We will also have
some clarifying and technical changes in the bill we would like to
bring to the committee’s attention at a later point.

CHANGES IN OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

In addition to the very important insurance proposals for protecting
older people against high health costs, many other important changes
in the social security grogram are included in the bill. These changes
would modernize and improve the program of cash benefits under
socinl security to take account of changes in economic and other con-
ditions that have taken place over the last several years and to fill
gaps in the protection of the program.

he bill provides a 7-percent across-the-board increase in benefit
with a minimum increase of $4 guaranteed for retired workers age
65 and over and for disabled workers. The last general benefit in-
crease was enacted in 1958 and the 7-percent increase takes into ac-
count the increases in prices since that time.

Monthly benefits for workers now on the rolls who retired at or
after age 65 would range from $44 per month at the minimum to
$185.90 at the maximum, as compared to $40 to $127 per month under
present law. The initial increase in the contribution and benefit base
provided by the bill—the increase to $5,600 a year—would make pos-
sible a maximum benefit of $149.90 per month for those who continue
to work and pay on the higher amount.

Under the second-step increase in the contribution and benefit base
thta the bill would make—the increase to $6,600 & year—a maximum
benefit of $167.90 per month would be possibie after the new earnings
base has been in effect for some time.

The bill uses the same method for computing maximum family
benefits that was used in last year’s bill. Specifically, the bill provides
a different family maximum amount at every average monthly earn-
ings bracket in the benefit table. ;

The maximum, for families now on the rolls, is raised from $254
{:or month to $286.80 per month. In the future, the maximum family

cnefit payable per month would be $312 under the $5,600 contribution’
and benefit base and $368 per month under the $6,600 contribution and
benefit base.

The 7-percent benefit increase would be retroactive to January 1965,
As this committec stated last August in its report on H.R. 11865, a
general increase in social security benefits was needed at that time.
H.R. 11865, as passed by both Houses last. year, provided for increased

47-140—65—pt. 1——8
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social security benefits that would have been effective at about the be-

inning of 1965 if the bill had been-enacted: Paying the increased
genaﬁts retroactively to January, then,'would put beneficiaries in the
same position they would have been‘_i‘nﬁif H.R. 11865 had been enacted.

With passage of the bill, some 20 million people will be immediately
‘eligible for increased benefits under this provision. An estimated $1.2
billion in additional cash benefits would be paid in 1965, and $1.4 bil-
lion in 1966, as a result of the benefit increase.: - = - -

The proposed increase in the contribution and benefit base'to $5,600
ig scheduled for 1966, and the increase to $6,600 is scheduled for 1971,
This increase in .the base is very much needed. It has not been ‘in-
creased since 1958, and peériodic adjustment of tlie' base as earnin
rise is of fundamental importance not only to the preservation of the
wage-related character of social security benefits but also to the main-
tenance of a broad financial base for the program.

Another important change that H.R. 6675 would' make in-social
security cash benefits is provision for the Fay_r_nent of child’s insurance
‘benefits to children between the ages of 18 and 22 who are attending
school. Last year both the House and Senate passed a similar' pro-
vision. SN R

The provision for children reflects the fact that we cah no loitger
assume that a child has finished his education and is ready for self-
support when he was attained age 18. Like the provision for the
geneml increase in benefits, it would be retronctive, with the first
benefits payable for January 1965, About 295,000. children would be
.eligible for benefits for a tﬂ)ical scliool month ‘in'1965; in 1966 about
$195 million in benefits would be paid.” =~ . " ‘ o
- The disability insurance protection provided under social security
would also be improved. The bill would remove the requirement that
‘to be eligible for benefits a worker’s disability must be expected to re-
‘sult in death or to be of long-continuéd and indefinite’ duration.

The effect of this change would bé'té make disability benefits avail-
‘able to insured workers without ret}hii‘iﬁg';thb.t it be found that they
cannot be expected to recover in'thie foréseeable future. This provision
g the lines of most private long-term disability insurance

sei

is alon
provisions, , | . . - ,

Another chan%? in the disability insurance provisions would enable
the disabled worker, and those who are dependent on him, to become
eligible for benefits after 6 months rather than after 7 months as is
;;;'ovided in present law. It is estimated that about 155,000 people—
disabled workers and their dependents—would become immediately
eligible for benefits, with $105 million in benefits payable in 1966 be-
cause of the changes. .. :

The bill also provides for covering employees’ tips that are $20 or
more in & month as wages under social se'curx%. This provision is the
same as the one that was in the bill considered by your committee last
year, except that it includes provisions for income tax withholding on
tips.

Failure to credit tips toward benefits constitutes one of the few re-
maining significnnt gaps in social security coverage. Tip incoms is
estimated to represent, on the average, more than one-third of the work
income of regularly tipped employees; in many cases, of course, tips
represent a much larger part, or even all, of the employee’s income.
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_. The amount of tips received by employees who regularly receive tips
is estimated at more than $1 billion a year. Coverage of tips would
provide bettor protection under the social security program for more
than a million employees and their dependents. A

- A waiter, for example, who receives $36-a week in wages and $55 a
week in tips—a not unusual situation—would, under present law; re-
ceive a monthly retirement benefit, beginninﬁeat age 65, of $74. T4 his
tips were covered, his benefit amount would be $125 per month.

The responsibiiity is put on the employee to report his tips to his
eniployer. 'If he fails to'dé so within 10 days after the closé of the
month in' which the tips até paid, the employer ‘is relieved of all
liability. 'The éemployee is then responsible for paying the émploysr’s
contribution as well ashisown. - o - ' )

Tips would be covered also for income tax withholding purposes, so
that tipped employees would pay their iicombe taxes on tips on'a pay-as-
you-go basis. Under present law, employees who receive tips pay
the income tax due on their tips on an estimate quarterly basis or'in a
lump sum at the end of the taxable iear in which'the'tips were received.
" The provision for'inébme tax withholding on tips woulld make it more
convenient and easier for them to pay their in¢ofie taxes and, of course,
would improve the collection of income taxes. . LT
- Another important provision of the bill would extend éovernge
to- the self-employment ‘earnings of ph¥siéians. Self-employed doc-
tors of medicine—the only group of significant sizé whose self-employ-
ment income is excluded from coverage under social security—would
be covered under the program on the same basis as other professional
‘s‘g]f;emdplt)yéd groups. . L , S _

"' In addition, the bill increases the proportion of gross income which
may be reported by low-income farmers in place of net income and
also makes it possible for the Amish to elect not to be covered by. the
program. Cértain other minor changes in the present coverage pro-
visiohsareincluded. a oo

The bill also provides benefits for certain aged people who have
had some social security coverage but not enough to qualify for bene-
fits under presént law, and for certain aged divorced women who
were married for many years prior to being divorced. In sddition,
benefits are provided for widows at age 60, payable in'reduced amounts
s0 as not to increase the cost of the program. .

The bill also liberalizes the retirement provision in present law
under which there is a $1 reduction in benefits for each $2 of earnings
above $1,200 and up to $1,700 to growde for a $1-for-$2 reduction
for earnings between $1,200 and $2,400. Benefits would continue to
be reduced by $1 for every $1 of earnings above $2,400, as they are
how on eaminigs above $1,700, : .

Still other changes included in the bill are: ;

A provision for automatically recomputing benefits to take
account of earnings that a beneficiary may have after he comes
on the rolls and that would increase his benefit amount;

A provision permitting an unlimited time for filing proof of
support for husband’s, widower’s, and parent’s insurance benefits
and applications for iump-sum death payments where there is

ood cause for failure to file these documents within the initial
g—year period provided under the existing law; and
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A provision allowing a person to become entitled to disability
benefits after he has become entitled to monthly benefits-that are
-paid on the basis of hisage. . ) :
The bill also tightens up the provisions. governing the payment of
child’s benefits to a child adopted by & retired worker in order to pro-
vide safeguards against possible abuse. '

S8OCIAL SECURITY AND HEALTH INSURANOE FINANCING

_ Obviously the proposed hospital insurance provisions for the aged

and the significant improvements that would be made in social security - -

cash banefits would add to program costs, The bill faces up squarely
to tltle need for providing sufficient funds to pay for these improve-
ments. .

It pruvides sufficient income to pay all the costs of the changes pro-
posed in the present social security program as well as the costs of
the proposed hospital insurance program., : :
~ Each of the two existing social security trust funds and the pro-
posed new hospital insurance trust fund would be assured not only
of adequate short-range income but also of long-range financial
soundness. - L |

In arriving at the social security contribution schedules included in
the bill, particular attention was given to the effect of social security
contributions on the individual taxpayer and the economy as a whole.
The bill provides a more gradual attainment of the full rates needed
to support the cash benefits than does the present law.

Under gresent law the rates for employees and em%loyers would

o to 4.125 percent in 1966 and 4.625 percent in 1968. Under the bill
at is before you, the rates that employees and employers would pay
under the cash social security program would not exceed 4 percent
until 1969. Moreover, they would not exceed the rates now scheduled
“or 1968 until the ultimate rate scheduled under the bill—4.8 percent-—
Joes into effect in 1973. T e

The rates for the self-employed would be held at 8 percent until
1969 and would not exceed the 6.9-percent rate now scheduled for
1968 until the ultimate rate scheduled under the bill—7 percent—
goes into effect in 1973, C T

The separate contribution to finance the new hospital insurance
&‘rogram would also be put into effect under a graduated schedule.

he rates are scheduled to begin in 1966 at 0.88 percent each for em-
gloyees, their employers, and self-employed people and to rise in

ve stepsto 0.80 percent eachin1987, =~ .~ ‘

On_the basis of conservative assumEtions,; the contribution rate
would provide adequate income to the hospital insurance trust fund
over the entire 25-year period for which estimates were made.

The contribution rates in the bill have been set.so as to avoid
undesirably and unnecessarily large trust fund accumulations in the
near future. Under the bill the social security trust funds would
of course increase—that is, income would generally exceed outgo—
but the contribution rates are designed to avoid the large increases
in the trust funds in the next few years that would have occurred
under present law.
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Under present law, the law we are now operating under, the com-
bined assets of the old-age and survivors insurance and the disability
insurance trust funds would grow from $21.2 billion at the end of
1964 to $32.8 billion by the end of 1989.

Under the bill that is before this committee, the combined assets
of the three trust funds supported by payroll contributions—of the
two existing funds and the new hospital insurance trust fund—would

row, -but only to $28.5- billion by the end of 1969 instead of the
%32.8 billion under existing law. )

The cost of the voluntary supplementary health insurance pro-
gram would, of course, be met by contributions made by the partici-
pants and the Government. | ‘

It would be financed through a separate trust fund but, unlike
the other parts of the program, it would be financed on a short-
m%%‘e basis, with the contributions adjusted to the cost.

16 contribution rate, under the bill before you, would not and
gould‘not under the bill be changed more often than once every

ears,
1e regular social security contribution rates scheduled under the
bill provide more favorable treatment for the self-employed than
previous schedules, which set the tax rate for the self-employed at
about 114 times the employee rate.

Under the bill, the final self-employed rate for the cash benefits
would be somewhat less than 23/2 times the final employee rate, and,
as I said before, self-employed people would pay for hospital in-
surance at the same rate as employees and employers.

GHILb HEALTH AND MEDICAL ASSISTANCE

The child heelth and medical assistance provisions of the bill
would carry out recommendations that President Johnson made in
his health message. These provisions are also included in S. 970,
the Child Health and Medical Assistance Act of 1965, introduced
by Senator Ribicoff and pending before your Committee. ,

~Under these provisions a new title of the Social Security Act
would be established under which all vendor payments for health
care—such as payments to hospitals, doctors, druggists, nursing
homes—in behalf of public assistance recipients would be made.

States could include under the title all the recipients of money par
ments for old-age assistance, aid to the blind, aid to the permanent
and totally disabled, and aid to families with dependent children.
They could also include medically needy persons who would qualify
for these programs if their income and resources were so small that
they needed payments for basic maintenance costs—food, clothing,
shelter, etc. : _ o

The medically needy group could include not only the present tecip-
ients of medical assistance for the aged but comparable groups of
persons under 65 who are blind, disabled, or dependent children and
relatives. The title thus represents a substantial broadening of the
existing Kerr-Mills law. : -

The greatest number of new potential beneficiaries under the ex-
panded benefits would be the 82 riillion dependent children now
receiving financial aid and any other children from broken families
who need help if their medical needs ara to be met.
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- 'When these programs dre l}?lac,ed-,under. a 'sin%le’ new title, States
would reaive increased matching .on a uniform basis for all- groups;
Increases ¢ least ns large as.those. contemplatedey the “eldercare”
bill would be available to all States and would apply not only-to aid
provided in the form of insurance {)remiums but to all medical costs.
. ‘Under.the new. title; comparable eligibility. requirements would
&gf)ly to'all groups and_cpmparable me 1cal: benefits would :be aveil-
able to each of them. . With States. relieved of much of:their existing
cost of hospital care for the aged through the. health insurance pro-
visions of the bill; sufficient Sgtate.funds, would -become available in
many States together: with matchinﬁf Federal funds to prov1d9,81%-
giﬁpant health care programs for all needy persons on an equitable
asis. . : R T T A
.. By July 1, 1967, &' minimum program would. be required to include
at least some inpatient hospital services, outpatient hospital services
laboratory: and X-ray services, skilled nursing-home. services, :an
physicians’ services regardless of..where .they are.provided.. gétates
could at their option include a broad range of additional services.
«. The program could be adopted by the States as early as January 1,
1966, and would be the only:.basis on which yvendor payments for

medical care could be made after June 80,1967.: -~ . ... . . .
Costs on a full-year basis are estimated.at about, $200. million, ,with
gé(}(l)glégllion being the estimated cost.in thd, fiscal year ending June
1 ) %e, in the child health pro-.
grams. The amount authorized ,to,bﬂ(fgpr, priated for maternal and
child health services would be increased by $5 million in the fiscal year
ending June 80, 1966, and by $10 million in each subsequent fiscal year.
The same increases in authorizations would be made for the pro-
gram of ‘cn('ipﬁled children’s services. In éach of ;these programs,
tates would have to show progressive expansion of the availability
of services with the objective of making them available to ‘¢hildren
inall partsof a State by 1975, - PR S
Provision would be made for a separate authorization beginnin
in 1987 for the training of professional health. (;)érsonnel to deal wit
crippled children, Smrmcular]y' mentally retarded children and chil-
dren.with multiple handicaps. Such training is closely related to-the
development of university-based mental retardation centers authorized
byﬂlecongreSSin].gGs- A ' TERTEE 'f-;j.’_;":,“-‘ R <
- A new authorization for project grants to establish comprehensive
healt}:l é%rojects for children of school and preschool age ould be
provi . i - Sl E‘,f,.__-'. St
. These health projects would be in areas with concentrations of low- .
Income families, and, while all children in such an area might receive
screening, preventive, or diagnostic services, only those children who
would not otherwise receive such ¢are would be eligible for treatment,
correction of defects, and aftercare, < . -, . o
. In addition, grants of $2.75 million per year.for 2 years would be |
authorized to assist States in following up and beginning to imple:
ment the comprehensivé mental retardation slans'th’at they have been
tligggl_opmg under grants niade available under legislation -enacted in

In addition, improvements would be ma

’
. ¢ .

o o
EAEEE I R AR ST )
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:Other medical: a&slstanoe changes in the bill :were also included iin
H.R. 11885 a8 it passed the Senate last year and were contained i in bz:
1 introduced this year by Senator Anderson and others.:

. Among these is.the removal of limitdtions on Federal partlclpatmn
in public, assistance for aged: persons in-mental and tuberculosis hos-

pitals.:  This was Senator.Long’s amendment, adopted last year with’
sa,fe%'uards to assure that additiona] Federal funds resultmg from it.
would go into improvement of mental health programs.:

. OHANGES . IN: cAsn PUBLIO ASSISTANOE

The bill provxdes for an mqréaise ap, the public assistance formulas
which averages about $2.50 pér recipient per month for aged, blind,
and disabled recipients and averages about $1.25 for recipients under

the program of aid to famlhes wnth degen dent children. /This is the
same formula which was propoes enator Long and adopwd by
the Senate last: year,

The additionalFederal funds raceived nder the new formula
would be requjréd to be passed on to the recipiénts. A similar pass-
on provisw as been included ip- nate-pa.ssed T ndment.s to pub-
lic assistande pro on-g nuthber dfprior occasiong. This provi-
sion wou)§ apply 30508 in Pederal funds under alhthe provisions

of thebll, o ,
Another provi b bill Dermifs payments to b made to.a
thn'd party in behalfe ~'- un who are nbletoma hage money

of physical or me é grimpairment. /Thisdamendmekht contains

gpr prlabe safe ards ‘ 1s smlilar o #he one, which thq Congress

op 2 for bs B8 with |dependent childreny program
in 1982, =

Se ator Do las’zp,' aidment, 'mx-- year, liberalizi t 6 amount

of eaynings of}old- sistants Yeciplents which a Sfat¢ may dis-
i , the/bi ir-the amendment a State
50 of earningsfof aged persons earning £80 or more

pef?ml;'th yvision 19 ded duth g Stated to, disregard
urthyrinore, pro iine guthor;s [ to, disrega
the retr I?};lxve pgrtlén of the increase in O A DI enefjts orthe child’s
school-a ance bene; et that program , :

A provisiohof the Economic Opportunity Act yhich requires com-
pliance by State-public assistance plans by Jyly 1, 1965, is rendered -
moperative for : whlch 818 unable 0 mply because of State
law and have not yet ahy-xegular.legiffative sessions since the Eco-
nomic Opportunity Act was, assed. The bill would take care of the
period until the legislature may act for anly State in' thig situation.

A provision 1s included permitting judicial review of the Secretary’s
declsxons regarding the State’ ubllc assistance plans or amendments
and aﬂ'ordmg administrat,l% reoonsxderatlon of decisions on audit
exceptions, - :
: . 6675 also contams B substantlal number of other mirnor
changes. Among these provisions is one which, while not increasing
the dollar limitations on grants to Puerto Rico, éuam, and the Virgi
Islands, will afford some help to these ju ]be risdictions by providing that
all their medical caro (}) ﬂyments would be outside the wxisting ceilings
on cash assistance. their medical assistance fov the aged pro-
gram is outside the celhng at present.
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H.R. 6675 is truly a landmark bill. Its passage will be a tremen-
dous step toward preventing insecurity and want among the aged,
disabled, widows, and the orphaned.

As a result of this bill, people who are still working will be able to
look forward to their retirement years with a sense of security never
before posible. The extensions and improvements in our social in-
gurance and public assistance J)rogra,ms that are embodied in the bill
would bring new security and hope to millions of Americans of all

agw‘

Mr. Chairman, I would like to call to the attention of the com-
mittee the charts that are attached to this statement and to ask that
they be inserted in the record at this point.

e charts are put in ca.dpsule form, the major provisions contained
in the bill and what it will do.

(The charts referred to follow:)

SOCIAL SECURITY AMENDMENTS
OF 1065 (KR.6675)

TITLET  HEALTH INSURANCE FORTHE AGEDEMEDICAL ASSISTANCE

THREE LAYER APPROACH 1. HOSPITAL INSURANCE PROGRAM (LIKE H.R.1)
2.VOLUNTARY SUPPLEMENTARY HEALTH INSURANCE

PROGRAM (PRIMARILY FHYSICIANS' BILLS)
3. MEDICAL ASSISTANCE ~EXPANDED KERR-MILLY PROGRAM

TITLEIL  OTHER AMENDMENTS RELATING TO HEALTH CARE

{. MATERNAL € CHILD HEALTH SERVICES
7.MENTAL RETARDATION PLANNING
3,PA AMENDMENTS ON MENTAL 6 T8 DISEASE

TITLEIL SOCIAL SECURITY CASH BENEFIT AMENDMENTS

1 BENGFIT INCREASES

2. CHILD'S BENEFITS TO AGE 22

3. RETIREMENT PROVISION LIBERALIZATION
4 QOVERAGE EXTENSIONS

5.0THER CHANGES

TITLE IV PUBLIC ASSISTANCE AMENDMENTS

1.INCREASED FEDERAL MATCHING

2.PROTECTIVE PAYMENTS

3. DISREGARDING CERTAIN EARNINGS IN
DETERMINING NEED

4. OTHER CHANGES

|"$ﬁ'
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HOSPITAL INSURANCE PLAN
Four Types of Benefits

[INPATIENT HOSPITAL SERVICES] Up to 60 days Iga ¢pell of illnoss
Deductible (paid by patient) oqual to$40

at beginning ot progratn
POST-HOSPITAL EXTENDED CARE Up tol00 days per spell of illness after
. | transter from hospital

Less 2 days foreach day hospital stay
over 20 days (minimum20days)

POST-HOSPITAL HOME HEALTH SERWIOES | 100 home visits in year following discharge
from institution, by health workers, under plan

vstablished by yeician
OUTPATIENT DIAGNOSTIC SERVICES | As m]uired, with a deductible (in each
diagnostic study) equal to % inpatient
hospifal deductible
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PERSONS 65 AND OVER
PROTECTED UNDER
HOSPITAL INSURANCE

ELIGIBLE FOR
/ RAILROAD RETIREMENT-
600,000

NON-INSURED AGED ELIGIBLE
UNDER SPECIAL PRO-
VISIONS -2 MILLION

\NOT. INCLUDED UNDER HR.6675 BUT

ELIGIBLE FOR
SOCIAL SECURITY
85%
(16.35 MILLION)

ELICIBLE UNDER 1960 FEDERAL
~— EMPLOYEES PROGRAM -
TOTAL AGED 19, MILLION-  ABOUT 150,000

1966
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SUPPLEMENTARY PLAN

Four Types of Benefits
PHYSICIANS' SERVICES | IN AND OUT OF HOSPITAL
PSYCHIATRIC HOSPSTAL | UP TO 60 DAVS IN A SPELL OF ILLNESS:

'SERVICES 180-DAY LIFETIME MASIMUM
HOME HEALTH

SERVICES 0P 70 100 YISITS IN A CLENDAR YEAR

OTHER MEDICAL DIAGNOSTIC TESTS, RADIATION
SERVICES THERAPY, MEDICAL SUPPLIES,

AMBULANCE SERVICES, AND
RENTAL OF MEDICAL EQUIPMENT
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DEDUCTIBLE AND COINSURANCE
UNDER SUPPLEMENTARY PLAN

$50 ANNUAL DEDUCTIBLE---
PAID BY BENEFICIARY

PLAN PAYS 80%OF REMAINDER.
PATIENT PAYS 20%

OUT-OF-HOSPITAL EXPENSES FOR
TREATMENT OF MENTAL ILLNESS

LIMITED TO $250 OR 1/2 ANNUAL EXPENSES,
WHICHEVER 1S LESS

FINANCING OF 2 HEALTH
INSURANCE PROGRAMS
AN | SOURGE 0F SCHEDULE

it f‘éﬁ""%ﬁ»‘pﬁ'&ﬁ?" Fohpys e 0207
General revenue Rising 10080101987
for transibonal | gaonmes sass
insured 1966-45,600

| 1971-46,600
mmmnfarq Benef;aa;:q a:wd* Each pays % 46

Insurance

monthly premium
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MAJOR CHANGES IN
CASH BENEFIT PROVISIONS

1. T-percent benefit increase

2. Increase n eartin Fi;mcoun’f\«:d for con'mbuhon and benefit purpases
ive January 1,1
$66OO Effective Januarq 11 71

3. Child's Insurance benefits for child age 18022 attending school
4. Reduced benefits for widows at age 60

b. Dlsabnh'rq changes
E mmafc lmomfmued vequirement

payment tor 6t {vather than present 74) month of disability
b, llberahzahon of eligibility for cer‘tam persons age 72 of over:
“3quarter minimum
I, Retiement provigion changes :
Withhold #1 in berefife for $2 in earnmgs
- Yor earnings of $1200 -2400
rather Hhn present #]200-1700
8. Coverage changes
Coverege of Physicians

Cor f Ti
Exé:'qrggpe noof‘ Arﬁ;sh
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EFFECT OF CASH BENEFIT

c H A NGE s ADDITIONAL
PROVISION NUMBER OF PEOPLE| BENEFITS PAYABLE
| AFFECTED IN 1966*
BENEFIT INCREASE 20000,000 |%1430,000,000

CHILDREN ATTENDING SCHOOL 295,000 195,000,000
REDUCED BENEFITS FOR WIDOWS 185,000 165,000,000
TRANSITIONAL INSURED STATUS 355,000 140,000,000
DEFINITION OF DIGABILITY 155,000 105,000,000
RETIREMENT PROVISION | 450,000 65,000,000

XTOTAL AODITIONAL BENEFIT PRIHENTS 1 1966 #2.1 BlLLIoN.
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~ CONTRIBUTION RATES UNDER
PRESENT LAW= UNDER H.R.6675

| “"ERPLOYER AND EMPLOYEE, EACH
YEAR PRESENT LAW OASDE 11 TOVAL
1966 4125 40 0.35 435
1967 4125 40 050 450
1968 4005 40 0.50 450
1969-72 44 0.50 490
"1913-75 48 0.55 5.95
1976t79 | 1 0.60 '5.48‘
6T aftr ¥ 0 2o
~ GELF-EMPLOYED HR.GETE
Year PHESENT LAW 0ASDL Hr. TOTAL
1966 6.2 6.0 0.95 6.35.
1967 62 6.0 0.50 6.50
1968 69 60 0.50 6.50
1969-72 6.6 0.5 140
1973-75 1.0 0.59 155
1976-79 1 0.60 160
1980-86 0.10 110
1987 and after 080 780
EARNINGS EACE
1965 +4800
- 1966-70 5600

1971 and after 6,600

Secretary Ceresrezze. Mr, Chairman, I apologize for the length
of time I have taken but this bill is almost 800 pages long and I found
it difficult to reglly condenseit.

Tho CuairaaN, Thank you very much, Mr. Secretary.

Senator Smathers?

Senator Sararners, Mr. Chairman, I temporarily pass,

The Caamman. Senator Willinms?

Senator Wirrrasts, Mr, Secretary, I notice in your statement there
are going to be & series of amendments you are going to suggest, for this
bill, W%len could you have those améndments, including those so-
called technical changes, in written form for submission to the com-
mittee so that we can have them for examination # ‘

Secretary Crvresrezze. We are submitting today the amendment in-
cluding the other héalth professions in hospitals, the radiologists and
anesthesiologists and so on, I thought it would be presumptuous of
me on & bill which is 206 pages long and a bill that will receive ex-
tended hearings by this committee to say we will not accept any
amendments, © ‘
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Therefore, I wanted to reserve my judgment on what amendments
would be acceptable and what amendments we might suggesi after I
have heard the testimony from other people.

If there are any further amendments to be submitted they will prob-
ably be on minor or technical changes.

can’t conceive of a bill almost 300 pages long without some tech-
nical amendments by this committes so I would like to reserve my
decision until we have had the testimony before this committee and
then I will be most pleased to make my suggestions and also receive
suggestions from members of this committee as to what amendments
they think are necessary.

S‘;nator WiLrams. I wasn’t asking you to pass judgment on the
amendments which may be suggesteg Y)y the committee. I am re-
ferring to your own statement, in which you said that you are going
to have various amendments to suggest. I am wondering what those
amendments are and when can we have them before the committee
for our consideration? .

Secretary Ceresrezze. The major amendment I placed before the
committes this morning, and as far as minor amendments are con-
cerned, as I sa?', we are studying it and we are giving it thought. The
reason I put the phraseology I did in the statement was to convey to
‘this committese, genator Williams, that we are not taking the posi-
tion “this is it.” We are taking the attitude that this committee may
have some amendments and, as a result of what this committee may
suggest, we may have further amendments to suEgest. The statement
was included merely to inform the committee that we are not saying
“we accept the bill as it is.;” I think that is the proper way of doing
it so that at the proper time if there are amendments as we analyze
it, as the testimony comes in, as we get your reactions'to this bill and
tl}:e other Senators’ reactions to the bill, we will be happy to consider
those,

Senator Wirriams. Then as of the moment you only have the one
amendment that you are submitting to the committee?

Secretary CELEBREZZE, Yes.

Senator Witr1ams. Then at the moment you have no other amend-
ments to suggest . g

Secretary CrrLesrezze. Not at the moment and, as I said, Senator
Williams, the reason I put that phrase in is that X didn’t want to
convey the impression to the committee that this was the only amend-
ment we would accept. I wanted to convey to the committee that we
are openminded on some other matters. .

Senator Wirriass, One (%xestion that has been raised in connection
with the extension of the bill to cover iips, I understand that the
employce is supposed to report to the employer within 10 days after
the end of the month the amount of the tips. -

Secretary CerLenrezze. That isright. ’

Senator Wirriass. And then the employee becomes liable for the
employee’s withholding and his own contributions." ‘ ‘

ecretary CeLeBrezze. That is right. ‘ 5 FU

Senator Wirianms. Now, what happens if the employee eports the
amount of the tis)s but has spent the money and doesn’t have 1t to give
to the employer? Is the employer responsible for sending that in or
can he say that the money has been spent !
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Secretary Ceresrezze. No, the obligation is upon the employee at
the end of the 10-day period to notify the employer that he has had
$20 or more in tips. 'The employer then pays the contribution on that.
If the employee doesn’t pay his contribution he is in violation.

Senator WiLniams, Well, the question is—does the employer send in
both his contribution and the employee’s contribution, or does the
employee send in his own ¢

ecretary Crrennezze. The employer follows the regular pattern
that he would for any other employee by sending in both
contributions.

Senator Wiruranss. That is my understanding, he sends in both.
My question is this—suppose employee X reports $50 in tips but
doesn’t have the money to give to the employer to send in; who has
the responsibility for the payment?

Secretary Cereprezze. The employee.

In other words, Senator Williams, the employer is responsible for
reporting and paying the social security tax only for tips reported to
him and only if he has funds of the employee from which to pay the
employee’s taxes. ‘

enator Wirrtams. That is the point I want clear. If the em-
¥loyee does not give him the money, the employer is not responsible
or sending it in, 1

Secretary Cereprezze. The employer is not responsible. The
burden in this case is placed upon the employee. ,

Senator WiLriaas. Now, I noticed the limitation on earnings under
the present law is $1,200 for social security payments.

Secretary Ceresrezze. That is right. ‘ :

Senatorr%meAms. And the Government takes back a ratio of one
for two between that and $1,700 under the pre