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Calendar No. 1452

88rH CONGRESS ‘ SENATE , REeporT
2d Session : No. 1513

SOCIAL SECURITY AMENDMENTS OF 1964

AvausT 20, 1964.—Ordered to be printed

Mr. MansrFieLD (for Mr. Byrp of Virginia), from the Committee on
Finance, submitted the following

REPORT

together with
SUPPLEMENTAL AND INDIVIDUAL VIEWS

[To accompany I1.R. 11865]

The Committee on Finance, to whom was referred the bill (H.R.
11865) to increase benefits under the Federal old-age, survivors,
and disability insurance system, to provide child’s insurance benefits
beyond age 18 while in school, to provide widow’s benefits at age 60
on a reduced basis, to provide benefits for certain individuals not
otherwise cligible at age 72, to improve the actuarial status of the trust
funds, to extend coverage, and for other purposes, having considered
the same, report favorably thereon with amendments and recom-
mend that the bill as amended do pass.

I. PURPOSE AND SCOPE OF THE BILL

The purpose of the committee bill is to improve the benefit and
coverage provisions and the financing structure of the Federal old-age,
survivors, and disability insurance (OASDI) system. 'The bill also
increases the Federal matching maximum on the State public assist-
ance programs for the needy aged, blind, and disabled, and eliminates
the exclusion of aged recipients who are in mental and tuberculosis
institutions,

The last across-the-board adjustment in social security benefits, and
the last adjustment in the amount of annual earnings that is taxed
and credited toward benefits (the contribution and benefit base), were
enacted in 1958,  In recognition of changes in the economy since that
time the bill provides for increasing the insurance benefits by 5 percent
across the board and for increasing the contribution and benefit base.

1



2 SOCIAL SECURITY AMENDMENTS OF 1964

To permit payment of benefits to certain aged people who did not
work long enough under social security to meet the present work
requirements for benefits payments, the bill contains a special pro-
vision reducing the covered work requirements for aged workers,
aged wives, and aged widows. Benefits would be payable when these
individuals attain age 72.

To help children continue in school, the bill provides for the pay-
ment of a child’s benefit beyond age 18 and up to age 22 if the child
is in school or college.

To improve the protection now provided under the social security
system for aged widows, the bill lowers the age at which they can first
become eligible for benefits to age 60 on a voluntary and an actuarilly
reduced basis,

Consistent with the policies established by the Coungress, the
improvements made by the bill will be adequately financed and the
program will continue to be self-supporting on a sound acturial
basis. A revised schedule of social security tax rates would be pro-
vided along with an increase in the taxable earnings base which will
improve the actuarial balance over what it is at the present time.

The bill also will provide for increasing the total allocation to the
Federal disability insurance trust fund in order to strengthen the
disability fund.

II. SUMMARY OF PRINCIPAL PROVISIONS OF THX BILL
OuLp-Acxr, Survivors, AND DisaBIiLiry INSURANCE

A. FIVE-PERCENT ACROSS-THE~BOARD INCREASE IN INSURANCE BENEFIT
PAYMENTS

The bill would increase the benefit payments under present law by b5
percent for all persons now on the benefit rolls, and there would be
corresponding increases for all future beneficiaries.

1. Workers, dependents, and survivors benefits

For workers retiring at age 65 with average monthly earnings of
$400 or less, monthly payments would range from $42 to $133.40
for primary beneficiaries as compared with $40 to $127 under present
law. Primary benefits ranging up to $143.40 would be payable to
people who retire and come on the henefit rolls in the future as the
increase in the earnings hase that the committee is recommending
makes possible the counting of up to $5,400 of annual carnings toward
henefits, Survivors and ¢ open([lcnts henefits would also be propor-
tionately increased.

2. Family benefits

Under present law, the ceiling on the total amount of family benefits
payable on a worker's earnings record ranges from $60 to $254 a
month, depending on the worker’s average monthly earnings. Under
the bill the minimum amount of monthly benefits for a family would
be raised to $63 and the maximum would be $281.20 at the $400 aver-
age monthly earnings level, which is the highest possible under the
present $4,800 earnings bage. In the future, maximum family benefit
amounts up to $300 would be payable as the $5400 earnings base
that the bill would provide becomes effective and average monthly
enrnings rise above $400,



SOCIAL SECURITY AMENDMENTS OF 1964 3

3. Number of beneficiaries and effective date

The 5-percent across-the-board increase would be effective for the
20 million beneficiaries on the rolls in their benefit payments which
are due for the second calendar month following the date of enact-
ment.

For the first full year, 1965, it is estimated that $925 million in
additional benefit amounts would be paid as a result of this 5-percent
increase.

B. PAYMENT OF BENEFITS TO CERTAIN AGED PERBONS

The bill would provide limited benefits for certain aged individuals
who have some social security coverage but not enough to meet the
minimum required by existing law.

A special provision would %ibera,lize the eligibility requirements so
that certain aged people who do not meet the wor{t requirements in
present law could qualify for benefits on the basis of as few as three
quarters of coverage. Upon attaining age 72, a worker or widow who
qualifies under these provisions would get a monthly benefit of $35;
a wife who qualifies would get a benefit of $17.50.

1. Men and women workers

To accomplish the above, a new concept of “transitional insured’’
status under the bill would provide that these oldest workers will
receive benefits with only three quarters of coverage, as contrasted
with the present requirement of six quarters. For those workers who
are not quite so (ﬂd, the quarters of coverage requirement would
increase until the requirement merges with the present minimum
requirement of gix quarters.

‘he following table illustrates the operation of the ‘““transitional
insured”’ status provision for workers:

Transitional insured status requirements for worker's benefils

Men Women
Age (In 1065) Quarters of cov- Age (In 1965) Quarters of cov-
erage required erage required
3. T3 Or OVer. - o ceeeae 3.
4, 1 4,
b, S 5,
6 or more, T00r yOuNngerao oo ccevoemecenannann. 6 or more,

Thus, to be eligible for benefits an individual must hoth (1) meet
the above coverage requirements, and (2) have attained age 72.

2. Wives
A wife’s benefit would be payable at age 72 to the wife of a worker

who qualified for benefits under the transitional provisions if she at-
tains age 72 before 1968,

3. Widows
Any widow who is age 72 or over in 1965, if her husband died or
reached age 65 in 1954 or earlier, would get a widow’s benefit if her

husband had at least three quarters of coverage. Present law requires
six quarters. If the husband died or reached 65 in 1955, the require-
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ment is four quarters. If he died or reached 65 in 1956, the require-
ment would be five quarters. If he died or reached 65 in 1957 or
later, the minimum requirement would be six quarters, the same as
present law. '

" For widows reaching age 72 in 1966 and 1967, there is a grading-in
of coverage requirement of four or five quarters of coverage, respec-
tively. Widows reaching age 72 in 1968 or after would be subject to
the requirements of existing law of six or more quarters of coverage.

The table below sets forth the requirements as to widows:

Transitional insured status requirements for widow’s benefits

Year of husband's Proposed quarters required for widow sttaining age 72 in—
death (or attainment | Present quarters
of age 85, {f earlier) required .
1965 or before 1968 1967
1954 or before.eeeunanna- [ S, . S Z S, 5.
1056 e cceeecceeeaae [ T L SIS I 5,
956. neeeemmmemamamenn IR TN L SR 5.
1957 or after. veoooeoae 6 Or Mor@..u-ccen-- gormore..o._—... 6 OF MOT@.eeeecnc-.. 8 or more,

4. Persons affected, benefits, and effective date

These provisions would become effective for the second month after
the month of enactment. It is estimated that 400,000 individuals
will be added to the social security benefit rolls by this provision, with
such benefits totaling about $160 million in 1965.

C. PAYMENT OF CHILD'S INSURANCE BENEFITS TO CHILDREN ATTEND-
ING SCHOOL OR COLLEGE AFTER ATTAINMENT OF AGE 18 AND UP TO
AGE 22

The bill would provide for the payment of child’s insurance benefits
until the child reaches age 22, provided the child is attending school,
including a vocational school, or college as a full-time student after
he reaches age 18,

This provision would become effective for the month following the
month of enactment. It is estimated that 275,000 children will bene-
fit in the total amount of $175 million under this provision in 1965.

D. BENEFITS FOR WIDOWS AT AGE 60

The bill would provide for the payment of benefits to widows
beginning at age 60 at their clection, with the benefits payable to
those who claim them before age 62 actuarially reduced to take
account of the longer period over which they will be paid. Under
present law, widow’s benefits are payable at the earliest at age 62.

This provision would be effective for months after the month of
enactment. In thoe first full year, 1965, it is estimated that 180,000
widows will take advantage of this provision and receive $150 million
in benelits.
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E. COYERAGE EXTENSIONS AND IMPROVEMENTS

1. Employees of States and localities

(a) Division of retirement systems.—Alaska and Kentucky would be
added to the list of 17 States that may cover State and local govern-
ment employees under the divided retirement system provision.

This amendment would be effective upon enactment.

(b) Certain hospital employees—Coverage would be extended to
certain hospital employees in California whose positions were removed
from a State or local government retirement system.

In general, the coverage provided under this special provision begins
on January 1, 1962.

(c) Eatension of time for election of coverage.—Another opportunity
would be provided, through 1965, for the election of coverage by people
who originally did not choose coverage under the divided retirement
system provision, ’

2. Computation of self-employment income from agriculture

The maximum amount of gross farm income that farmers may use
in computing covered farm self-employmeat income, under the
optional reporting method based on gross income, would be increased
from $1,800 to $2,400.

This amendment would be effective with respect to taxable years
ending after December 31, 1964.

3. Changes in House bill provisions

The provision in the House bill extending coverage to self-employed
physicians has been deleted because the national association repre-
genting 70 percent of the physicians in the United States has, once
again, indicated to the committee its opposition to the inclusion of
self-employed physicians, §

The committee has also deleted the House provision which would
have repealed the longstanding prohibition against the social security
coverage of policemen and firemen under State and local retirement
systems. The committee believes the present method of providing
such coverage on a State-by-State basis offers both an opportunity
for those who wish coverage to obtain it while it continues the safe-
ouards which organizations representing policemen and firemen
believe are necessary to preserve the integrity of their unique retire-
ment systems. ' '

Finally, the committee deleted the section of the House bill pro-
viding for the coverage of cash tips. The committee was not alto-
sether convinced that this was a workable provision, and believes
that it might unduly burden employers and employees and tend to
disrupt traditional working relationships in industries where tipping
plays a major role.

F. AUTOMATIC RECOMPUTATION OF BENEFITS

"The retirement benefits of people on the rolls would be recomputed
automatically eanch year to take nccount of any covered earnings that
the worker might have had in the previous year that would increase
his benefit amount.
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G. OTHER PROVISIONS

The committee has also extended the period for filing proof of
support and applications for dependent husbands, widowers, and
parents or for lump-sum death payments and has made certain changes
so as to preserve existing relationships for individuals who are also
entitled to benefits under the railroad retirement system and from the
Veterans’ Administration.

H. FINANCING PROVISIONS

1. Increase in the earnings base

The earnings base which establishes the amount of annual earnings
that is subject to tax for the support of the program and which is
used in determining social security benefits would be increased so that
earnings up to $5,400 would be so taxed and counted beginning with
1965. The base is $4,800 under present law.

2. Revision and increases in the taz schedule
Under the bill, the schedule of social security contribution rates
would be modified as follows:

[In percent}

Contribution rates

Employer and em- Self-employed
Year ployee, each
Present | IXL.R.11865]| Present { H.R. 11865
law law

1060 . e icacacaecceemmeaane 3.625 3.8 5.4 517
1966~07 . o oo cmcmmcccmmmceme—acmcame—a—aaen 4,125 4.0 6.2 6.0
1008~T0. oo re e e mamee e e ————an 4,626 4.5 6.9 6.8
R S 4.325 4.8 6.9 7.2

3. Reallocation of contribution income between the trust funds

Under the bill, an additional 0.15 percent of taxable wages and
0.1125 percent of taxable self-employment income would be allocated
to the disability insurance trust fund bringing the total allocation to
0.656 and 0.4875 percent, respectively. A corresponding amount
would be deducted from the allocation to the old-age and survivors
insurance trust fund, making a more realistic allocation to each and
leaving both trust funds in an actuarially sound position.

4. Effect of financing provisions

The net effect of the bill is to improve slightly the acturial soundness
of the program.
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PuBLiCc ASSISTANCE
A. INCREASE IN FEDERAL MATCHING MAXIMUM

The committee added an amendment which would incrzase the
maximum amount which will be matched by the Federal Government
by $5 a month per individual in the State public assistance programs
for the aged, the blind, and the disabled. The cost of this proposal
will be about $35 million a year,

, B. MENTAL AND TUBERCULOSIS EXCLUSION

An amendment was also added which removes the prohibition
in the public assistance medical programs for the aged against pay-
ments to persons in mental or tuberculosis institutions.

The cost of thie proposal is about $150 million a year.

II1I. DISCUSSION OF PRINCIPAL PROVISIONS
OLp-AGE, SURVIVORS, AND DISABILITY INSURANCE
A. FIVE-PERCENT ACROSS-THE-BOARD INCREASE IN BENEFIT PAYMENTS

The committee believes that a general increase in social security
benefits is necessary at this time. Nearly 20 million people now get
social security checks, and for the overwhelming majority of these
people—disabled and aged retired workers, aged wives and widows,
and orphaned children and their widowed mothers—the benefits are
the major source of support; for a great many, they are the only source.
The last general benefit increase was enacted in 1958 and was effective
with benefits payable for January 1959. Since that date there have
been changes in wages, prices, and other aspects of the economy.

The bill would provide for an increase of 5§ percent over the benefit
levels now provided on average earnings up to $400 a month. For
retired workers now on the benefit roﬁs, monthly payments would
range from $42 to $133.40, as compared with $40 to $127 under present
law, effective for payments for the sccond month after the month of
enactment. . People coming on the rolls in the future whose benefits
are based on annual earnings of $4,800 or less would get benefits
5 percent higher than they would get under present law. However,
because of the increase the committee is proposing in the earnings
base, people coming on the rolls in the future with benefits based on
annual earnings of more than $4,800 would of course get benefits of
more than $133.40; the ultimate maximum benefit amount, payable
on average monthly earnings of $450, would be $143.40. 'T'able 1
presents illustrative benefit amounts for various family groups under
the bill as compared with present law.
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TaBLE 1.— Ilustrative monthly benefits payable under present law and committee bill

Old-age benefits ! Burvivors henefits
Widow aged | Widow| Widow and 2
Average monthly wage Worker Man and wife 3| 62, widower, .| aged children
or parent 601
Pres- : Pres- Pres: Pres- '
ent Bill ent Bill ent Bill Bill ent Bill 4
law law ) law law

$67 orless. oo . $40,00 | $42.00 | $60.00 | $63.00 | $40.00 | $42.00 | $36,40 | $60.00 | $63.00
$100. o iciaela. 59,00 | 62,00 | 88.50 | 93,00 | 48,70 | 61,20 | 44,40 | 88.50 93. 00
S50, i iiiiiaas 73,00 | 76.70 | 109,60 | 115,10 | 60.30 | 63.30 | 5190 | 120,00 | 120.00
$200 . o eeeeccaas 84,00 | 88,20} 126,00 | 132,30 | 60.30 | 72.80| 63.10| 161,70 | 161,70
$260 . o e eemeecaeaaas 05,00 | 09,80 | 142,50 | 149.70 [ 78.40 | 82.40 | 71.60 | 202,50 | 202,60
e e e mermemmm————ane 105,00 | 110,30 | 157.60 | 165.50 | 86,70 | 01,00 | 78.90 | 236.40 | 240,00
s 174.00 | 182,70 | 95.70 { 100,50 | 87.10 | 254.10 | 260. 40
190,50 { 200,10 { 104,80 | 110.10 | 95.50 | 254.10 | 281.40
) 215.10 O] 118.40 | 102,70 ®) 300. 00

lll Worker aged 65 or over at time of retirement, and wife aged 65 or over at the time when she comes on the
rolls.

2 Survivor benefit amounts for n widow and 1 ¢hild or for 2 parents would be the same as shown below,

3 Not applicable under present law.

¢ For families on the benefit roll in the month after the month of cnactment who ara affected by the maxi-
mum-henefit provisions, the amounts payablo under the bill would, in some eases, be somewhat higher than
those shown here (namely, for the cases where tho average montly wages are $150 through $350)

' Not applicable since maximum average monthly wago possible is $400, )

Family maximum.—Under the bill the maximum amount of benefits
payable to a family would be related to the worker’s average monthly
earnings at the higher earnings level, as well as at the lower levels as
under present law, Under present law, the $254 maximum applies ab
all average monthly earnings levels above $314; under the bill, a differ-
ent family maximum amount would be provided at virtuafly gvery
average monthly wage bracket in the benefit table, from a minimum
of $63 to a maximum of $300. The maximum amount payable to a
family now on the henefit rolls would be $281.20, as compared with
$254 under present law,

B. PAYMENT OF BENEFITS TO CERTAIN AGED PERSONS

The committee recommends that special insured status provisions
be adopted so that social security benefits can be provided for people
who, though they worked in covered jobs, did not have the opportunity
to work long enough to become insured under the program, and for the
wives and widows of men in this category. About 400,000 pcople
would become eligible immediately for social security benefits under
these provisions. ,

The present law requires a minimum of six quarters of coverage for
insured status; this has the eflect of requiring that people who reached
retirement age (65 for men, 62 for women) in 1954 or carlier have
two quarters of coverage for cach year that has elapsed after 1950
and before 1954 to be insured. The general requirement for insured
status, on the other hand, is only one quarter of coverage for each
elapsed year after 1950 and up to the year of death or retirement age,
whichever is eatlier,

Under the bill, the provision in present law under which a worker
needs one quarter of coverage for each elupsed year to be fully insured
would continue to be applied but with a minimum requirement as
low as three quarters of coverage rather than six. Thus, a person
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could be insured with three quarters of coverage if he attained retire-
ment age in 1954/ with four quarters of coverage if he attained
retirement age in 1955, and with five quarters of coverage if he attained
retirement age in 1956.

Benefits would be payable to workers insured under the special
provision when they attain age 72, and at age 72 such workers’ wives
who attain age 72 before 1968.

Widow’s benefits would be payeable under the special provision to a
widow who reached age 72 before 1968 if her husband had quelified for
old-age benefits under the special provisions. Also, a widow whose
husband had attained age 65 or died before 1957 without being insured
could get benefits if the husband had at leest one quarter of coverage
for each year after 1950 and up to the year he reached age 65, or died if
earlier, but not less than three quarters of coverage, and if she attained
age 72 in or before 1965, or if he had four quarters of coverage end she
attained age 72 in 1966, or if he had five quarters of coversge and she
atteined age 72 in 1967.

Under these provisions tha benefit amount for & worker would be
$35 per month; for his wife, $17.50 per month; for his widow, $35 per
month,

Benefits will be peyable for and after the second month following
the month of enactment.

C. PAYMENT OF CHILD’S INSURANCE BENEFITS TO CHILDREN ATTENDING
SCHOOL OR COLLEGI AFTER ATTAINMENT OF AGE 18 AND UPTO AGE 22

Under present lew a child beneficiary is considered dependent, and
is paid benefits, until he reaches age 18, or after that age if disabled and
if he was disabled before age 18. The committee believes that a child
over age 18 who is attending school full time is dependent just as a
child under 18 or a disabled older child is dependent, and that it is not
realistic to stop such a child’s benefits at age 18. A child who cannot
look to & father for support (because he has died, is disabled, or is re-
tired) is at a disadvantage in completing his education in comparison
with the child who still has his father to depend on. Not only may the
child be prevented from going to college by loss of parental support
and loss of his benefits; he may even be prevented from finishing high
school or going to a vocational school. With many employers requir-
ing more than a high school education as a condition for employment,
education beyond the high school level has become almost a necessity
in preparing for work.

The committee believes it is now appropriate and desirable to
provide social security benefits for children ‘who are full-time stu-
dents between the ages of 18 and 22 end most of whom will heve sut-
fored & loss of parental support. The provision would he epplicable og
to those students whose social security child’s benefits had elready
terminated at age 18 as well as to those children currently.on the rolls,
The median age of students gradusating from high school is about 18;
roviding™ benefits to age 22 would mean that generolly o child’s
senefits could continue for the time it would take him to complete a
4-year college course, - '

School is defined broadly to permit payments to students taking
vocational or academic courses, It includes all schools, colleges, and
universities which are public or accredited. Full-time attendance at
school would be determined by the Secretary of Health, Education,
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and Welfare in light of the standards and practices of the school in-
volved. Specifically excluded, however, would be an individual paid
by his employer to attend school. Benefits would be paid during
normal school vacation periods as well as during the school year.

The bill would not provide for the continuation of mother’s benefits
in such cases, unless, of course, the mother still had in her care younger
children under the age of 18 who are receiving benefits. Thus, the
bill would not provide for the payment of benefits to the mother whose
only child is over 18 and gatting benefits because he is attending school.
There is less need to pay benefits to the mother in such cases, since she
is not required to stay at home to care for the child as she may have
been when he was younger.

An estimated 275,000 children aged 18 to 21 on the effective date
of this provision are expected to claim benefits during the first year of
oporation. Benefit payments to these children would be about $175
million in the first year. :

D. BENEFITS FOR WIDOWS AT AGE 60

Under present law, the earliost age at which a widow can qualify
for benefits based on the earnings of her deceased husband is 62.
Many women are widowed years after having left the labor market
to become housewives and mothers, and they lack the skills neces-
sary to &ualify for reasonably suitable employment. Women who are
widowed in their late fifties and sixtios are often denied employinent
because of their age.

The bill would provide for the payment of aged widow’s benefits
beginning at age 60, with the benefits actuarially reduced to take
account of the longer period over which they would be paid. This
provision would thus extend to these individuals a choice of retiring
at any time between age 60 and 62, with a proportionately reduced
benefit, or of waiting until age 62 to receive a full benefit. The amount
of the reduction is sufficient to assure that over the long ruh there
will be no additional cost to the social security system as a result of
the earlier payment of the benefits. If the widow chose to get her
benefits starting at age 60 her benefit would be reduced by five-ninths
of 1 percent for each month in which it was paid before age 62, or, in
other words, by 13} percent., The reduced benefit at age 60 would
amount to 71% percent of the deceased husband’s primary benefit (at
age 62 the full benefit equals 82% percent of the deceased husband’s
primary benefit).

An estimated 180,000 widows aged 60 to 61 on the effective date of
this provision are expected to claim benefits during the first year of
operation, Benefit payments to these widows would be about $150
million in the first year.

E, COVYERAGE EXTENSIONS AND IMPROVEMENTS

1. Coverage prowisions applying to employees of States and localities

(@) Addition of Alaska and Kentucky to the States which may provide
coverage through division of retirement systems.—Under a provision of
the Social Security Act which is designed to facilitate the extension of
social security coverage to members of State and local government
retirement systems, 17 specified States (and all interstate instru-
mentalities) are pormitted to divide a State or local government
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retirement system into two parts for purposes of social security
coverage, one part consisting of the positions of members who desire
coverage, and the other consisting of the positions of members who do
not desire coverage. Services performed by employees in the part
consisting of the positions of members who desire coverage may then
be covered under social security, and, once those service are covered,
the services of all persons who in the future become members of the
retirement system must also be covered. The 17 States which are now
permitted to extend coverage under this provision are California,
Connecticut, Florida, Georgia, Hawaii, Massachusetts, Minnesota,
New Mexico, New York, North Dakota, Pennsylvania, Rhode Island,
Tennessee, Texas, Vermont, Washington, and Wisconsin. The
gomm’ittee’s bill would add Alaska and Kentucky to this group of
tates.

(b) Coverage for certain additional hospital employees in California.—
The bill would modify a provision of the Social Security Amend-
ments of 1960 which made coverage under the social security program
available to certain hospital employees in the State of California who
had performed services at some time during the period from January 1,
1957, through December 31, 1959, with respect to which contributions
had been erroneously paid to the Internal Revenue Service prior to
July 1, 1960. The 1960 legislation provided for crediting the remuner-
ation which had been erroneously reported during the 1957-59 period,
and for covering the services performed after 1959 by the individuals
for whom the erroneous reportings had been made. The committee’s
bill provides for covering, beginning with January 1, 1962, the services
of hospital employees employed in the positions in question after 1959,
and for crediting remuneration erroneously reported for them for
periods prior to 1962 if contributions with respect to such remunera-
tion have been paid before the enactment of the bill.

The individuals who would be affected by the committee’s bill
could not be covered under the 1960 legislation, since they were not
in the group for which erroneous reports had been filed during the 1957
through 1959 period. And, like the employees to whom the 1960
legislation applied, they cannot be covered under the generally
applicable provisions of the Social Security Act providing coverage
for employees of States and localities.

Generally speaking, the Social Security Act does not permit States
to bring under social security coverage persons whom the States have
removed from coverage under a State and local retirement system.
The positions of the employees in question were removed from cover-
age under the California State employees retirement system effective
July 1, 1957, without awareness that this section established a bar to
future social security coverage. This misunderstanding led to the
erroneous reports, and created the need for the 1960 amendment,

The employees to whom the bill is directed have the game noes! for
coverage as those to whom the 1960 legislation applied, "«: are
barred from coverage under the general provisions of law in the e
way as were the employees covered by the 1960 legislation. .
committee believes that they should be given the same opportunity
to obtain protection under the gocial security program as was given
in 1960 to hospital employees in & similar situation. ' .

(¢) Facilitating coverage under the provision for division of State and
local government retirement systems.—The bill would provide a further
opportunity for election of social secuirty coverage by employees of
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States and localities who did not elect coverage when they previously
had the opportunity to do so under the provision permitting specified
States to cover only those members of a retirement system who desire
coverage, Under the present provision, the specified States may,
during the 2-year p'erioc{) after coverage of a group is approved, cover
additional employees who request coverage. (However, employees
hired after coverage of the group is originally approved are covered
on a compulsory basis.) The bill would reopen, or hold open through
December 31, 1965, the opportunity for election of coverage by those
employees who had not elected coverage before the expiration of the
2-year period following approval of the coverage of their group.

The committee recognizes that employces who initially failed to
elect covorage under the divided retiroment system provision were
provided two subsequent opportunities for cloction of coverage under
amendments made to the Social Security Act in 1958 and 1961.
Although in goneral it is important that the timo limits for electing
coveragoe be maintained and that it bo known. thoy will be maintained,
this situation involves special circumstances which seom to the
committee to justify providing one additional opportunity. The
committee belioves, howover, that in the future there sliould be no
further recopening of thoe opportunity for clecting coverage under the
divided retirement system provisions beyond tnat which would be
provided under this bill. We urge that those now contemplating
participation in the program take timely action to exercisoe their
choice.

The social security coverage oi' employeos obtaining covorage as a
rosult of the further opportunity provided by the proposed amend-
ment would be required to bogin on the samo date as was provided
whon their group was orviginally covered. Thus, tho employees
electing coverage as a result of this amendment wouvid have no choice
as to the beginning date for their coverago.

2. Computation of self-employment income from agriculture

Under present law, s)m'sons; with net carnings from [farm solf-
omployment have the following option in reporting for social security
purposes: (@) If annual gross income from agricultural self-employ-
ment is not over $1,800, either actual net earnings or 66% percent of
gross incomo may be reportad; (b) if gross incomo from agricultural
solf-employment 1s over $1,800 and net earnings are less than $1,200,
cither not carnings or $1,200 (two-thirds of $1,800) may be reported;
and (e) if the annual gross income is more than $1,800 and net earnings
are $1,200 or more, actual net earnings must bo reported,

The bill approved by tho committee would retain the present
option in the reporting of farm self-employment income but would
raise the lovel of income which may be reported under the gross
incomo option by increasing the $1,800 figure to $2,400 and the
$1,200 figure to $1,600.

Thus, persons with agricultural self-employment would be per-
mitted to use the following option in reporting their carnings from
agricultural self-employment for social security purposes: (a) if annual
gross income from agricultural self-employnient is not over $2,400,
either actual net earnings or 66% percent of gross income may be
reported; (b) if gross income from agricultural self-employment is
over $2,400 and actual net earnings are less than $i,600, either actual
net earnings or $1,600 may be reported; and (¢) if gross earnings are



S80CIAL SECURITY AMENDMENTS OF 1964 13

more than $2,400 and net earnings are more than $1,600, the actual
net earnings must be reported.

F, AUTOMATIC RECOMPUTATION OF BENEFITS

Under the bill, provision is made for automatic annual recomputa-
tion of benefits to take account of earnings a beneficiary may have
after he comes on the rolls that would increase his benefit amount.
Under present law, benefit recomputations to take account of addi-
tional earnings generally are available only on application by the
individual and can be made only if the individual had covered earnings
of more than $1,200 in a calendar yeur after he became entitled to
benefits.

Experience has shown that a large number of people who are eligible
for benefit recomputations to take account of additional earnings,
and who will profit from such recomputations, fail to apply for them.
Automatic recomputation would assure the beneficiary that he will
get credit for any earnings that would increase his benefit amount.
With the improved electronic equipment that is now used to compute
benefit amounts, the committee Eas been advised that it is both
feasible and administratively advantageous to handle these recom-
putations on an automatic basis,

An additional effect of the change would be to assure that no one
would be disadvantaged by applying for benefits at age 65 instead of
waiting until a somewhat later age. Uunder present law this is not so,
since in some few cases a larger benefit is payable to a worker who
delays tho filing of his application than would be paid if he applied
at age 65. People therefore, in certain situations, do not know
whether to apply for benefits or to defer filing. -Sometimes they
do apply and it turns out to have been disadvantageous. If it were
possible to assure everyone that he could not lose by applying at 65,
serious administrative problems would be avoided. This will be
accomplished by this provision.

G. EXTIENSION OF PERIOD FOR FILING PROOI' OIF SUPPORT AND
APPLICATIONS FOR LUMP-S8UM DEATII PAYMENT

The law requires that for benefits for dependent husbands, widowers,
and parents or for lump-gsum death benefits, proof of support must
bo filed 2 years after application for benefits, or death, whichever is
appropriate. In 19566, an amendment to the Social Security Act
extended the time for filing proof of support for an additional 2-year
period or until August 31, 1958, whichever was later, upon a showing
that good cause existed for failure to file within the initial 2-year
period. Many instances have arisen, however, where there has been
fuilure to file within the existing time limitation. Temporary legisla-
tion has been enacted in the past to allow additional periods for {?ling,
and a number of private bills have been proposed and some enacted to
remedy inequitics as to specific individuals. Belioving that it is
more desirable to provide for these situations by a provision of general
law, the committee has included an amendment under which, if it is
shown to the satisfaction of the Secretary of Health, Education, and
Welfare that there was good cause for failure to file within the initial
2-year period, an applicant would be allowed to file proof of support at

86-038—34-—»=8
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any time. The determination of what constitutes good cause shall be
made according to regulations of the Secretary.

H. AMENDMENT PRESERVING RELATIONSHIP BETWEEN THE JRAILROAD
~— RETIREMENT AND OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
SYSTEMS

As has been done in previous old-age, survivors, and disability in-
surance amendments, section 1(q) of the Railroad Retirement Act is
amended so that the social security benefit increases in the committee
bill will be reflected in the so-called social security minimum provision
of that act. The social security minimum provides that railroad
retirement benefits shall in no case be less than 110 percent of the social
security benefit (or additional benefit) if the railroad earnings had been
covered earnings under the Social Security Act. ~ About 90 percent of
the survivor benefits under the Railroad Retirement Act and about
15 percent of the benefits payable during the lifetime of an employee
are paid under this minimum guarantee provision.

The committee bill also provides for the payment of a railroad
retirement child’s benefit as to children over age 17 but less than 22
who are full-time students in schools or colleges. The language
parallels the provision in the committee bill for the child’s benefit under
the social security system.

T'o finance these provisions, the committee has struck the provision
in the House bill which would have amended the Railroad Retirement
Tax Act so as to prohibit the automatic adjustments in its tax rate because
of changes in the social security tax rate. ‘T'he additional revenue
from this source, plus transfers from the socinl security trust funds
under the financial interchange provisions, provide all but $6.4 million
of the annual cost of these changes.

The chairman of the CGommittee on Labor and Public Welfare and
the chairman of its Subcommittee on Railroad Retirement have urged
the committee to incorporate these amendments into the present bill,
A majority of the Railroad Retirement Board also favors this change.

I. INFERRELATIONSHIP BIFTWELEN VIETERANS BENEFITS AND INCREASED
SOCIAL SECURITY BENEFITS

It has been brought to the committee’s attention that the present
bill may have the unintended result of reducing or eliminating non-
sorvice-connected pensions of certain vetorans or their widows becauso
of the receipt of incroased social security benefits. ‘T'o prevent this,
the committee amendment amends the appropriate provisions of the
veterans’ law to exempt from its annual income test the amount of
social security increase resulting {rom this bill.

J. FINANCING PROVISIONS

1. Increase in earnings base

The committee bill raises the limitation on the annual amount
of a worker’s earnings that is counted toward benefits and subject
to tax for the support of the program—generally referred to as the
earnings hase—to $5,400 heginning with 1965,

Congress has increased the earnings base from time to time in the
past 80 as to provide benefits that are reasonably related to the earn-
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ings of covered workers. The last increase in the earnings base, to
$4,800, was enacted in 1958 and was effective starting with 1959, If a
$4,800 earnings base had been in effect in 1958, about 76 percent of all
workers and 55 percent of regularly employed men would have had
all of their earnings taxed and credited toward benefits, and about 82
percent of all earnings in covered work would have been taxed for the
support of the program. If the $5,400 earnings base the committee
is recommending were effective this year, about 73 percent of all
workers and 48 percent of regularly employed men would have had all
of their earnings taxed and credited toward benefits, and about 78 per-
cent of all earnings in covered work would have been taxed for the
support of the program. If the earnings base is not increased as
wages rise, the wage-related character of the system will be weakened
and eventually lost.

2. Reallocation of contribution income between the trust funds

Because disability insurance termination rates due to death and
recovery have been lower than anticipated, with the result that costs
of the disability insurance part of tge program have somewhat ex-
ceeded expectations, the committee has increased the contribution
income allocated to the disability insurance trust fund. Under the
bill, 0.15 percent of taxable wages and 0.1125 percent of taxable
self-employment income that is allocated to the old-age and survivors
insurance trust fund under present law would be allocated instead
to the disability insurance trust fund. This will bring the total
allocation to the disability insurance trust fund, for years beginning
after 1964, to 0.65 percent of taxable wages and 0.4875 percent of
taxable self-employment income, Such a reallocation of contribution
income between the two parts of the program will not affect the overall
actuarial balance of the program; rather, it will provide a more reason-
able distribution of contribution income between the two parts of the
program, and puts each trust fund within the accepted limit of
actuarial soundness,

3. Changes in contribution rate

(@) OASDI program.—-It is essentinl that the old-age, survivors,
and disability insurance program remain soundly financed. The
Congregs has established the policy that the contribution income from
the tax schedule in the law should make the system fully self-support-
ing and keep it actuarially sound. Consistent with this policy, the
bill makes provision for meeoting the cost of the improvements by
changing the schedule of contribution rates as well as by increasing the
annual earnings base from $4,800 to $5,400, beginning January 1,
1965.

The increase in the level-cost of the program resulting from the
benefit, changes provided in the bill is estimated at about 0.5 percent
of payroll. Since the level equivalent of the additional income to the
trust funds provided by the increase in the contribution rates and in
the earnings base is estimated to be slightly larger than the cost of
the additional benefits, the bill improves the actuarial balance of
the entire program. As indicated above, the allocation of the tax rate
as between the old-age and survivors insurance trust fund and the
disability insurance trust fund has been revised, so that the latter
receives 0.65 percent of taxable payroll with respect to the combined
employer-employee rate (and a corresponding amount from the self-’
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employed rate), instead of 0.50 percent as under present law. As a
result, each part of the system is in approximate actuarial balance.
The present and proposed schedules are as follows:

Contribulion rates
[In percent]

Employer and employee, Self-employed
each

Calendar year

Present law Proposal | Presentllaw Proposal

1068 e oo ccicmenaesecnacccacmar e nnaaeae 383 3.8 5.4 5.7
1966~67, Inclusive.. 4% 4.0 6.2 8.0
1068 70, inclusive 4;% 4,5 6.9 6.8
1971 and after. ..o o n 4 4.8 6.9 7.2

4. Actuarial status of the trust funds

The overall effect of the bill, considering both the additional bene-
fits provided and the additional financing provisions, is to improve
the actuarial balance of the program. Because the additional financ-
ing provided is more than adequate to pay for the benefits included
in the bill, the estimated actuarial deficit of 0.24 percent of taxable
payroll for the present program would be reduced to 0.22 percent.-
As a result of the reallocation of the contribution income, the dis-
ability insurance system is in almost exact actuarial balance while
fhe old-age and survivors insurance program is well within acceptable
imits,

l'll‘ho changes in the actuarial balance of the program are shown in
table 2,

Tanre 2,—Changes in actuarial balance, expressed in lerms of estimaled level-cost
as percentage of laxzable payroll, by type of change, intermediale-cost estimale,
present law, ana commiltee bill, based on 3.5 percent inlerest

{In pereent)

Old-age and | Disability Total
Jtom survivors fnsurance ‘gystem
insuranco

Actuarial balance of present system. ... .. ool ~0. 10 —0.14. -2
Earninga boso of $5,400. .. .. o im i 4. 23 4. 02 +4-.25
Rovisod contribution soheduie. ..o 2 T ITTTTITITIIIIITT -+ 16 4. 15 -+.30
S-percent Incrense in henefita t__. ... ... —. 30 —.03 —.42
Child’s henofits to agoe 22 if in schoo). eoeerveeean .. —. 00 -, 01 -, 10
Actlmrlnll&/ reducerd bonefits for widows at ago 60.. RN I PPN PSP
Liberallzed Ingured stotus for persons aged 72 and over........ LT 1) S R —~.01
Total effect of changes fn b .. ... -1 +.13 +.02
Actuarlal balance under bill.....__. e e -.21 ~. 01 =22

1'This Increase applies only on the 13t $400 of average monthly wage, The same benefit factor as in
present law applles for that portion of the average monthly wage ahove $400,

Pusric AssisSTANCE

A, INCREASE IN FEDERAL MATCHING MAXIMUM FOR NEEDY AGED,
BLIND, AND DISABLED

The committee bill would .increase the maximum amount which
will be matched by the Federal Government by $5 per month per
individual in the State public assistance programs for the aged, the
blind, and the disabled. The bill increases the matching maximum
from $70 to $75 a month for the needy blind and disabled and an
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equivalent amount for old-age assistance where a special provision of
$15 ofkfl medical matching in existing law brings the maximum to $90 a
month,

This is a modest adjustment which will enable States to provide
more adequate payments to the needy and still enjoy Federal participa-
tionas to all or nearly all of their expenditures for this purpose.
The committee hopes this will be an incentive to States to make
increases‘in their payments to the needy to reflect their present needs,

The cost of this proposal will be about $35 million a year.

B. REMOVAL OF THE PROHIBITION IN THE PUBLIC ASSISTANCE MEDICAL
PROGRAMS FOR THE AGED AGAINST PAYMENTS TO PERSONS IN MENTAL
OR TUBERCULOSIS INSTITUTIONS

The committee ‘believes that the historical exclusion. of Federal
matching as to these two specific types of medical institutions and the
patients in them is no longer warranted. The existing discrimination
against aged persons with these diseases seems out of spirit with other
recent Federal legislative action in this area. The committee earnestly
believes, however, that this additional financing should provide better
care for afflicted individuals, rather than serve as a replacement for
State funds now being expended for this purpose.

The cost of this proposal is estimated at about $150 million a year

IV. ACTUARIAL COST ESTIMATES FOR THE OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE SYSTEM

A. FINANCING POLICY

1. Self-supporting nature of system

The Congress has always carefully considered the cost aspeets of
the old-age, survivors, and disability insurance system when amend-
ments to the program have been made. In connection with the 1950
anmendments, the Congress stated the belief that the program should
pe completely self-supporting from the contributions of covered
individuals and employers. Accordingly, in that legislation the pro-
vision permitting appropriations to the system from general revenues
of the Treasury was ropealed. ‘T'his policy has been continued in
subsequent amondments, The Congress has always very strongl
believed that the tax schedule in the law should make the system geli-
supp(;rting as nearly as can bhe forescen and, therefore, actuarially
sound,

2. Actuarial soundness of system

The concept of actuarial soundnoss as it applies to tho old-ago,
survivors, and disability infurance system differs considerably from
this concept as it applies to private insurance and private poension
lans, although there are certain points of similarity with the lattor.
%n connection with individual insurance, the insurance company or
other administoring institution must have sufficient funds on hand so
that if operations are terminated, it will be in a position to pay off
all the accrued liabilitics, 'This, howover, is not a nocossary basis
for a national compulsory social insuranco system and, morcover, is
not always the case for well-administered private ponsion plans, which
may not have funded all the liability for prior sorvice bonefits.
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It can reasonably be presumed that, under Government auspicos,
such a social insurance system will continue indefinitely into the future.
The tost of financial soundness, then, is not a question of whether
there are sufficient funds on hand to pay off all accrued liabilities.
Rather, the test is whether tho expected future income from tax con-
tributions and from interest on invested assets will be sufficient to
moot anticipated expenditures for benefits and administrative costs.
Thus, the concept of “unfunded accrued liability” does not by any
means have the same significance for a social insurance system as 1t
does for a plan established under private insurance principles, and it
is quite proper to count both on receiving contributions from new
entrants to the system in the future and on paying benefits to this
group. These additional assets and liabilities must be considered in
order to determine whether the systom is in actuarial balance.

Accordingly, it may be said that the old-age, survivors, and dis-
ability insurance program is actuarially sound if it is in actuarial
balance. This wiﬁ be the case if the estimated future income from
contributions and from interest earnings on the accumulated trust
fund investments will, over the long run, support the disbursements
for benefits and administrative exponses. Obviously, future experi-
ence may be expected to vary from the actuarial cost estimates made
now. Nonetheless, the intent that tho system be self-supporting (or
actuarially sound) can be expressed in law by utilizing a contribution
schedule that, according to the intermodiate-cost ostimate, results in
the systom being in balance or substantially close thereto.

The committee believes that it is a matter for concern if either
portion of the old-age, survivors, and disability insurance system shows
any significant actuarial insufficiency. T'raditionally, the view has
been held that for the old-age and survivors insurance portion of the
program, if such actuarial insufficiency has been no greater than 0.25
percent of payroll, it is at the point where it is within the limits of
‘permissible variation. The corresponding point for the disability
insurance portion of the system is about 0.05 percent of payroll (lowor
because of the relatively smaller financial magnitude of this program).
Furthermore, traditionally when there has been an actuarial msufli-
ciency exceeding the limits indicated, any subsequent liberalizations
in benefit provisions were fully financed by appropriate changes in
the tax schedule or through raising the earnings base, and at the same
time the actuarial status of the program was improved, The changes
provided in the bill are in conformity with these principles.

B. ACI'UARIAL BALANCE OF PROGRAM IN PAST YBARS

1. Status after enactment of 1962 act

The actuarial balance under the 1952 act ! was estimated, at the
time of enactment, to he virtually the same as in the estimates made
at tho time the 1950 act was enacted, as shown in table A, This was
the case because the estimates for the 1952 act took into consideration
the rise in earnings levels in the 3 years preceding the enactment of
that act, This factor virtually offset the increased cost due to the
benefit liberalizations made. Now cost estimates made 2 years after
the enactment of the 1952 act indicated that the level-cost (i.e., the
average long-range cost, based on discounting at interest, relative

1 The term 1952 act’’ (and similar terms) Is used to designate the system as it existed after the enactinent
of the amendments of that year,
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to taxable payroll) of the benefit disbursements and administrative
expenses was somewhat more than 0.5 percent of payroll higher than
the level equivalent of the scheduled taxes (including allowance for
interest on the existing trust fund).

TaBLe A.—Actuarial balance of OASDI program under various acls for varijous
estimates, intermediate-cost basis

[In percent]
Level-equivalent 1
Legislation Date of esti-
mate
Beneflt Contribn- Actuarial
costs ? tions balance !
0ld-age, survivors, and disability insurance ¢
1035 At e o e e e 1935 5,36 5,36 {ooooieaaas
1930 A0t - - oo 1939 5,22 5,30 +0.08
1639 act (as amended in the 1040's 8) .. ___._._._. 1950 4,46 3,98 -. 47
1950 80 - - oer e e 1850 6.20 6.10 .-, 10
1950 act 1962 5.49 5.90 +.41
1952 act 1952 - 8.00 5,90 ~.10
1052 act 1954 6,62 6,05 —, 87
1054 act 1954 7.560 7.12 —. 38
1954 acot 1956 7.45 7.20 ~. 10
1056 act 1056 7.8b 7.72 —, 13
1956 act 1058 8.2h 7.83 —.42
1058 not 1058 8.76 8,62 —.24
1958 act 1960 8.73 8,08 —.05
1600 act. 1960 8,98 8.08 —.30
1081 act. . 1061 9.35 ©.05 -. 30
1001 act. . 1963 0.33 9,02 —, 31
1961 act 1004 0.30 9.12 —.24
1064 bill ?.l TOUSB) e e oo 1004 9.61 0.41 —~.20
1904 bill (Senate committee)..vw-ocomooaa oo 1964 0.63 0.41 ~,22
Old-age and survivors insurance 4

Y056 Q0L v e 1056 7.43 7,23 —0.20
1050 80t oo oo e ieiceceeee | 1058 7.90 7.33 —~. b7
1058 A0t - e i iieaaas " 1058 8.27 8.02 —.25
1058 A0 . o oo mee e e e et 1060 8.38 8.18 —.20
1060 ACY o e e e e e 1660 8.42 8.18 —. 24
1000 act . oo P 1604 8.70 8.65 L
JOBL Q0 a m e e e c o 1063 8,09 8, 62 - 17
1061 et eeceeeeaee .- 1004 8,72 8,02 -.10
1864 bill }Ilouso) .......... 1064 8,96 8.76 - 10
1064 hill (Sonato committe 1004 8,97 8.76 -, 21

Disabillty Insurance ¢
1060 et . i cieecaranan - 10560 0.42 0.40 -{-0.07
L A 1058 ,3b .60 +. 15
8 Y P 1968 .49 il _l 01
1058 ACa o o e e e e it 1860 36 50 -, 16
1000 80 e v e e e cieaeaes 1060 60 50 -, 00
L) B U P 1901 60 .60 ~, 00
1) Y1 P 1963 04 , 60 —. 14
L § ) Vo] A USSR 1004 .04 .60 —, 14
1964 hill ?Iouse) ................................ 1064 .06 .05 -, 01
1664 bill (Senate committee)....ocoemoeemannan. 1964 .66 .65 —.01

1 Bxpressed as a porcentage of effective taxable payroll, including adjustment to rofleet tho lower con-
tributfon rate for the solf-employed as compared with the combined vmployer-smployee rato,

*Including adjustments (a) t0 rofiect the lowor contribution rate for the self-employed as compared
with the combined employer-omployee rato, (b) for the interest carmings on the oxisting trust fund, (¢) for
administrative expense costs, and (d) for the net cost of the financlal Interchange provisions with the
rallrond retirement system, }

1A neﬁ{\tlve figure indicates the extent of lack of actuarial balance. A positive figure indieates moro
than suflolent Ananeing, according to the particular estimate,

{'Phe disability insurance program was inaugurated in the 1956 act so that all figures for previous leglslation
aro for the old-age and survivors insuranco program only,

§ The major changes being in the revision of the contribution sehedule; as of the beginning of 1950, the
ultimate combined employer-mployee rate schoduled was only 4 percent,

NoTE.~~Tho flgures for the 1950 act and for the 1852 act according to the 1952 estiinates have heon ravised
?]S compared with those presented previously, so as to place them on a comparable basls with the Iater
gures, :
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2. Status after enactment of 1954 act

Under the 1954 act, the increase in the contribution schedule met
all the additional cost of the benefit changes made then and at the
same time reduced substantially the actuarial insufficiency that the
then-current estimates had indicated in regard to the financing of the
1952 act. '

3. Status afler enactment of 1956 act

The estimates for the 1954 act were revised in 1956 to take into
account the rise in the earnings level that had occurred since 1951-52,
the period that had been used for the earnings gssumptions for the
estimates made in 1954, Taking this factor into account veduced the
lack of actumrial balance under the 1954 act to the point where, for
all practical purposes, it was nonexistent. T'he benefit changes made
by the 1956 amendments were fully financed by the increased con-
tribution income provided. Accordingly, the actuarial balance of the
system was unaflected.

Following the enactment of the 1956 legislation, new cost estimates
were made to take into account the developing experience; also, certain
modified assumptions were made as to anticipated future trends. In
195657, there were very considerable numbers of retirements from
among the groups newly covered by the 1954 and 1956 amendments, so
that henefit expenditures ran considerably higher than had previously
been estimated. Moreover, the analyzed experience for the recent
years of operation indicated that retivement rates had risen or, in other
words, that the average retivement age had dropped significantly.
This may have been due, in large part, to the liberalizations of the
retirement test that had been made in recent years—so that aged
persons are better able to effectuate a smoother transition from full
employment. to full retivement. The cost estimates made in early
1058 1ndicated that the program was out of actuarvial balance by
somewhat more than 0.4 percent of payroll.

4. Status after enactment of 1958 act

The 1958 amendments recognized this situation and provided addi-
tional financing for the program—both to reduce the lack of actuarial
balance and also to finance certain benofit liberalizations made., In
fact, one of the stated purposes of the legislation was “to improve the
actuarial status of the trust funds.” This was accomplished by
introducing an immediate increase (in 1959) in the combined employer-
employee contribution rate, amounting to 0.5 percent, and by advanc-
ing the subsequently scheduled inereases so that they would oceur at
3-year intervals (beginning in 1960) instead of at 5-year intervals,

Thae revised cost estimates made in 1958 for the disability insurance
program contained certain modified assumptions that recognized the
emorging experience under the new program. As a result, the moder-
ate actuarinl surplus originally estimated was increased somewhat, and
most of this was used in the 1958 amendments to finance certain
benefit liberalizations, such as inclusion of supplemontal benefits for
certain dependents and modification of the msured status require-
ments,

§. Status after enactment of 1960 act

At the beginning of 1960, the cost estimates for the old-age, sur-
vivors, and disability insurance system were reexamined and were
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modified in certain respects. The earnings assumption had previ-
ously been based on the 1956 level, and this was changed to reflect
the 1959 level. Also, data first. became available on the detailed
operations of the disability provisions for 1956, which was the first
full year of operation that di(f not involve picking up “backlog’ cases.
It was found that the number of persons who meet the insured status
conditions to be eligible for these benefits had beeén significantly over-
estimated. It was elso found that the disability incidence experience
for eligible women was considerably lower than had been originally
estimated, although the experience for men was very close to the inter-
mediate estimate. Accordingly, revised assumptions were made in
reﬁ;ard to the disability insurance portion of the program. As a re-
sult, the changes made by the 1960 amendments could according to
the revised estimates, be made without modifying the financing
provisions,

6. Status after enactment of 1961 act

The changes made by the 1961 amendments involved an increased
cost that was fully met by the changes in the financing provisions
(namely, an increase in the combined employer-employee contri-
bution rate of one-fourth of 1 percent, a corresponding change in the
rate for the self-employed, and an advance in the year when the
ultimate rates would be effective—{rom 1969 to 1968)., As a result,
the actuarial balance of the program remained unchanged.

Subsequent to 1961, the cost estimates were further reexamined
in the light of developing experionce. The earnings assumption was
changed to reflect the 1963 level, and tho interest-rate assumption
used was modified upward to reflect recent experience. At the same
time, the retirement-rate assumptions were increased somewhat to
reflect the experience in respect to this factor. The further develop-
ing disability expericnce indicated that costs for this portion of the
program woro significantly higher than previously estimated (because
benefits are not being terminated by death or recovery as rapidly as
had been originally assumed). Accordingly, the actuarial balance of
the disability insurance program was shown to be in an unsatisfactory
position, and this has been recognized by the Board of Trustees, who
recommended that the allocation to this trust fund should be increased
(while, at the snme time, correspondingly deereasing the allocation to
the old-age and survivors insurance trust fund, which under present
law is estimated to be in satisfactory actuarial balance even after such
a reallocation). . '

C. BASIC ASSUMPTIONS FOR COST ESTIMATES

1. @eneral basis for long-range cost estimates

Benefit disbursements may be expected to increase continuously
for at least the next 50 to 70 years because of such factors as the aging
of the population of the country and the slow but steady growth of
the benefit roll. Similar factors are inherent in any retirement pro-
gram, public or private, that has been in operation for a relatively
short period. Kstimates of the future cost of the old-age, survivors,
and disability insurance program are affected by many elements that
are difficult to determine. Accordingly, the assumptions used in the
actuarial cost estimates may differ widely and yet be reasonable,
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The long-range cost estimates (shown for 1975 and thereafter)
are presented on a range basis so as to indicate the plausible varia-
tion in future costs depending upon the actual trends developing for
tho various cost factors. Both the low- and high-cost estimates are
based on high economic assumptions, intended to represent close to full
employment, with average annual earnings at about the level pre-
vailing in 1963. In addition to the presentation of the cost estimates
on a range basis, intermediate estimates developed directly frem the
low- and high-cost estimates (by averaging their components) are
shown so as to indicate the basis for the financing provisions.

The cost estimates are extended beyond the year 2000, since the
agod population itself cannot mature by then. The reason for this is
that the number of births in the 1930’s was very low as compared
with subsequent experience. As a result, there will be a dip in the
relative proportion of the aged from 1995 to about 2010, which would
tend to result in low benefit costs for the old-age, survivors, and
disability insurance system during that period. Accordingly, the year
2000 is by no means a typical ultimate year insofar as costs are
concerned.

2. Measurement of costs in relation to taxable payroll

In general, tho costs are shown as percentagoes of covered payroll.
This is the best moasure of the financial cost of the program, Dollar
figuros taken alone are misleading. For example, a higher earnings
lovel will increase not only the outgo of the system but also, and to
a greater extont, its incomo. Tho result is that the cost relative to
payroll will decrease. TIn fact, if the level of earnings that will appar-
ently occur in 1964 (according to the exporienco of the first few
months) were utilized, the lack of actuarial balance of the ontire
program would be reduced from the figure of 0.20 percent of taxable
payroll shown in table A to about 0.13 percent.

3. deneral basts for short-range coat estimates

The short-rango cost estimates (shown for the individual years
1965-72) are not prosonted on a range basis since—-assuming a con-
tinuation of presont economic conditions—it is belioved that tho
domographic factors involved can be reasonably closely forecast, so
that only a single estimato is necessary. A gradual rise in the earn-
ings level in tho future, paralleling that which has occurred in the
past fow yoars, is assumoc*. As a voeult of this assumption, contribu-
tion income is somewhat higher than if level earnings were assumed,
while benefit outgo is only slightly affectod.

The cost. estimates have been prepared on the basis of the same
sssumptions and methodology as those contained in the 24th Annual
Report of the Board of Trustees of the Federal Old-Age and Survi-
vors Tnsurance Trust Fund and the Federal Disability Insurance
Trust Fund (H, Doc. No. 236, 88th Cong.).

4. Level-cost concept

Animportant measure of long-range cost is the level-equivalent con-
tribution vate required to support the system into perpetuity, based
on discounting at interest. Tt is assumed that benefit payments and
taxable payrolls remain level aftor the year 2050, If such a level
rate were adopted, relatively large accumulations in the old-age and
survivors insurance trust fund would result, and in consequence there
would be sizable eventual income from interest. Even though such a
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method of financing is not followed, this concept may be used as
a convenient measure of long-range costs. This is a valuable cost
concept, especially in comparing various possible alternative plans and
provisions, since it takes into account the heavy deferred benefit costs.

5. Future earnings assumptions

The long-range estimates are based on level-earnings assumptions.
This, however, does not mean that covered payrolls are assumed to be
the same each year; rather they are assumed to rise steadily os the
population at the working ages is estimated to increase. If in the
future the earnings level should be considerably above that which now
prevails, and if the benfits are adjusted upward so that the sunual
costs relative to payroll will remain the same as now estimated for the
present system, then the incrensed dollar outgo resulting will offset
the increased dollar income. This is an important reason for con-
sidering costs relative to payroll rather than in dollars.

The long-range cost estimates have not taken into account. the pos-
sibility of a rise in earnings levels, although such a rise has character-
ized the past history of this country. 1If such an assumption were
used in the cost estimates, along with the unlikely assumption that
the benefits, nevertheless, would not be changed, the cost relative to
payroll would, of course, be lower,

It is important to note that the possibility that a rise in earnings
levels will produce lower costs of the program in relation to payroll is
a very important safety factor in the financial operations of the
system. The financing of the system is based essentially on the inter-
medinte-cost estimate, along with the assumption of level earnings;
if experience follows the high-cost assumptions, additional financing
will be necessary, However, if covered earnings incréase in the future
as in the past, the resulting reduction in the cost of the program
(expressed as a percentage of taxable payroll) will more than offset
the higher cost arising under experionce f}:)ll()\ving the high-cost csti-
mate, If.the latter condition prevails, the reduction in the relative
cost of the program coming from rising earnings levels can be used to
maintain thoe actuarial soundness of the system, and any remaining
savings can be used to adjust benefits upward (to a lessor degree than
the increase in the carnings level),  The possibility of future increases
in earnings levels should be considered only as a gafety factor and not
as a justification for adjusting benefits upward in anticipation of
such increases.

If benefits are adjusted currently to keep pace with rising earnings
trends as they occur, the year-by-year costs as a percentage of payroll
would be unaffected. If benefits are increased in this manner, the
level-cost of the program would be higher than now estimated, since,
under such circumstances, the relative importance of the interest
receipts of the trust funds would gradually diminish with the passago of
time. If earnings and benefit levels do consistently rise, thorough
consideration will need to he given to the financing basis of the system
because then the interest receipts of the trust funds will not meet as
large o proportion of the benefit costs as would be anticipated if the
earnings level had not risen,

6. Interrelationship with railroad retirement system

_ An important element affecting old-age, survivors, and disability
insurance costs arose through amendments made to the Railroad
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Retirement Act in 1951, These provide for a combination of railroad
retirement compensation and old-age, survivors, and disability insur-
ance covered earnings in determining benefits for those with less than
10 years of railroad service (and also for all survivor cases). :
inancial interchange provisions are established so that the old-age
and survivors insurance trust fund and the disability insurance trust
fund are to be placed in the same financial position in which they
would have been if railroad employment lza£ always been covered
under the program. It is estimated that over the long range the
net effect o? these provisions will be a relatively small loss to the old-
age, survivors, and disability insurance system since the reimburse-
ments from the railroad retirement system will be somewhat smaller
than the net additional benefits paid on the basis of railroad earnings.

7. Reimbursement for costs of military service wage credits

Another important clement affecting the financing of the program
arose through legislation in 1956 that provided for reimbursement
from general revenues for past and future expenditures in respect to
the noncontributory credits that had beon granted for persons in
military service before 19567. The cost estimates contained here
reflect tho effect of these reimbursements (which are included as con-
tributions), based on the assumption that the required appropriations
will be made in thoe future.

8. Inclusion of cost effects of H.IR. 9393

The cost estimates presented here include not only the ~ffect of this
bill, but also the effect of the provisions of H.R. 9393, on which the
committee has also reported favorably. The major cost effect of this
bill is to provide full retroactivity for disability determinations, which
is only of short-range cost effect—with respect to the existing backlog.

D. INTERMEDIATE-COST ESTIMATES

1. Purposes of intermediate-cost estimates

The long-range intermediate-cost estimates are developed from the
low- and high-cost cstimates by averaging them (using the dollar esti-
mates and developing therefrom the corresponding estimates relative
to payroll). The intermoediate-cost estimate does not represent the
most probable estimate, since it is impossible to develop any such
figures. Rather, it has beon set down as a convenient and readily
available single set of figures to use for comparative purposes.

The Congress, in enacting the 1950 act and subsequent legislation,
was of the belief that the old-age, survivors, and disability insurance
program should be on a completely self-supporting basis or, in other
words, actuarially sound. Therefore, a single estimate is necessary
in the development of a tax schedule intended to make the system
self-supporting. Any specific schedule will necessarily be somewhat
different from what willp actually be required to obtain exact balance
betweon contributions and benefits. ‘This procedure, however, does
make the intention specific, even though in actual practice future
changes in the tax schedule might be necessary. Likewise, exact
self-support cannot be obtained from a specific set of integral orv
rounded fractional tax rates increasing in orderly intervals, but rather
this principle of self-support should be aimed at as closely as possible.
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2. Contribution rate schedule in bill

The coutribution schedule contained in the committee bill is higher
than that under present law by 0.35 percent in the combined employer-
employee rate in 1965, is lower by 0.256 percent in 1966-70, and is
higher by 0.35 percent in 1971 aad thereafter. The maximum earn-
ings base to which these tax rates are applied is $5,400 per year under
the committee bill as compared with $4,800 under present law.
These tax schedules are as follows:

[In percent)
Present law Committee bill
Calendar year
Employee Self- Employee Self-
rate (samne employed rate (same employed
for employer) rate for employer) rate
3,625 5.4 3.8 5.7
. 4,125 8.2 4.0 6.0
4,625 6.9 4.5 6.8
4,625 6.9 4.8 7.2

3. Interest rate used in cost estimaies

The interest rate used for computing the level-costs for the com-
mittee bill is 3)4 percent for the intermediate-cost estimate. This
is somewhat above the average yield of the investments of the trust
funds at the end of 1963 (about 3.0 percent), but is below the rate
currently being obtained for new investments (about 4)% percent).

4. Actuarial balance of 0.ASDI system '

Table A has shown that under the 1961 amendments the lack of
actuarial balance of the old-age and survivors insurance system
that was estimated at the time of enactment was 0.24 percent of
taxable payroll. The disability insurance system similarly 51&(1 a lack
of actuarial balance of 0.06 percent of payroll. The effect of these
amendments on the combined old-age, survivors, and disability
insurance system was an acturial deficit of 0.30 percent of taxable
payroll, which is within the margin of variation possible in the actu-
arial cost estimates, and which was about the same as had gonerally
prevailed in the past when the system has been considered to be in
substantial actuarial balance. 'The latest cost estimates made for
the 1961 act indicate that there is an actuarial deficit of 0.24 percent
of taxable payroll for the combined system, but that this deficit is
0.14 percent for the disability insurance portion, and 0.10 percent
for the old-age and survivors insurance portion.

Under the committee bill the benefit changes proposed would, it
is estimated, be more than financed by the increases in the contribu-
tion rates and the earnings base, Accordingly, the previous lack of
actuarial balance is significantly reduced. 7The level-cost of the
benefits and the level-equivalent of the contributions are somewhat
higher than in respect to the 1961 act according to the estimate made
when it was enacted, not only because of the provisions of the bill
but also because of the valuation date being 2 years later (beginning of
1964, instead of beginning of 1962); but the relative relationship of
benefits and contributions is about tho same. '

Table B traces through the change in the actuarial balance of the
system from its situation under the 1961 act, according to the latest
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estimate, to that under the committee bill, by type of major changes
involved.

TaBLE B.—Changes in actuarial balance, expressed in terms (éf estimated level-
cosl as percentage of laxable payroll, by type of change, intermediate-cost estzmate,
present law and commiltee bill, based on 3.6 percent interest

{In percent)
Old-age and | Disability Total
Item survivors insurance system
insurance
Actuarial balance of present system.__.______._.___._.__.__._.... —0.10 —0.24
Earnings base of $5,400. .. .. ... +.23 +.25
Revised contribution schedule. ... ... .. . .. ... -+.16 -+.30
5-percent increase in benefits ... ... . ... —. 49 —. 42
Child's Yenefits to age 22 if in school —. 09 —. 10
Actuarially reduced benefits for widows at age 60_ _ ... |ao e e
Transitional fnsured status for certain persons aged 72 and over. —.01 -, 01
Potal effect of changes fIn bill. ... .. ... —-. 11 +.02
Actuarial bulance under M. . el -, 21 -,

t This increase applies only on the 1st $400 of average monthlf' wage. The same benefit factor under-
lying p‘resou;;&;v for average monthly wages in excess of $110 applies for that portion of the average monthly
wage above R

The changes made by the committee bill would improve the
actuarial position of the old-age, survivors, and disability insurance
system. The estimated actuarial deficit of 0.24 percent of taxable
payroii for the present system would be reduced to 0.22 percent,
which is well below the amounts that had generally prevailed in the
past when the system had been considered to be substantially in
actuarial balance. T'he reduction in the actuarial deficit would have
been slightly larger under the House-approved bill to (0.20 percent of
taxable payroll—due to the savings to the system resulting from the
provisions that would have extended coverage to doctors of medicine
and to tips, which were deleted by the committee). Moreover, the
disability insurance system—as a result of the reallocation of the
contribution income, described previously, more than offsetting the
effects of the benefit liberalizations—is shown to be in almost exact
actuarial balance, while the corresponding figure for the old-age and
survivors insurance system is well within acceptable lirnits.

It should be emphasized that in 1950 and in subsequent amend-
monts, the Congress did not recommend that the system be financed
by a high-lovel tax rate in the future, but rather recommended an
increasing schedule, which, of necessity, ultimately rises higher than
such a level rate.  Nonotheless, this graded tax schedule wi i produce
a considerable excess of income over outgo for many years so that a
sizable trust fund will develop, although not as large as would arise
under an equivalent level tax rate. 'This fund will be invested in
Government sccurities (just as is also the case for the trust funds of
the ecivil service rotirement, railroad retirement, national service
life insurance, and U.S. Government life insurance systems). The
resulting interest income will help to bear part of the higher benefit
costs of the future.

5. Level-costs of benefits, by type

The level-cost of the old-age and survivors insurance benefits
(without considering administrative expenses and the offect of interest
earnings on the existing trust fund) under the 1961 act, according to
tho Intest intermedinte-cost estimate, wasg about 8.7 percent of payroll,
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and the corresponding figure for the program as it would be modified
by the committee bill is about 9.0 percent. The corresponding
figures for the disability benefits are about 0.65 percent for both the
1961 act and after taking into account the committee bill.

Table C presents the benefit costs for the system as it would be
after enactment of the comimittee bill, separately for each of the
various types of benefits.

TasLe C.— Estimaled level-cost of benefit payments, administralive expenses, and
inlerest earnings on existing lrust fund after enactment of committee bill as per-
centage of taxable payroll,! by type of benefit, intermediate-cost estimate at 3.6
percent tnierest

{In percent)

Old-age and | Disability
Item survivors insurance
insurance
Primary benefits. ... ... el e eeeeeaan 6.35 0.54
WH6'8 DNt . oo e eameaan .62 .03
Widow's benofifS. . aceceecceean 1. 14 (?)
Parent’s beneflts. .. eiieiiicieaaas .01 *)
Child’'s benefits..........._..__. .68 .08
Mother’s benefits._....__._.___. .15 *)
Lump-suin death payments 11 )
Potal benefits. .o o o i eeeeeeanen 8. 96 .65
Administrative OXpPenses. oo o i iaeeaiaeeaann Bt} .03
Rallrond retirement financlal Interchange... ... . ....... O
Interest on existing trust fund V.. iiiiiiaan - 17 —.02
Net total lovel-Cost. . oo i 8.97 B0

t Including adjustment to reflect tho lower contribution rate for the self-employed as compared with the
combined employer-employeo rato, ,

3This type of benefit is not payablo under this program,

1 This item s taken as an offsct to the benefit and administrative expense cosats.

The level contribution rate equivalent to the graded schedules in
the law may be computed in the same manner as level-costs of benefits.
Theso are shown in table A, as arve also figures for the net actuarial
balances.

6. OAST income and outgo tn near future

Under the committee bill, old-age and survivors insurance benefit
disbursements for the calendar year 1964 will be increased by about
$120 million, since the effective dates for the incrensed benefits are
cithor the first or second months after the month of enactment.
T'here will, of course, be no additional income during 1964, since the
contribution rate increase and the change in the earnings base are
effective on January 1, 1965.

In calendar year 1964, benefit disbursements under the old-age and
survivors insurance system as modified by the committeo bill will
totel about $15.1 billion. At the same time, contribution income
for old-age and survivors insurance in 1964 will amount to about
$15.3 billion under the committee bill, the same as under present
law. Thus, contribution income under the committce bill 1s esti-
mated to exceed benefit outgo by about $200 million, whereas under
present law the corresponding figure is $300 million, The size of
the old-age and survivors insurance trust fund under the committee
bill will, on the basis of this estimate, remain virtually unchanged
in 1964 (interest receipts are somewhat less than the outgo for ad-
minstrative expenses and for transfers to the railroad retirement ac-
count); under present law, it is estimated that this trust fund would



28 SOCIAL SECURITY AMENDMENTS OF 1964

ir}crease by about $135 inillion as between the beginning and the end
of 1964.

In 1965, benefit disbursements under the old-age and survivors
insurance system as it would be modified by the committee bill will
be about $17.1 billion, or an increase of about $1.4 billion over present
law. Contribution income for old-age and survivors insurance under
the committee bill for 1965 will be $17.0 billion, an increase of about
$1.2 billion over present law. Accordingly, in 1965, there will be an
excess of benefit outgo over contribution income of about $140 million
under the committee bill. The situation will change in 1966 (as a
result of the scheduled incresse in the tax rate), and there will be an
excess of contributions over benefit outgo of about $720 million in
1966 and about $650 million in 1967.

Under the system as modified by the committee bill, according to
this estimate, the old-age and survivors insurance trust fund will thus
decrease slightly in 1965 from its size of $18.5 billion at the end of
1963 and 1964, declining to $18.2 billion at the end of 1965. At the
end of 1966, however, it is estimated to rise to $18.7 billion. Under
present law, o small increase in the trust fund during 1964-65 is
estimated, about $60 million.

7. DI income and outgo in near future

As to the disability insurance system, s it would be affected b
the committee bill in calender year 1964, benefit disbursements will
total about $1,340 million (or about $45 million more than under
present law), and there will be an excess of benefit disbursements
over contribution income of about $210 million. In 19656 end the
years immedintely following, contribution income will be well in ex-
cess of benefit outgo (as a result of the increased ellocation to this
trust fund, as provided the committee bill),

8. Increases 1n benefit disbursements in 1966, by cause

The total benefit disbursements of the old-ege, survivors, and dis-
ability insurence system would be incressed by about $1.5 billion in
1965 as o result of the changes that the committee bill would meke.
Of this amount, about $925 million results from the 5-pereent bene-
[it inereese, $175 million from the benelit payments to children aged
18-21 who are in full-time school attendanee, $150 million from the
benefit pryments to widows aged 60-61, $160 million from the liberal-
ization of the insured-statug provisions for certnin persons aged 72
and over, end $60 million from the removal of the retrogctivity dend-
line for disebility benefits.
9. Long-range operations of OAST trust fund

Table 1 gives the estimated opevation of the old-age and survivors
insurnnce trust fund under the program as it would be changed by
the committee bill for the long-range future, based on the inter-
mediate-cost estimate. [t will, of course, be recognized that the
figures for the next two or three decades are the most reliable (under
the assumption of level-earnings trends in the future) since the popu-
Intions concerned—hoth covered workers and beneficiaries—aro
alveady born,  As the estimates proceed further into the future, there
is, of course, much more uncertainty—if for no reason other than the
relative difficulty in predicting future bivth trends-—but it is desirable
and necessary, nonetheless, to consider these long-range possibilities
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under a social insurance program that is intended to operate in
perpetuity.

TasLe D.—Progress of old-age and survivors insurance trust fund under system as
modified by commitlee bill, intermediate-cost estimale at 3.6 percent interest *

{In millions]

Railroad
Contribu- Benefit Adminis- | retirement | Interest on | Balance in
Calendar year tions payments trative financial fund ¢ fund 3
expenses inter-
change 3
Actual data
33, 367 $1,885 £3.] N I, $417 315, 540
3,819 2,141 0 88 | ..oa.-. 365 17,442
, 045 3, 006 881 ... 414 18,707
5,163 3,070 092 —~$21 447 20,576
5,713 4,968 119 -7 454 21, 663
6,172 5,715 132 ) 526 22,519
0, 825 7,347 4162 -2 556 22,393
7, 566 8,327 4104 124 552 21, 864
‘8,052 9, 842 184 282 632 20, 141
50 . . 10, 866 10,677 203 318 518 20,324
1961 . L iialll- 11,285 11, 862 239 332 548 19,725
1902 e ieiaa.- 12,059 13,356 256 361 526 18, 337
1063 . o iiiaaoo- 14, 541 14,217 281 423 521 18, 480
Estimated data (short-range estimate)
12,15 SR $15,314 $16, 125 $314 $423 $543 $18,475
1005, . i iiaieaaas 16, 978 17,115 322 418 558 18, 156
980, . iiean 18, 615 17,892 324 455 579 18,679
007 . e iiiiaaaos 19, 202 18, 647 338 465 620 19, 143
11 22, 008 19, 443 343 455, 701 21, 699
1969 . . ieiieaaaas 23,227 20, 242 350 445 763 24, 652
1070, . ieeaaea 23,855 21,022 357 420 897 27,605
071 s 20, 035 21, 788 364 410 1,062 32,139
197 e aiieaaneaan 27, WY 22, 541 a7 384 1,208 * 37,198
mstimated data (Jong-ranee eatimate)
1978 e e e e $26, 574 $23, 360 $304 $325 $1, 510 $48, 303
1980, ... et 28, 26, 824 436 160 2,136 08, 577
1900, e aaaan 32, 831 33,478 [:3 . 2 P 2, 995 91, 348
200 i eeaaaaaaan 38, 079 36, 851 504 -~ 55 3,076 121, 634
41 ) 45, 008 50, 606 730 --85 8,166 243, 885

' An Interest rate of 3.5 percont Is used In determining the lavel-costs, but In developing the progress of
tho trust fund a varying rate in the early years has beon used, which 18 equivalent to such flxed rate,

1A negative figure Indieates payment to the trust fund from the raflroad retirement account, and a poal-
tive gure Indicates the roverse.

1 Not Including amounts In the raflroad rotivenent account to the credit of tho old-ago and survivors
Insurance trust fund, In millions of dollars, these amounted to $377 for 1053, $284 for 1054, $163 for 1055, $60
for 1958, and nothing for 1967 and thereafter,

tThese figures are artificially high because of the method of relmbursements betwoen this trust fund and
the disability insurance trust fund (and, likewiso, the figure for 1959 I3 too low),

. x?c\;):r-()ontrlbutIons include refinbursement for additional cost of noncontrihutory credit for military

In every year after 1965 for the next 20 years, contribution income
undor the system as it would be modified by the committee bill is
estimated to exceed old-age and survivors insurance benefit disburse-
ments, Hven after the benefit-outgo curve rises shoad of the con-
tribution-income curve, the trust fund will nonetheless continue to
incrense beeauso of the offoct of interest earnings (which more than
meet the administrative exponse disbursemonts and any financial
interchanges with tho railroad retirement program). As a rosult, this
trust fund is estimated to grow steadily under the long-range cost
estimato (with a lovel-oarnings assumption), reaching $48 billion in

36-038—64-——8
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1975, $67 billion,in 1980, and over $120 billion at-the end of this
century. In the veéry far distant future, namely, in about the year
2025, the trust fund is estimated to reach a maximum of about $250
billion, and then decrease. :

10. Long-range operations of DI trust fund

The disability insurance trust fund, under the program as it would
be changed by the committee bill, grows slowly, but steadily after
1965, according to the intermediate long-range cost estimate, as shown
by table E. In 1975, it is shown as being $2.3 billion, while in 2000, the
corresponding figure is $3.4 billion. There is a small excess of con-
tribution income over benefit dishursements for every year after 1964.

TaBLe B.—Progress of disability insurance trust fund under system as modified by
committee bill, intermediate-cost estimate at 3.5 percent interest !

{In millions]

. Raoflroad
Contri- Benefit Adminis- | retiroment { Interest on | Balance in
Calendar year butions | payments trative financial fund ! fund
expenses inter-
change?
Actual data
1087 L $7102 . $57 LI 5 2N R $7 $649
1988, .o ee e 0066 249 812 | .. 25 1,379
1989, e e oo e 8901 457 50 ~$22 40 1,825
1960, oo 1,010 568 36 -8 53 2,280
5 IR 1,038 887 64 5 66 2,437
1082, i 1,048 1,105 86 11 68 2, 368
1003, e 1,009 1,210 68 20 66 2,235
Estimated data (short-range estimato)
10684 . il $1,133 $1,337 $32 $20 $63 $1, 002
1000, e 1,639 1, 86 19 69 1,078
| R N 1,663 1,676 88 20 59 2,016
L 1,708 1,626 083 16 60 2,050
1068, e iicemaiaaaaae 1,769 1, 660 00 15 60 2,008
1900, e s e 1,809 1,691 09 15 61 2,103
1070, e e et 1,801 1,718 102 15 04 2,255
)87 4 1,M5 1,742 105 16 09 2,371
1072 e 1,071 1,708 108 16 78 2, 535
Estimated data (long-range cstimatg)
1076, eeecaacaie e eacaaan $1,031 $1, 004 $103 $0 $72 $2, 258
1080, ceeeeeeicmcaaes aeasamans 2,083 2,060 100 -1 60 2,107
1000, .0 iiiciniavmnecnanas 2,384 2,284 100 —~4 7 2,334
2000, e cemeceamreacaamnanee 2,700 2,683 120 -4 100 3,372

' An interest rato of 3.6 vereent I8 uged In determining the lovol-costs, but in doveloping the {)rogross of
tho trust fund g varying rate in the early years has heen uged, whioh I3 oquivalent to such fixod rato.

7 A negative figurd indleates paymentto the trust fund from the raliroad retirement account, and a post-
tive Ngure indleates the reverse,

$Theso fignures are artifcially low beeauso of the method of reimbursements between this trust fund and
the old-ngo and survivors insurance trust fund (and, Hkewlse, thoe figure for 1959 is too high),

N?T}:.-——Contrlbntions include refmbursement for additlonnl cost of noncontributory credit for military
service,

I, COST BESTIMATES ON RANGIE BASIS

1. Long-range operations of irust funds

Table I shows the estimated operation of the old-age and survivors
insurance trust fund under the program as it would be changed by
tho committee bill for tho low- and high-cost estimates, while tablo
G gives corresponding figures for the disability insurance trust fund.
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Under the low-cost estimate; the old-age and survivors insurance
trust fund builds up quite rapidly and in the year 2000 is shown as
being about $285 billion and is.then growing at a rate of about $17
billion a year. Likewise, the disability insurance .trust fund grows
steadily under the low-cost estimate, reaching about $6 billion in
1980 and $22 billion in the year 2000, at which time its annual rate
of growth is about $1 billion. For both trust funds, under these
estimates, bénefit disbursements do not exceed contribution income
in any year after 1964 for the foreseeable future.

TasLe F.—Estimated progress of old-age and survivors insurance trust fund under
system as modified by commitlee bill, low- and high-cost estimated

{In millions)

Rallroad
Adminis | retirement
Calendar year Contrl- Benefit trative financial | Interest on | Balance in
tions payments | expenses inter- fund ? fund
change !
Low-cost estimate
1 SN $27,138 $22,803 $365 £2080 $1,975 $50, 001
1080 . ee oo aiiaas 20, 584 26, 027 402 115 3,042 88, 426
1990, o i 35,011 31, 844 474 —40 5,607 | - 159,308
2000 e e e cemaaaaas 41,743 34,497 520 —95 10, 034 284, 469
High-cost estimate
1078, i $26, 013 $23, 827 $422 $360 '$1,157 $38, 052
1080, oo imreiceccaaan 27,784 | . 27,621 409 185 1,407 46,018
1990, 10 oo e cenameacenacacan 30, 649 35,112 556 40 838 | 27, 601
2000 < e e aee e naaan 34,415 39, 204 600 ~15 ®) ®

1 A negative ﬁfmre indicates payment to the trust fund from the railroad retirement account, and a positive
figure indlcates the reverse. .

1 At Intorest rates of 3,76 percent for the low-cost estimate and 3.25 percent for the high-cost esthinate.

3 Fund exhausted in 1996,

N?n:.—Contrlbutlons fnclude reimbursement for additional cost of ﬁoncontrlbutory credit for military
service,

Tanry G.—FEstimated progress of disability insurance trust fund under system as
modified by commilles bill, low- and high-cost estimaltes

[In mililons)

. . Raflroad
Contribu- | Benefit | ‘Adminis- | retiromont | Interest on | Balance in
Calondar year tions payments teativo |, finanelal fund ? fund
oxpenses inter-
change !

Low-cost estimato

1078 e e $1,073 $1,770 $04 $2 $151 $4, 301
1980, .. ..., 2, 150 1, 909 05 -0 200 , 050
W90, e 2, 544 2,107 93 -9 401 11,400
200 e 3,033 2,512 103 -9 765 21,0621
High-cost estimate
W75 . $1,480 $2,033 $112 $10 1 $109
WSO ... 2,017 2,212 117 4 () ?
WO e e, 2,225 2, 460 120 1 O] O]

YA negative Nguro indieates payment to the trust fund from tho rallroad rotirement account, and a positive
flgure Indieates tho roverso,

T AL interest rates of 3,76 pereent for tho low-cost estimate and 3,25 percent for the high-cost estimate,

3 Fund exhausted in 1076,

ac;\‘"(‘)n:.w(:ontrllnulons inelade relmbursoment for additional cost of noncontributory credit for military
co.,
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On the other hand, under the high-cost estimate the old-age and
survivors insurance trust fund builds up to a maximum. of about
$46 billion in about 15 years, but decreases thereafter until it is ex-
hausted shortly before the year 2000, Under this estimate, benefit
disbursements from the old-age and survivors insurance trust fund are
less than contribution income during all years after 1964 and before
1981.

As to the disability insurance trust fund, under the high-cost
estimate, in the early years of operation the contribution income is
about the same as the benefit outgo. Accordingly, the disability
insurance trust fund, as shown by this estimate, will be about $2
billion during the first few years after 1964 and will then slowly
decrease until it is exhausted in 1976.

The foregoing results are consistent and reasonable, since the system
on an intermediate-cost-estimate basis is intended to be approximately
self-supporting, as indicated previously. Accordingly, a low-cost
estimate should show that the system is more than self-supporting,
whereas a high-cost estimate should show that a deficiency would arise
later on. In actual practice, under the philosophy in the 1950 and
subsequent acts, as set forth in the committee reports therefor,
the tax schedule would be adjusted in future years so tﬁat none of the
developments of the trust funds shown in tagles F and G would ever
eventuate. Thus, if experience followed the low-cost estimate, and if
the benefit provisions were not changed, the contribution rates would
probably be adjusted downward—or perhaps would not be increased
i future years accordin% to schedule. On the other hand, if the
experience followed the high-cost estimate, the contribution rates
would have to be raised above those scheduled. At any rate, the high-
cost estimate does indicate that, under the tax schedule adopted
there will be ample funds to meet benefit disbursements for several
decades, even under relatively high-cost experience.

2. Benefit costs in future years relative to taxable payroll

Table H shows the estimated costs of the old-age and survivors
insurance benefits and of the disability insurance benefits under the
program as it would be changed by the committee bill as a percentage
of taxable payroll for various future years, through the year 2050, and
also the lovel-costs of the two programs for the low-, high-, and inter-
medinte-cost estimates (ns was proviously shown in tables A and C
for the intermedinte-cost estimate).



SOCIAL SECURITY AMENDMENTS OF 1964 33

TasLe H.— Estimaled cost of benefils of old-age, survivors, and disabilily insurance
system as percent of taxable payroll,! under system as medified by commitiee bill

[In percent)

Low-cost High-cost Intermedi-
Calendar year . estimate estimate ate-cost e’su-
mate

Old-age and survivors insurance benefits

7.57 8,22 7.80
7.80 8,92 8.39
8.16 10,28 9. 14
7.41 10. 21 8.67
8.36 13.33 10. 41
10.39 15,08 12220
7.86 10.33 8.97

0. 50 0.70 0. 64
, 58 ! .4
.54 .72 .62
.74 .63

61 .81 69

.86 .85 W13
.59 .76 . 66

! Taking into account the lower contribution rate for the sslf-employed, as compared with the combined
eraployer-employee rate.

1tl!ased on the averages of the dollar contributions and dollar costs under the low-cost and high-cost estl.
mates,

3 Level contribution rate, at an interest rate of 3,25 percent for high-cost, 3.5 peroent for intermediate-
cost, and 3,75 percent for low-cost, for benefits after 1993, taking into account interest on the trust fund on
Deo. 31, 1063, future administrative expenses, the rafiroad retirement financial interchange provisions,
and the lower contribution rates payable by the self-employed. ,

F. SUMMARY OF ACTUARIAL COST ESTIMATES

The old-age, survivors, and disability insurance system, as modified
by the committee bill, has an estimated benefit cost that is very
closely in balance with contribution income. 'T'his also was the case
for the 1950 and subsequent amendments at the time they were
enacted,

The old-age and survivors insurance system as modified by the
committee bill is closer to actuarial balance, according to the inter-
medinte-cost estimato, than was tho 1961 act according to tho cost
estimates made for it at the time of enactment. 'The system as
modified by the committee bill, and the system as it wes modified
by the previous amendments, has been shown to be not quite self-
supporting under the intermediate-cost estimate, Nevertheless,
there is cﬁ)so to an exact balance, especially considering that a range
of variation is necessarily present in the long-range actuarial cost
estimates and, further, that rounded tax rates are used in actual
practice. Accordingly; the old-age and survivors insurence program,
as it would be changed by the committee bill, is actuarially sound.

The separate disability insurance trust fund, esteblished under the
1056 act, shows & lack of actuarial balance of only 0.01 percent of
texabloe payroll under the provisions that would be in effect after
enactmont of the committes bill, because the contribution rate
ellocated to this fund is slightly less than the cost of the disability
benefits, based on tho intermediate-cost estimate, Considering tho
variability of cost estimates for disability benefits, this small actuarial
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deficit is not significant. Accordingly, the disability insurance
program, as it would be modified by the committee bill, is actuarially

sound.
V. SECTION-BY-SECTION ANALYSIS

The first section of the bill provides that the bill may be cited as the
“Social Security Amendments of 1964.” :

SKCTION 2. 5-PERCENT INCREASE IN OLD-AGE, SURVIVORS, AND
DISABILITY INSURANCE BENEFITS

‘Section 2 of the bill contains a revised benefit table to effectuate
a b-percent benefit increase, and also provisions for adjusting to the
higher benefit rates the maximum benefit amounts for families.

Primary insurance amount

Section 2(a) of the bill amends section 215 of the Social Security
Act so as to provide a revised benefit table to effectuate the increases
provided by the bill-for people who are on the benefii rolls before the
second month following the month in which the bill is enacted and to
determine the benefit amounts of people who will come on the benefit
rolls after the first month following the month in which the bill is
enacted, The new primary insurance amounts, shown in column
IV of the table, represent a benofit incresse of 5 percent over the
benefits of present law for average monthly weges up to and includ-
ing $400. (The primary insurance amount is the amount payable to
a worker who retires at or after age 65 or to a disabled worker, and it
is also the amount from which all other benefits are determined.) To
determine the benefit smowunts provided on average monthly earnings
above $400, the formule undoriying the benefit table in present law
was exteaded to cover average monthly earnings up to $450 and the
benefit smounts so derived were inereasod by $6.40, the same amount
of increase provided by the bill in the benefit based on average
monthly earnings of $400, The formula undorlying the new bonefit
table is thus epproximately 61,79 porcent of the first $110 of the aver-
age monthly wage, plus 22.47 percent of the next $290 of average woge,
plus 21.4 percent of the next $50 of average wage (28 contrested with
the present formula of 58.85 peveent of the first $110 of average wege
plus 21.4 percent of the next $290).

Thoe primary insurance amounts which are provided by the revised
table range from a minimum of $42 for people whose average monthly
wage is $67 or less to a maximuin of $143.40 for people who will have
the average monthly wage of $450 that will become possible in the
future with the $6,400 annual earnings base which the bill (in see, (12))
provides., The primary insurence smounts of vetired workers who
are now on the benefit rolls would be raised from $40 to $42 at the
minimum and from $127 to $133.40 at the maximum,

Under the revised benefit table, the totel amount of bhenefits pay-
able to o family on the basis of o single onrnings record will be doter-
mined by & new method, The maximum family benefit shown in
column V of the 'bonefit table in {)l'esont Inw is 1% times the primary
insurance amount or approximately 80 poreent of the sverago monthly
wage, whichever is larger, up to an absolute maximum of $254---twice
the maximum primary insurance amount of $127, The $2564 amount
applies over a rather wide range of avorage monthly cernings levels,
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and the maximum family benefit is not earnings-related at average
monthly earnings levels above $317. 'The forinula used to determine
the maximum family benefit shown in column V of the new benefit
table is the larger of (@) 1% timées the primary insurance amount or
(b) approximately 80 percent of the average monthly wage up to $300,
plus 40 percent of thé remaindér of the average monthly wage. The
$300 point at which the 40-percent part ‘'of the Tormula begins to oper-
ate is two-thirds.of the maximum average monthly wage of $450. At
the maximum average monthly wage of $450, the maximum family
benefit would be two-thirds of the average monthly wage. (Because
this new formula for determining the maximum family benefits would
result in lower family benefits at & few éarnings levels then under
present law—nemely, for average wages between $301 and $333-—
the present maximum benefits are retained at these earnings levels.)

Primary insurance. amount under 19568 act, as modified

Section 2(b) of the bill amends section 215(¢) of the act to provide
that a person who became entitled to old-age or disability insurance
benefits, or who died, prior to the second month following the month
in which the bill is enacted, will have his primary insurance amount,
as determined under the provisions of present law and appearing in
column II of the revised table, converted to the higher primary in-
surance amount on the same line in column IV of the new table,
Mazimum benefits

Section 2(c)(1) of the bill amends section 203(a) of the act to assure
an increase in family bensfit for people already on the henefit rolls
when the bill becomes effective. In the absence of such a provision
some families now on the benefit rolls could receive little or. no in-
crease in benefits,. since their benefits are already at or near the
maximum amount payable to the family as provided in the new bene-
fit table. The bill provides that the maximum family benefit in
such cases will be the larger of (1) the maximum amount permitted
under column V of the new table or (2) the 'sum obtained ll)y raising
cach family momber’s benefit by 5 percent (and rounding 1t to the
next higher 10 cents if it is not already a multiple of 10 cents).

Section 2(¢)(2) of the bill ropoals section 203(a)(3) of the act,
which provided a spocial saving clause for the maximum family
benefits of people who became disabled before 1959, This clause is
no longor neoeded since individuals whose benefits were determined
under this clause are now included undor the amendment made by
section 2(e)(1).

Fiffective date

Section 2(d) of the bill provides that the amendments made b
section 2 will bo effective for monthly benofits after the first month
following the month of enactment, and for lump-sum deaths payment
where death occurs after that first month, ' {

Transitional conversion from disability insurance benefit to. pr‘ima;;/
insurance amount - o ‘
Section 2(a) of the bill is a special transitional provision which will
apply to an individual who was entitled to o 'disability insurance
henefit for the first month following the month of enactment of the
bill ‘and who died or became entitled to old-age insurance benefits in
the month following such first month, to make certain that his existing
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primariy insurance amount is increased by 5 percent. Under the
general rule in section 215(a)(4), an individual who was entitled to a
disability insurance benefit for the month before he dies or becomes en-
titled to old-age insurance benefits will have as his primary insurance
amount (for retirement or survivor benefits) the amount in column IV
of the table that is equal to his disability insurance benefit, if that is the
largest amount to which he could become entitled. In the situation
outlined above, the individual’s disability insurance benefit, since it
was derived from a primary insurance amount determined undey
present law, does not have any direct connection with column IV of
the table, which contains the new benefit amounts; and thus the
general rule cannot be applied to this individual. Therefore, section
2(e) of the bill provides that this primary insurance amount is the
amount in column IV of the table on the same line as that in column
II on which appears his present primary insurance amount. (This
grimary insurance amount in col. II is equal to his disability insurance
enefit under present law.)

SECTION 3, PAYMENT OF CHILD'S INSURANCE BENEFITS AFTER ATTAIN-
MENT OF AGE 18 IN CASE OF CHILD ATTENDING SCHOOL

Section 3(a) of the bill amends section 202(d) (1) (B) of the Social
Security Act to provide for the payment of monthly benefits to a
child of an insured worker where the child is age 18 or over but has
not reached the age of 22 if he is a full-time student.

Section 3(b)(1) of the bill amends section 202(d)(1) of the act to
provide for the termination of the benefits paid to a child 18 or over
and under age 22 on the basis that he was attending school, If the
child was not disabled before age 18 his benefits woui;d end in (1) the
month before the month in which he attains age 22 or (2) the last
mopth in which he is in full-time school attendance, whichever occurs
earlier,

Section 3(b)(2) repeals a sentence that is no longer needed because
it hag been incorporated in the changes made by section 3(b)(1).

Section 3(b)(3) adds to section 202(d) of the act a new paragraph
to permit a student whose benefits are terminated after he attains d\e
age of 18 to becomo reentitled to child’s insurance benefits, on filing a
now application, if he becomes a full-time student before age 22,
(Such reentitlemont to benefits would end with whichever of the fol-
lowing occurred thoe earliest: (1) the month before the month in which
he attaing age 22, (2) the last month in which he is in full-time school
attendance, or (35 the month before the month he dies, marries, or is
adopted (except for adoption by certain close relatives now specified
in present law.)

Section 3(b)(3) also adds to section 202(d) a new paragraph (8),
which defines ‘full-time student” and “‘educational institution,” A
full-time student is defined as an individual who is in full-time attend-
ance as a student at an educational institution; whether or not the
student was in full-time attendance would be determined by the Secre-
tary in the light of the standards and practices of the school involved.
Specifically excluded from the definition of full-time student is a per-
son who is paid by his employer while attending school at the request
(or pursuant to a requirement) of his employer, This definition also
provides for the payment of benefits for any period of 4 calendar
months or less in which a person does not attend school if the person
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shows to the satisfaction of the Secretary that he intends to continue
in full-time school attendance immediately after the end of the period.

An educational institution is defined so as to permit the payment
of benefits to students taking vocational or academic courses. The
definition includes all public schools, colleges, and universities and all
accredited private schools, colleges, or universities. An accredited
school would be one approved by a State recognized or nationally
recognized accrediting association. In addition, the Secretary .of
Health, Education, and Welfare, would be authorized to prescribe
regulations defining the standards for schools for which no accredit-
ing body exists or which are newly establisked and which have not
been in existence for a long enough period to qualify for approval or
accreditation by an accrediting sgency.

Section 3(c) of the bill adds a new subsection (s) to section 202 of
the act. Paragraph (1) of the new subsection prevents a wife,
widow, or former wife divorced from getting benefits if the only
child in her care is getting benefits solely because he is a student.
Paragraph (2) provides that the provisions of present law which
parmit a person with a childhood disability to continue to get benefits
when he mairies another beneficiary, and which permit such a bene-
ficiary to continue to get benefits when he marries a person with a
childhood disability, will not apply with respect to children over 18
who are attending school; and paragraph (3) provides that the
l)l'ovisious of present law which permit a person entitled to benefits
recause of a childhood disability to become entitled to a higher
spouse’s benefit without meeting the generally zxgplicable dependency
requirements will not apply with respect to children over 18 who are
attending school, '

Paragraphs (2) through (13) of section 3(c) of the bill make con-
forming changes to incorporate references to the new subsection (s).

Paragraphs (14) and (15) of section 3(c) provide that the provisions
of present law which relate to withholding of benefits payable to a
rerson with a childhood disability while an investigation of whether
iis disability stiil exists is being made or when he refuses to accept
voeational rehabilitation services would not apply with respect to
children over 18 who are attending school.

Section 3(d) of the bill provides that the amendments made by
subsections (a), (b), and (cg of soction 3 will be effective for months
after the month i which the bill is enacted or after August 1964, if
later, on the basis of applications for benefits filed in or after tho month
of ennctmont, Where, however, a child was already on the rolls in
the month the bill is onacted, the amendments would apply to benefits
for months after the month in which the bill is emwtac&.

SECTION 4, REDUCED BENEFITS FOR WIDOWS AT AdN 60

Widow's insurance benefits payable beginning at age 60

Section 4(a) of the bill amends section 202(e) of the Social Security
Act to provide that a widow may becomo entitled at age 60 to bonefits
based on the earnings record of her deccased husband, with the
benefits payable to those who claim them before nge 62 reduced to
take account of the longer period over which they will be paid.  Under
present law, unreduced benefits amounting to 82% percent of the
deceased husband’s primary insurance amount are payable to a
widow at or after age 62.
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Reduction factors

Section 4(b)(1) of the bill amends section 202(q)(1) of the Social
Security Act to provide that widow’s insurance benefits to which a
woman is entitled for a month before she is 62 will be reduced by
five-ninths of 1 percent for each month in the ‘“reduction period’ and,
after age 62, for each month in the ‘“adjusted reduction period.”
Thus, the reduction for a widow claiming her benefit at age 60 would
be 13} percent (so that her benefit would be reduced from the 82}
percent of her husband’s primary insurance amount that would be
payable at age 62 to 71% percent of such amount), The procedure
for the actuarial reduction applied to the widow’s benefit is the same
in principle as that now applied to old-age, wife’s, and husband’s
benefits. (The benefits payable before age 65 in the case of old-age,
wife’s, and husband’s benefits can he paid beginning at age 62, actu-
arially reduced for as many as 36 months. Under the amendment,
the benefits provided for a widow before age 62 can be paid beginning
at age 60, actuarially reduced for as many as 24 months.) In the
case of a widow who gets actuarially reduced benefits, the amount of
the reduction in benefits will be adjusted at age 62 (as it is adjusted
at age 65 in the case of individuals who get old-nge, wife’s, or hus-
band’s benefits before age 65), to take account of any months in which
no benefit was payable because of the operation of the retivement test.,
The rate of reduction for widow’s benefits is the same as that applied
to old-age benefits payable before age 65 under present law.

Entitlement to benefits on own earnings record A

Sections 4(b) (2), (3), and (4) of the bill amend section 202(q)(2)
of the act to provide that where a widow is entitled to a disability
insurance benefit based on her own earnings when she becomes en-
titled to a reduced widow’s benefit, the reduction in the widow’s
benofit will apply only to the excess of the widow’s benefit over the
benefit payable on her own ecarnings record. Similar provision is
mado under present law for reduction of wife’s or husband henefits
where the in(fi\'i(lunl is entitled to u benefit based on his own earnings
{01‘ the month for which he first becomes ontitled to wife's or husband’s
yenefits,

Reduetion tn subsequent old-age tnsurance benefit

Section 4(b)(5) of the bill adds a new subparagraph to section
202(q)(2) of the act to provide a method for reducing the old-age
insurance benefit of a widow who is entitled to reduced widow’s
insurance benefits, The old-age insurance benefit (whether the
woman boings to get it before or after she reaches age 65) will be
reduced to take account of the widow’s benefits paid to her before
age 62. ‘The amount of the reduction in the old-age insurance
benefit will bo whichever of the following is larger: (1) the reduction
that would have been made in the old-age benefit if no widow’s
benefit had been payable, or (2) the dollar amount of reduction in
the widow’s benefit, plus the amount resulting from applying, to the
amount by which the unreduced old-age insurance benefit exceeds
the unreduced widow’s banefit, the reduction factor that would have
been applied to the unreduced old-age insurance benefit if sho had not
been eligible for a reduced widow’s bonefit.
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Reduction where widow has a child in her care

Section 4(b)(6) of the bill adds to section 202(q)(4) of the act a
new clause (D) to provide that, regardless of the provisions for reduc-
tion in the benefits of widows who claim them before age 62, in no
case for a month in which a widow has in her care a child entitled to
child’s benefits will she get less than the amount of the imother’s
insurance benefit that is payable, regardless of age, to a widow caring
for a child entitled to child’s insurance benefits.

Reduction period

Section 4(b)(7) of the bill amends section 202(q)(5) of the act to
provide that, in the case of widow’s insurance benefits, the “reduction
period”” will begin with the first month for which the woman is entitled
to a widow’s benefit and end with the month before the month in
which she attains age 62,

Adjusted reduction period

Section 4(b)(8) of the bill amends section 202(q)(6),of the act to
provide that, in determining the “adjusted reduction period’” in the
case of a widow, any months in which her benefit is subject to deduc-
tion because of employment or is increased because she has a child in
her care will be excluded.

Definations

Section 4 (b)(9) of the bill adds a new subsection (8) to section 202(q)
of the act; the new subsection (8) defines ““retirement age’ as age 65
for old-age, wife’s, or husband’s benefits and age 62 for widow’s
benefits,

Bar to entitlement to disability insurance benefits

Section 4(c) of the bill amends section 223(a)(3) of the Social
Security Act so that entitlement to reduced widow’s benefits is
included, along with entitlement to other benefits payable on account
of old age, as a factor precluding subsequent entitlement to disability
insurance benefits.

[ifTective date
Section 4(d) of the bill provides that reduced widow’s henefits will
be payable beginning with the month after the month of enactment of
the bill on the basis of applications filed in or after such month of
enactment,
SHCTION 5. TRANSITIONAL INSURED STATUS

Section 5(n) of the bill adds a new section 226 at the end of title IT
of the Social Security Act to provide a special insured status for cer-
tain individuals who are now in their seventies or over and who are not,
eligible for benefits under the provisions of present law because they
do not have six quarters of coverage (or their husbands did not).

Subscetion (a) of section 226 provides that anyone who attains
age 72 and does not meet the existing insured status requirements of
section 214(a) would nevertheless bo insured if he has one quarter of
coverage for each year elapsing after 1950 and beforo the year in which
he attained retirement age (65 for men, 62 for women) and if he has
not less than threo quarters of coverage. Theso provisions will merge
gradually into the fully insured status provisions of the present law, so
that men who attained agoe 65 and women who attained age 62 after
1956 would have to meet, the requirements of present law, rather than
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the transitional requirements, to qualify for benefits. The following
table sets forth the requirements for workers:

MEN WOMEN
Quarters of Quarters of

Ago (in 1965) coverage Age (In 1965) coverage

required required
3. 3.
4, 4,
5. 5.

8 or more, 6 or more.

The benefit payable to a person who meets only the transitional
requirement wiH be $35. T'he wife of such a person, if she attains age
72 before 1968, will be eligible at age 72 for a wife’s benefit of $17.50.

Subsection (b) of section 226 provides that a widow who reaches
age 72 before 1968 will be eligible for a widow’s beriefit of $35 if her
husband attained age 65 or died before 1957 and was uninsured solely
because he did not have six quarters of coverage. The specific number
of quarters of coverage required to confer eligibility on the widow
depends both on her age and on her husband’s age, as set forth in
the following table:

Quarters requlred under proposal for

Year of hushand’s death (or attajnment Quarters re- widow attalning age 72 in—
of ago 05, If earlier) quired under |..__.
present law
1905 or before 1666 1067
R 0 o DT () 8, 3. 4, 5.
15,1, 0. 4. 4. 5.
1950, . ...... 0. 5. b, 5.
LY A Y (7 S 6 or moro, 6 or mote. 8 or moro, 6 or more,

T .Subsection (¢) of section 226 provides that a widow who attains
nge 72 before 1968 will be eligible for a widow’s benefit of $35 if her
deceased husband had become eligible, prior to his death, for benefits
under the special insured status requirements set forth in subsection
(n) of section 226, even though the conditions of subsection (b) of
gection 226 were not met by the deceased husband and the widow.

Section 5(b) of the bill makes the transitional insured status
provisions effective for monthly benefits beginning with the second
month following the month of enactment of the bill on the basis of
applications filed in or after the month in which the bill is enacted.

SECTION 6, COMPUTATION AND RECOMPUTATION OF BENEFITS

Section 6 of the bill provides for automatic recomputation of benefit
amounts under title IT of the Social Security Act to take account of
earnings after entitlement to benefits, and makes other technical
changes in the computation of benefits to facilitate such an automatic
recomputation,

Average monthly wage

Section 6(a)(1) of the bill amends subparagraph (C) of section
216(b) (2) of the act to define an individual’s computation base years
(from which the years to be used in the benefit computation are
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chosen) as calendar years occurring after 1950 (except that, as pro-
vided in section 215(d) of the act, 1936 would be used instead of 1950
for a person whose most favorable benefit computation would be that
determined over the period from 1937 on), and prior to (1) the year
in which his first month of entitlement (including retroactive entitle-
ment) to an old-age insurance benefit oceurs or (2) the year succeeding
the year in which he dies, whichever is earlier,

Section 6(a)(2) amends section 215(b)(3) of the act to define the
number of an individual’s elapsed years (which determine the number
of yeurs to be used in the benefit computation) as the number of
calendar years in the period (1) after 1950 (this would be 1936 for
those people whose most favorable benefit computation is that deter-
mined over the period from 1937 on) or, if later, after the year in
which he attained the age of 21, and (2) prior to the year in which
he died or, if earlier, the year after 1960 in which he attained age 65
if & man or age 62 if & woman, ‘I'he amended paragraph provides
that elapsed years will be counted up to the year in which age 63
(62 for women) is attained, whether or not the person was insured at
that time. Under present law, the cutoff point for determining
clapsed years is the first day of the year in which the worker is both
fu]fy imsured and has reached age 65 (62 for women).

Section 6(n)(3) amends paragraphs (4) and (5) of section 215(b) of
the act. Paragraph (4) as amended makes the new provisions of
seetion 215(b) applicable only in the ease of an individual who dies
or becomes entitled to benefits or to a benefit recomputation under
section 215(0(2)(A), as amended by the bill, after December 1964,
The requirement that an individual have not less than six quarters
of coverage after 1950 in order to have his average monthly wage
determined entirely on his enrnings after 1950 has been omitted from
the amended parvagraph.  Paragraph (5), as amended, preserves the
present method of computing the average monthly wage for people
who, after the first month follvving the month in which the bill is
enncted and prior to 1965 (the effective date of nutomatic recompu-
tantion), beenme entitled to benefits or a recomputation of bhenefits,

Primary insurance benefit under 1939 act

Section 6(b) of the bill makes a minor conforming change, and
updates u reference in section 215(d) of the act, relating to computa-
tion of primary insurance benefits under the 1939 Socinl Security Act.

Certain wages and self-employment tncome not to be counted

Section (¢) of the bill amends section 215(e) of the act by repealing
paragraph (3), which provides for a recomputation for gelf-employed
people to include earnings in the year of entitlement that were not
included in the original computation, (Some self-employed people
operate on a fiseal-year basis that ends after the last day of the month
in which they become entitled to benefits.) 'This provision is no
longer needed since all benefits will be automatically recomputed each
year under section 215(f) as amended by the bill.

Recomputation of benefits

Section 6(d)(1) of the bill amends section 215(f)(2) of the act by
providing for automatic recomputation of benefits for each year
(beginning with 1964) during any part of which the person is entitled
to old-age insurance benefits. The recomputation will be made
without any requirement that an application be filed, and will be
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made without regard to whether an individual has earnings of more
than $1,200 in a year after entitlement to benefits or has six quarters
of coverage alter 1950; all of these conditions must be met under the
present law. A recomputation under the amended section 215(f) (2)
will be effective, in the case of a living beneficiary, with January of
the year following the year in which the earnings were received. In
death cases the recomputation will take account of remuneration for
employment under the Railroad Retirement Act that is counted as
wages for social security purposes as well as of social security covered
earnings, and will be effective for survivors’ benefits beginning with
the month of death.

Section 6(d)(2) repeals paragraphs (3), (4), and (7) of section 215(f)
of the act, removing the provisions for a recomputation to include
earnings in the year of entitlement to benefits or in the year in which
an individual’s benefits were recomputed on account of additional
earnings; the provisions for a recomputation for the purpose of paying
benefits to survivors of an individual who died after 1960 entitled to
old-age insurance benefits; and the provision for recomputing at
age 65 the benefits of an individual who became entitled to benefits
before that age. All of these are replaced by the automatic recom-
putation provision.

Recomputation of disabilily insurance benefits

Seetion 6(e) of the bill amends section 223(2)(2) of the act so that
an individual’s disability insurance benefit would be recomputed under
the automatic recomputation provisions,

Ifrective dates and saving provisions

Seetion 6(F) (1) of the bill provides that the repeal of seetion 215 (o) SS)
of the act (pertaining to recomputations for self-employed people who
uso & noncalendar fiseal year) 1s effective for individuals who becomo
entitled to old-age insurance benefits under section 202(a) of the act
after 1964,

Seetion 6(1)(2) provides that in any case where an individual would,
upon filing of an application on January 1, 1965, bo entitled to have
his benefits recomputed under the provisions of tho present law, the
individual will be deemed to have filed an application on January 1,
1965.  Thus, any individual who would profit from a recomputation
under tho provisions ol present law will have his benefit amount
recomputed automatically as though he had filed an appliction for
that recomputation. The new automatic recomputation provisions
will take over for the future,

Section 6(f)(3) rotaing:section 215(f)(4) of present law for the
purpose of providing, for survivors henefits, a recomputation of the
primary insuraice amount of an individual who was entitled to an
old-ago insurance bhenefit and who died after 1960 and before 1965
without having filed an application for a recomputation that would
increase his primary insurance amount. The new recomputation
provisions will apply to deaths occurring after 1964,

Section 6(f) (4) retains the provisions of section 215(f) (7) of present
Taw for the purpose of providing an automatic recomputation at age
65 for individuals who take actuarially reduced henefits before that
ago and who reach age 65 before 1965, ‘This is a special recomputa-
tion provided for . man who becomes entitled to an old-age insurance
benefit hefore age 65 and who has earnings after his entitlement and
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before he reaches age 65. After 1964, these recomputations will be
made under the new automatic recomputation provisions.

Section 6(f) (5) provides that the amendments made by section 6(e)
(rolating to computations of disability insurance benefits) will apply
to individuals who become entitled to disability insurance benefits
after 1964.

Section 6(f)(6) rotains the provisions in effect prior to the Social
Security Amondments of 1960 for figuring the average monthly wage
of an individual who was cligible for old-age insvrance benefits befors
1961 but who became entitled to benefits, or died, after 1960; in sonie
such cases use of the prior provisions would result in a higher primary
insurance amount.

SECTION 7. IMPROVEMENT OF ACTUARIAL STATUS OF DISABILITY
INSURANCE TRUST FUND

Section 7(a) of the bill amends section 201(b)(1) of tha Social
Security Act to increase the percentage of taxable wages appropriated
to the disability insurance trust fund (presently one-half of 1 parcent)
to 0.65 percent, effective with respect to wages paid after 1964.

Section 7(b) of the bill amends section 201(b)(2) of the act o in-
crease the percentage of taxable self-employment income appropriated
to the disability insurance trust fund (presently three-eighths 0% 1 per-
cent) to 0.4875 percent, effective with respect to taxable years begin-
ning aftor 1964.

SECTION 8. GROSS INCOME OF FARMERS

Inereasing gross tncome taken into account for optional method of com-
puting net earnings from farm self-employment; amendments to
title IT of the Social Security Act

Saction 8(a) of the bill amends section 211(a) of the Social Security

Act 1o increase from $1,800 to $2,400 the maximuim gross farm income
that a person may use in the optional method of computing his net
earnings from farm self-omployment. Under presont law, a person
with gross income from farm self-employment of $1,800 or less may,
at his option, base his coverage on two-thirds of his gross farm in-
como; with gross income of more than $1,800 and a net of loss than
$1,200, ho may roport $1,200; if his net eamings are $1,200 or more,
he must report his actual net earnings, Under the amendments, an
individual with gross income from farm self-employment f 52,400 or
less may, at his option, base his coverage on two-thirds of his gross
farm income; with a gross income of more than $2,400 and a net of less
than $1,600, he may roport $1,600; if his net carnings are $1,600 or
more, he must report his actual net earnings.

Same; amendments to the Internal Revenue Code of 196/

Soction 8(b) of the bill amends section 1402(p) of the Internal
Rovenue Code of 1954 to increase from $1,800 to $2,400 the maximum
gross farm incomo that a person may use in the optional method of
computing his net earnings from farm self-employment. Under
present law, a person with gross income from farm self-employment of
$1,800 or less may, at his option, base his coverage on two-thirds of his
gross farm incomo; with a gross income of mora than $1,800 and a net
of less than $1,200 he may roport $1,200; if his net earnings arve
$1,200 or more, ho must report his actual net earnings, Under the
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amendments, an individual with gross income from farm self-cmploy-
ment of $2,400 or less may, at his option, base his coverage on two-
thirds of his gross farm income; with a gross income of more than
$2,400 and a net of less than $1,600 ho may report $1,600; if his net
earnings are $1,600 or more, he must report his actual net earnings.

Iffective date
Section 8(¢) of the bill provides that the amendments made by

section 8(a) and 8(b) will apply with respect to taxable years begin-
ning after December 31, 1964.

SECTION 9, INCLUSION OF ALASKA AND KENTUCKY AMONG STATES
PERMITTED TO DIVIDE THEIR RETIREMENT SYSTEMS

Section 9 of the bill amends section 218(d)(6)(C) of the Social
Security Act by adding Alaska and Kentucky to the list of States
which are permitted to divide their retirement systems into two
divisions for coverage purposes, one division consisting of those
members degiring coverage under the act and the other consisting of
those who do not, with all new members being covered on a com-
pulsory bagis.

SECTION 10. ADDITIONAL PERIOD FOR ELECTING COVERAGE UNDER
DIVIDED RETIREMENT SYSTIM

Section 10 of the- bill amends gection 218(d) (6)(IF) of the Social
Security Act to grant an additional opportunity to obtain coverage to
State and local employees (in a State permitted to use the divided
retirement gystem procedure) who had not previously chosen coverage
under the divided retirement system provisions., ‘I'he present law
allows guch employees a further opportunity to elect coverage only if
& modification providing for Buclh clection ig mailed or otherwise
delivered to the Secretary before 1963, ov if later, 2 years after the
date on which coverage was approved for the group that originally
elected coverage. Any coveragoe clected after tho orviginal division
must begin on the same date as was provided when the group was
originally covered. Section 10 extends the time in which such persons
could clect to be covered until the end of 1965 (or, if later, the expira-
tion of 2 years after the date on which coverage was approved for the
group that originally elected coverage).

SECTION 11, COVRAGE FOR CHRTAIN ADDITIONAL ¥OSPITAL EMPLOYEES
IN CALIFORNIA

Section 11 of the bill amends section 102(k) of tho Social Security
Amendments of 1960 by addiuég a new paragraph (2) permitting the
coverage agreoment with the Stato of Caliﬁ»rnia to be modified to
apply to certain additional services performed for any hospital affected
by any modification (in the California State coverage agreement)
executed pursuant to section 102(k), The sarvices which could thus
be covered are thote performed by individuals who were or are om-
i)]oyed by such State (or any political subdivision thereof) after
December 31, 1069, in any position described in section 102(k), The
State would have until the end of the sixth month after the month
of onactment in which to so modify its agreement, Such modifica-
tion would be effective with respect to services performed on or after
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January 1, 1962; it would also be effective with respect to services
performed before January 1, 1962, where contributions in the proper
amount have been paid prior to the date of enactment of the bill,

SECTION 12, INCREASE OF EARNINGS COUNTED FOR BENEFIT
AND TAX PURPOSES

Section 12 of the bill raises the annum earnings base from $4,800
to $5,400 beginning with 1965.

Changes in Title XT of the Social Security Act

Definition of wages
Section 12(2)(1) of the bill amends section 209(a) of the Social

Security Act (relating to definition of wages) to make the new $4,400
earnings base applicable to wages after 1964.

Definition of self-employment tncome
Section 12(a)(2) amends section 211(b)(1) of the act (relating to

definition of sclf-employment income) to make the new $5,400 earnings
base applicable for taxable years ending after 1964,

Quarter of coveragye

Section 12(a)(3) amends clauses (ii) and (iii) of section 213(a)(2)
of the act (relating to definition of quartor of coverage) to provide that,
ior calendar years aftor 1964, an individual will ﬁo credited with a
quarter of coverage for each quarter of the year if his wages for that
vear equal $5,400 (rather than $4,800 as in present law). An indi-
vidual will also be eredited with a quarter of coverage for each quarter
of & taxable year ending after 1964 in which the sum of his wages and
self-employment income equals $5,400 (rather than $4,800).

Average monthly wage

Section 12(a) (4% amends section 2156(0) (1) of the act (velating to the
amount of annual earnings that can be counted in computing an in-
dividual’s average monthly wage) so as to increase from $4,800 to
$5,400, cffective for 1965 and thereafter, the maximum amount of
annual earnings that may be counted in the computation of an
individual’s  average monthly wage for purposes of determining
benefit amounts,

Definition of self-employment tncome

Section 12(b)(1) of the bill amends section 1402(b)(1)(C) of the
Internal Revenue Code of 1964 (relating to definition of self-employ-
ment income for purposes of the ‘olf-l*]mploiyment Contributions Act
of 1954) by increasing the maximum annual limitation on self-employ-
ment income subject to the self-employment tax from $4,800 to $5,400
for taxable years ending after 1964,

Definition of wages

Section 12(b)(2) amends section 3121(a)(1) of the code (relating
to definition of wages for purposes of the Federal Insurance Contribu-
tion Act) by increasing the maximum annual limitation on wages
subject to social security tax from $4,800 to $5,400,
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Iederal service

Section 12(b)(3) amends section 3122 of the code (relating to
I'ederal service) so as to conform its provisions to the changes made
in increasing the earnings base from $4,800 to $5,400.

Returns in the case of governmental employees in Guam and American
Samoa
Section 12(b)(4) amends section 3125 of the code (relating to govern-
mental employees in Guam and American Samoa) so as to conform
its provisions to the $5,400 enrnings base.

Special refunds of employee tax

Sections 12(h)(5) and 12(b)(6) amend section 6413(¢) of the code
(velating to special refunds of employee tax paid by an employee on
aggregnle wages in excess of $4,800 received by him from more than
one employer during n calendar year) so as to conform the special
refund provisions to the $5,400 earnings base provided by the bill.

I fTective Date

Section 12(c) of the bill provides that the amondments made by
sections 12(0)(1) and (1)(3)(A) and by scction 12(b) (except par.
(1)) are applicable only with respect to remuneration paid after
Decombor 1964; the amendmonts made by sections 12 (a)(2),
(0)(3)(B), and (b)(1) are applicable only with respect to taxable
yeurs ending aftor 1964; and the amendment madeo by section 12(n)(4)
19 applicable only with respect to ealendar years after 1964,

SECTION 13, CITANGES IN TAXN SCHEDULEKS

Self-employment tax

Section 13(a) of the bill amuends section 1401 of the Internal Revenue
Code of 1954 to change the rate of tax on seif-employment income.
Under present law the rates of sell-employmoent tax are as follows:

‘I'ur rale

Taxable years beginning after— (percent)
1962 (and before 1O88) L . o e 6.4
1965 (and before 1988) . v v v e e m e e 6, 2
LT e e e e e e e e e e e e e 6.9

Tho tax rates provided by the bill are as follows:

Tax rate

Taxable years beginning after— (percent)
1964 (and bofore 1966) .. ... oo nan . e 0T
1966 (nnd beofre 1908) .. v e ccrtni e e — 0.0
1967 (and before 1971) - e et i —— 6 8
1970 e e o 7.2

T'axes on employers and employers

Sections 13(b) and 13(e¢) of the bill azaend section 3101 and section
3111, respectively, of the Internal Revenue Code of 1954 to change
the rates of employee tax add employer tax applicable to wages.

Under present law the tax rates are as follows:
Taz rale,
employer and
empPloyed, each

Calendar yearg— (percent)
TO0B8-65, INCIUBIVE . - o o e e e e e e e e 3%
196607, INCIUSTVE . o o e e e e e e 4%

1968 AN ATEOL ~ - o o e e e e e et e e e 454
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The tax rates provided by the bill are as follows:
emq;?:v';a‘;'nd
T
cm;x)loy,ze. each

Calendar years— (perient)
LOOGD - e e 3.8
1966-67, inclusive. - o ..o e 4.0
1968-70, inclusive. . . e 4. 5
1971 and after. o o .. e - 4. 8

Iiffective dates

Section 13(d) of the bill provides that the amendment made by
section 13(n) will apply with respect to taxable years which begin
after December 31, 1964, and that the amendments made by sections
16(b) and 13(c) will apply with respect to remuneration paid after
December 31, 1964,

SECTION 14, AMENDMENT PRESERVING RELATIONSHIP BETWEEN RAILROAD
RETIREMENT AND OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
SYSTEMS

Section 14(a) of the bill would amend section 1() of the Railroad
Retivement Act of 1937 to change the references from the Social
Security Act ag amended in “1961" to the Social Security Act as
amended in “1964.” Section 3(e) of the Railroad Retirement Act
of 1937 provides that annuities under the Railroad Retiroment Act
for n month on the basis of an individual’s creditable service shall be
no less than 110 percent of the amount, or the additional amount,
which would be payabls to all persons for the month if the individual’s
railroad service ]md been employment covered by the Social Security
Act, T'he effect of the chango that this subsection would make in
section 1(q) of the Bailroad Retirement Act, on subsection (e) of
section 3 of the act (sometimes referred to as the social security
minimum guaranty provision) would be to apply to the provisions of
such subsection (o) of section 3, the provisions of the Social Security
Act as amended by the bill, Thus tﬁm amount of the benefits under
the Railroad Retirement Act, caleulated under this minimum guaran-
tee provision, would reflect the 5-percont increase in the social security
benefits, and the increases that would result from the broadening of
the social security wage base from $4,800 to $5,400 a year, as provided
for in the bhill. Also, this subsection would cause the annuities of
spouses under the Railrond Retirement Act to be reduced by the
amount of their own benefits under tho Social Security Act, as in-
creased by this bill instead of by the amount of their benefits deter-
i]}}iwd under the Social Security Act before it was amended by this
bill,

Subsection (b) of section 14 of the bill would amend section 5(j)
of the Railroad Retirement Act of 1937, 'Tho amendment made by
this subsecction is related to the amendments which subscctions (¢
and (d) of this section would make. T'he amendment to section 5(j;
of the Railroad Retirement Act, made by this subsection, would per-
mit henefits to he paid to a child during & month in which he attends
school hbut during which he ceases to be u student.
~Subsection (¢) would amend section 6(1)(1)(ii) of the Railroad
Retirement Act of 1937, which defines the qualifying conditions to be
met by a child in order to reccive henefits as such,  The amendment
would permit a child who is over 17 yéars of age but less than 22 to
qualify as such for benefits if he is o full-time student.
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Subsection (d) would amend section 5(1) of the Railroad Retirement
Act of 1037(i) to incorporate therein by reference the definition of a
full-time student as provided in section 202(d) (8) of the Social Security
Act as amended by the bill, and (ii) to make certain that a child
entitled to benefits as such only because of school attendance, would
not, provide a basis for tho payment of a spouse’s henefit, or for the
payment of a widow’s current insurance annuity, to a woman not
entitled to such benefits on the basis of age,

Subsection (e) concerns the situation where there is joint crediting
of railroad retirement and social security earnings. Benefits to
survivors of a railroad employee are payable either under the Railroad
Retirement Act or the Social Security Act, but not both, on the basis
of his earnings. In general, benefits are payable under the Railroad
Retirement Act if the individual has a current connection with the
railroad industry at the time of his death. 1In such a case credits for
employment under the Social Security Act are combined with credits
for railroad service in determining the eligibility for, and the amount
of, the benefit. The compensation for railroad service is creditable
up to $5,400 a year for this purpose. However, under present law,
where an individual has less than the maximum of $5,400 1n creditable
compensation for a year, his wages from employment, subject to the
Social Security Act, can be added only to increase the combined
creditable earnings to $4,800, the present limit on wages for a year
under tho Social Security Act. 'This subsection would permit the
crediting of wages for a year in such an amount as to cause the com-
bined total earnings to be ag much as $5,400 for the year,

Subsection (f) provides the effective dates for the amendments
made by subsections (b) and (¢).

SECTION 15. EXTENSION OIF PERIOD I'OR FILING PROOI O SUPPORT AND
APPLICATIONS FOR LUMP-SUM DEATH PAYMENT

Seetion 15(a) of the bill amends section 202(p) of the Social Security
Act. The amended section 202(p) would provide that in any case
where the proof of support required in connection with applicatious
for hushand’s insurance benefits, widower’s insurance benefits, or
parent’s insurance benefits, or an application for a lump-sum death
paymont, is not filed within the 2-year period preseribed in the appli-
cablo sections of the law and where there was good causo for failure to
filo such application or proof, the application or proof could be filed
at any time after the expiration of the 2-year period and would be
deemed to have been filed within that period, I}ndor the present law
an extension of only 2 additional years is provided in such cases.

Subsection (b) of the section provides an effective date. The
amondment would be effective with respect to applications for lump-
sum death payments filed in or after the month of enactment and with
respect to monthly benefits based on applications filed in or after the
month of enactinent,

SECTION 16, INTERRELATIONSHIP BETWEEN VETERANS' BENEFITS AND
INCREABED BOCIAL BECURITY BENEFITS

Section 16(a) of the bill amends section 503 of title 38 of the United
States Code (which excludes certain types of payments in determining
annual income for the purpose of establishing entitlement to, or the
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amount of, pensions for non-service-connccted disability or death
under ch, 15 of title 38) by adding a new subsection (b), providing
that in the case of any individual who is entitled to a benefit under
section 202 of the Social Security Act or a disability benefit under
section 223 of such act on the effective date of the social security
henefit increase contained in section 2 of the bill and who is also, in
the same month, entitled to a monthly benefit payable under chapter
15 of title 38, the amount of the social security benefit increase re-
ceived by such individual by reason of the enactment of the bill shall
not be counted in determining his annual income under chapter 15
of title 38.

Section 16(b) of the bill provides that the amendments made by
this section of the bill shall be applicable in determining income
received for months after the first month following the month in which
the bill is enacted (the month in which the social security benefit
increase contained in the bill becomes effective.)

SECTION 17, AMENDMENT TO DEFINITIONS OF ASSISTANCE UNDER TITLES
I AND XVI OF THE SOCIAL SECURITY ACT

Subsection (a) would amend the definitions of ‘“old-age assistance’
and “medical assistance for the aged’ in title I of the Social Security
Act 80 as to delete the existing limitations on payments, care, or
services to individuals who are patients in institutions for tuberculosis
or mental diseases, or who have been diagnosed as having tuberculosis
or psychosis and as a result are patients in a medical institution,

Subsection (b) would make corresponding changes in title X VI of
the Social Security Act with réspect to persons 65 or over,

SECTION 18. INCREASED MAXIMUM ON FEDERAL PAYMENTS UNDER PUBLIC
ASSISTANCE TITLES OF THE SOCIAL SECURITY ACY

Subsection (n) would increase by $5 the maximum on Iederal
payments to any State for old-age assistence (including expenditures
for medical care) under title I of the Social Security Act. 'J.‘&m resent
three-step formula provides for Federal participation as follows:
(¢) Twenty-nine thirty-fifths of the first $35 of a State’s average pay-
ment; (b) the Federal percentage of the next $36 of a State’s average
payment; and (¢) an additional amount for State expenditures for
medicnl care, with a maximum of the Kederal medical percentage of
the next $15 of a State’s average payment, giving a potential Federal
participation in State expenditures up to an $85 average. T'he
committee amendment has the effect of increasing Federal participa-
tion in the second step from an additional $35 to an additional $40
of the State’s average payment above $35. 'This, in turn, raises po-
tentinl Federal participation in State expendiivves up to participation
in an average payment of $90, In addition, tho formula is restated,
for the second and third steps, so as to give recognition to the State’s
expenditures for medical care before applying the Federal percentage
to the remaining recognizable expenditures. The formula, as restated
by the bill, would pay States, in addition to the amount computed
under section 3(a)(1)(A) of the Social Security Act (which would
remain unchanged by the bill), and in lieu of the amounts now com-
puted under sections 3(a)(1) (B) and (C) of the Social Security Act,
the larger of the following:
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(1) (I) the Federal percentage (as defined in see. 1101(n)(8)) of all
expenditures for old-nge assistance in excess of expenditures counted
under clause (A), but not counting so much of the excess as exceeds
$40 times the total number of recipients of old-age assistance; plus

(II) 15 percent of the State’s expenditures in the form of medical
care, up to a maximum of $15 times the total number of recipients of
old-age assistance; or

@(ii) (I) the Federal medieal percentage (as defined in see. 6(c))
of all expenditures in excess oll expenditures counted under clause
(A), but not counting expenditures t&mt exceed (a) $50 times the total
number of recipients, or (b) if smaller, the total expenditures for medi-
eal care plus $35 times the total number of recipients; plus

(IT) the Federal pereentage of all expenditures in excess of expendi-
tures counted under clause (A) and the provisions of clause (B)(ii)
described in these paragraphs (it) (I) and (IT), but not counting so
much of the exeess as exceeds $40 times the total number of recipients.

Subsection (b) would make corresponding changes in title XVI of
the Social Security Act.

Subsection (¢) would increase the maximnm on Ifederal payments to
any State under title X of the Social Security Act by providing for
Federal matching of all State aid to the blind expenditures not in
excess of $75, instead of the current $70, times the number of re-
cipients of aid to the blind.

Suabseetion (d) would inerease the maximum on ¥ederal payments
to any State undor title XTIV of the Social Security Act by providing
for Tedoral matching of all State expenditures for aid to the perma-
nently and totally disabled not in excess of $75, instead of the current
$70, times the number of recipients of aid to the permanently and
totally disabled,

Subsection (e) would provide that the amendments made by seetion
18 shall be effective for Stato expenditures made after September 30,

1064,
VI. CHANGES IN EXISTING LAW

In compliance with subsection 4 of rule XXIX of the Standing
Rules of the Senato, changes in existing law made by the bill are
shown as follows (existing law proposed to be omitted is encloged in
black brackots; new matter is printed in italies; existing lnw in which
no change is proposed is shown in roman):

SOCIAL SECURITY ACT

TITLE I—-GRANTS 'TO STATES FOR OLD-AGE ASSISTANCE
AND MEDICAL ASSISTANCE FOR THE AGED

* * * * * * X

Payment to States

Skc. 3. (8) From the sums appropriated therefor, the Seceretary
of the Treasury shall pay to each State which has a plan approved
under this title, for ench quarter, beginning with the quarter com-
mencing October 1, 1960-- - '

(1) in the case of any State other than Puerto Rico, the
Virgin Islands, and Guain, an amount equal to the sum of the
following proportions of the total amounts expended during
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such quarter as old-age assistance under the State plan (includ-
ing expenditures for insurance premiums for me(llicnl or any
ottrmr type of remedial care or the cost thereof)—

(A) 2%s of such expenditures, not counting so much of any
expenditure with respect to any month as exceeds the product
of $35 multiplied by the total number of recipients of old-age
assistance for such month (which total number, for purposes
of this subsection, means (i) the number of individuals who
received old-age assistance in the form of money payments
for such month, plus (ii) the number of other individuals with
respect to whom expenditures were made in such month as
old-age assistance in the form of medical or any other type
of remedial care); plus v

[(B) the Federal percentage (as defined in section 1101
(0)(8) of the amount by which such expenditures exceed the
maximum which may be counted under clause (A), not count-
ing so much of any expenditure with respect to any month
as exceeds the product of $70 multiplied by the total number
of such recipients of old-age assistance for such mouth; plus

L(C) the larger of the following; (i) the Federal medical
percentage (as defined in seetion 6(¢)) of the amount by which
such oxpenditures exceed the maximum which may be
counted under elause (B), not counting so much of any ex-
penditure with respect to any month as oxceeds (I) the prod-
uet of $85 multiplied by the total number of such recipients
of old-nge assistance for such month, or (I1) if smaller, the
total oxpended as old-age assistance in the form of medical
or any other type of remedial care with respect to such month
plus the product of $70 multiplied by such total number of
such recipients, or (ii) 15 per centum of the total of the sums
expended duving such quarter as old-age assistance under
the State plan in the form of medieal or any other type of
remedial earo, not counting so much of any expenditure with
respoct to any month as exceeds the produet of $15 multiplied
by the total number of such recipients of old-agze assistance
for such month;J

(B) the larger of the following:

(i)(1) the Federal percentage (as defined in section
1101(a)(8)) of the amount by whick such expenditures
cxceed the amount which may be counted under clause (A),
not counting so muech of such excess with respect to any
month as exceeds the product of $40 multiplied by the total
number of recipients of old-age assistance for such month,
plus (IT) 16 per centum of the total of the sums expended
during such auarter as old-eage assistance wnder the State
plan vn the form of medical or any other type of remedial
cave, not counting so much of any such expenditure with
respect to any month as exceeds the product of $16 multi-
plied by the total number of recipients of old-age assistance
for such month, or

(1) (I) the Federal medical percentuge (as defined in
section 6(c)) of the amount by which such expenditures
exceed the maxzimum which may be counted under clause
(A), not counting so much of any expenditures with
respect to any month as exceeds (a) the product of $50
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multiplied by the total number of such recipients of old-
age assistance for such month, or (b) if smaller, the total
expended as old-age assistance in the form of medical or
any other type of remedial care with respect to such month
plus the product of 35 multiplied by such total number of
such recvpients, plus (II) the Federal percentage of the
amount by which the total of the sums expended during
such lquarter as old-age assistance under the State plan
exceed the amount which may he counted under clause (A)
and the preceding provisions of this clause (B)(i1), not
counting so much of such excess with respect to any month
as exceeds the product of 840 multiplied by the total number
of such recipients of old-age assistance for such month;.

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to—

(A) one-half of the total of the sums expended during such
quarter as old-age assistance under the State plan (incﬁlding
expenditures for insurance premiums for medical or any
other type of remedial care or the cost thereof), not counting
so much of any expenditure with respect to any month as
oxcoeds $37.50 multiplied by the Lotui number of recipionts
of old-age assistance for suc?l month; plus

(B) the larger of tho following amounts: (i) one-half of
tho 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 (1) the product of $45 multiplied by the total
number of such recipionts of old-age assistancoe for such
month, or (IT) if smaller, the total expended as old-age assist-
anco in the form of medical or any other type of remedinl
caro with respect to such month plus the product of $37.50
multiplied by the total number o(l such recipients, or (ii) 15
por contum of the total of the sums oxpended during such
quarter as old-ngo assistance under the State plan in the
form of medical or any other type of remedial care, not
counting so much of any expenditure with respect to any
month as exceeds the produet of $7.50 multiplied by the total
numbor of such recipients of old-age assistance for such
month;

(3) in the cage of any State, an amount equal to the Federal
medical percontage (as dofined in section 6(c)) of the total
amounts expoended duving such quarter as medical assistance for
the aged under the State plan (including expenditures for insur-
ance premiums for medical or any other type of remedinl care
or the cost thereof) ; and

(4) in the case of any State whose State plan approved under
section 2 meets the requirements of subsection (¢) fx’)), an amount
equal to the sum of the following proportions of the total amounts
expended during such quarter as found necessary by the Secretary
of Health, Education, and Welfare for the proper and efficient
administration of the State plan—

(1}) 76 per centum of so much of such expenditures as
are for—— «

(i) services which are prescribed pursuant to subsec-
tion (¢)(1) and are provided (in accordance with the next
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sentence) to applicants for or recipients of assistance under
the plan to help them attain or retain capability for self-
care, or

(i1) other services, specified by the Secretary as likely to
prevent ov reduce dopendency, so provided to such appli-
cants ov recipients, or :

(iii) any of the services prescribed pursuant to subsection
(¢)(1), and of the services specified as provided in clause
(i1), which the Secretary may specify as appropriate for
individuals who, within such period or periods as the Secre-
tary may presceribe, have been or are likely to become
applicants for or recipients of assistance under the plan, if
such services are requested by such individuals and are
provided to such individuals in accordance with the next
sentence, or

(iv) the training of personnel employed or preparing for
employment by the Stato agency or by the local agency
administering the plan in the political subdivision; plus

(B) one-half of so much of such expenditures (not meluded
under subparagraph (A)) as are for services provided (in
accordance with the next sentence) to applicants for or
recipients of assistance under the plan, and to individuals
requosting such services who (within such period or periods
as tho Scerotary may preseribe) have been or are likely to
become up{)licunts for or recipients of such asgistance; plus

(C) one-half of the remainder of such expenditures,

The services referred to in subparagraphs (A) and (B) shall
include only—

(D) services provided by the staff of the State agency,
or of the local agency administoring the State plan in the
e I DA " .
political subdivision: Provided, That no funds authorized
under this title shall be available for services defined as
vocational rehabilitation services under the Vocational
Rehabilitation Act (1) which are available to individuals
in need of them under programs for their rehabilitation
carried on under a State plan approved under such Act, or
(il) which the State agoncy or ngencies administering or
supervising the administration of the State plan approved
under such Act are able and willing to provide 1if reim-
bursed for the cost thereof pursuant to agreement under

subparagraph (E), if providedI by such stafl, and

(E) subject to limitations prescribed by the Secretary,
gervices which in the judgment of the State agency can-
not be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and
which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency
or aiencies administering or supervising the administration
of the State plan for vocational reﬁabi]itation services
approved under the Vocational Rehabilitation Act or by any
other State agency which the Secretary may determine to
be appm{)riate (whether provided by its staff or by contract

with public (local) or (nonprofit private agencies);
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except that services deseribed in clause (i) of subparagraph
(D) hereof may be provided only pursuant to agreement with
such State agency or agencies administering or supervising
the administration of the State plan for vocational rehabilita-
tion services so approved. The potrtion of the amount ex-
pended for administration of the State plan to which subpara-
graph (A) applies and the portion therdof to which subparagraphs
(B) and (C) apply shall be determined in accordance with such
moathods and procedures as may be permitted by the Sceretary;
an ‘ ‘ : ‘

" (8) in the case of any State whose State plan approved under
geetion 2 does’ not meet’ the requirements of subsection (e)(1),
an amount equal to one-half of the total of the sums expended
during such quarter us found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of such paragraph.” '

* * ks * x. *

Definitions

~ Sec. 6. (a) [For the purposes of .this title, the term ‘‘old-age
assistance’’ means money payments to, or (if provided.in or after
4the third month before the month in which the recipient makes
application for assistance) * medical care in behalf of or any type
of remedial care recognized under State law in behall of, needy
jndlivi{duals who are sixty-five years of age or older, but does not
meiuae— T
L) any such payments to or.care-in; behalf of any indi-
vidual who is an inmate of .a public institution' (except as a
puatient in a medical institution) or anyindividual who is a
patient in an institution for tuberculosis or mental diseases, or

[(2) any such payments to any individual who has been
diagnosed as liaving tuberculosis or psychosis and is a patient
in a medical institution as a result thereof, or :

L(3) any such care in behalf of any individual, who is a
patient in a medical institution as a result of a diagnosis that
he has tuberculosis or psychosis, with respect to any period
after the individual has been a patient in such an institution
as a result of such dingnosis, for forty-two days.}

For the purposes of this title, the term “old-age assistance’’ means money
payments to, or (if provided in or after the third month before the month
wn which the recipient makes application for assistance) medical care in
bel:glzf “of or any type of remedial care recognized under State law mn
behalf of, needy indiwiduals who are siaty-five years of age or older, but
does not include any such payments to or care in behalf of any individual
who 18 an inmate of @ »;mtbﬁ% institution (except as a patient tn a medical
institution). o o S e

(b) For purposes of this title, the term ‘‘medical assistance for
the aged’” means payment of part or all of the cost of the following
care and services (if provided in or after the third month before
the month, in which the recipient makes application for assistance)
for individuals sixty-five years of age or older who are not recipients
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of old-age assistance but whose income -and resources are insufficient
to meet all of such cost— '

(1) inpatient hospital services;

(2) skilied nursing-home services;

(3) physicians’ services; :

(4) outpatient hospital or clinic services;

(5) home health care services;

(6) private duty nursing services;

(7) physical therapy and related services; -

(8) dental services;

(9) laboratory and X-ray services; S

(10) prescribed drugs, eyeglasses, dentures, and prosthetic
devices; o ,

(11) diagnostic, screening, and preventive services; and

(12) any other medical care or remedial care recognized under
State law; '

[except that such term does not include any such payments with
respect to— o
- [(A) care or'services for any individual who is an inmate
of a public institution (except as a patient in a medical in-
stitution) or any individual who is a patient in an institution
for tuberculosis or mental diseases; or -

L(B) care or scrvices for any inidividual, who is a patient
in_a medical institution as a result of a diagnosis of tuber-
culosis or psychosis, with respect to any period after the in-
dividual has been a patient in such an nstitution, as a result
of such diagnosis, for forty-two days.} ,

except that such term does not include any such payments with respect
to care or services for any individual who is an wnmate of a public in-
stitution (except as @ patient in @ medical institution),

(c¢) For the purposes of this title, the term “Federal medical per-
centage”’ for any State shall be 100 per centum less the State percent-
age; and the State percentage slmll be that percentage which bears
the same ratio to 50 per centum as the square of the per capita income
of such State bears to the square of Llhe por capits income of the
continental United States (including Alaska) and Hawaii; except that
(i) the Federal medical percentage shall in no case be less than 50 per
centum or more than 80 per centum, and (ii) the Federal medical
percentage for Puerto Rico, the Virgin Islands, and Guam shall be
50 per centum. The Federal medical percentage for any State shall
be determined and promulgated in accordance with the provisions of
subparagraph (B) of section 1101(a)(8) (other than the proviso at the
end thereof) ; except that the Secretary shall, as soon as possible after
enactment of the Social Security Amendments of 1960, determine
and promulgate the Federal medical percentage for each State—

(1) for the period beginning October 1, 1960, and ending with
the close of June 30, 1961, which promulgation shall be hased on
the same data with respect to per capita income as the data used
by the Secretary in promulgating the Federal percentage (under
section 1101(a)(8)) for such State for the fiscal year ending June
30, 1961 (which promulgation of the Federal medical percentage
shall be conclusive for such period), and

(2) for the period beginning July 1, 1961, and ending with the
close of June 30, 1963, which promulgation shall be based on the
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same data with respect to per capita income as the data used by
the Secretary in promulgating the Federal percentage (under
section 1101(a)(8)) for such State for such period (which promul-
gation for the Federal medical percentage shall be conclusive for
such period).

* * » » * * *

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

FEDERAL OLD-AGE AND SURVIVORS8 INSURANCE TRUST FUND AND
FEDERAL DISABILITY INBURANCE TRUST FUND

SecTION 201, (a) * * *

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

(1) % of 1 per centum of the wages (as defined in section
3121 of the Internal Revenue Code of 19564) paid after Decem-
ber 31, 1956, and before January 1, 1966, and reported to the
Secretary of the Treasury or his delegate pursuant to subtitle F
of the Internal Revenue Code of 1954, and 0.66 of 1 per centum
of such wages paid after December 31, 1964, amd so reported,
which wages shall be certified by the Secretary of Fealth, Kduca-
tion, and Welfare on the basis of the records of wages established
and maintained by such Secretary in accordance with such
reports: and

(2) % of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code
of 1954) reported to the Secretary of the Treasury or his dele-

ate on tax returns under subtitle F of the Internal Revenue

ode of 1954 for any tr.xable year beginning after December 31,
1956, and before January 1, 1965, and 0.4876 of 1 per centum of
the amount of such self-employment income so reported for an
tazable year beginning . after December 31, 1964, which seli-
employment income shall be certified by the Secretary of Health,
Education, and Welfare on the basis of the records of self-
employment income established and maintained by the Secretar
of Health, Education, and Welfare in accordance with such
returns.

OLD-AGE AND SBURVIVORS INSURANCE BENEFIT PAYMENTS
Old-Age Insurance Benefits
- Skc. 202, (a) * * *
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Wife's Insurance Benefits

(b) (1) The wife (as defined in section 216(b)) of an individual
entitled to old-age or disability insurance benefits, if such wife—
(A) has filed application for wife’s insurance benefits
(B) has attained age of 62 or has in her care (individually
or jointly with her husband) at the time of filing such application
o child entitled to a child’s insurance benefit on the basis of the
wages and self-employment income of her husband, and
(C) is not entitled to old-age or disability insurance benefits,
or is entitled to old-age or disability insurance benefits based
on a primary insurance amount which is less than one-half of
- the primary insurance amount of her husband, .

shall (subject to subsection (s)) be entitled to a wife’s insurance benefit
for each month, beginning with the first month after August 19560 in
which she becomes so entitled to such insurance benefits and ending
with the month preceding the first month in which any of the following
oceurs: she dies, her husband dies, they are divorced a vinculo
matrimonii, no child of her husband is entitled to a child’s insurance
henefit and she has not attained age 62, she becomes entitled to
an old-age or disability insurance benefit based on a primary insurance
amount which is equal to or exceeds one-half of the primary insurance
amount of her husband, or her husband is not entitled to disability
insurance benefits and 1s not entitled to old-age insurance benefits.
(2) Except as provided in subsection (q), such wife’s insurance
benefit for each month shall be equal to one-half of the primary insur-

ance amount of her husband for such month, '

Husband’s Insurance Benefits
(cy(1) * * * |
(2) The requirement in paragraph (1) that the individual entitled
to old-age or disability insurance benefits be a currently insured
individual, and the provisions of subparagraph (C) of such para-
graph, shall (subject to subsection (s)) not be applicable in the case of
any hushand who—-

(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and at-
tainment of age 62 in such prior month would have been entitled
to, benefits under subsection (f) or (h); or

(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d).

(3) Except as provided in subsection (g), such husband’s in-
surance benefit for each month shall be equal to one-half of the
primary insurance amount of his wife for such month,

Child’s Insurance Benefits

(d)(1) Every child (as defined in section 216(e)) of an individual
entitled to old-age or disability insurance benefits, or of an individual
who dies a fully or currently insured individual if such child—

(A) has filed application for child’s insurance benefits,
(B) at the time such application was filed was unmarried and
[either] (i) had not attained the age of [eighteen or (ii)] eighteen
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(12) was a full-time student and had not attained the age of twenty-two,
or (wi) was under a disability (as defined in section 223(c))
which began before he attained the age of eighteen, and ‘
(C) was dependent upon such individual—
(i) if such individual is living, at the time such applica-
tion was filed.
(ii) if such individual has died, at the time of such death, or
(ii1) if such individual had a period of disability which
continued until he became entitled to old-age or disability
insurance benefits, or (if he has died) until the month of
his death, at the beginning of such period of disability or at
the time he became entitled to such benefits,
[shall be entitled to a child’s insurance benefit for each month, be-
ginning with the first :nonth after August 1950 in which such child
becomes so entitled to such insurance benefits and ending with the
month preceding the first month in which any of the following occurs:
such child dies, marries, is adopted (except for adoption by a. step-
})arent, grandparent, aunt, or uncle subsequent to the death of such
ully or currently insured individual), or attains the age of eighteen
and is'not under a disability (as defined in section 223 (c)) which began
before he attained such age.} shall be entitled to a child's insurance
benefit for each month, beginning with the first month after August 1960
in which such child became so entitled to such insurance benefits and
ending with the month preceding whichever of the following first occurs—
(D) the month wn which such child dies, marries, or is adopted
(except for adoption by a stepparent, grandparent, aunt, or uncle
subsequent to the death of such fully or currently insured individual),
(E) in the case of a child who is not under a disability (as de-
JSined in section 223(c)) at the time he attains the age of 18 and who
during no part of the month vn which he attains such age is a full-
time student, the month tn which such child attarins the age of 18,
(F') in the case of a child who s a full-tvme 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 wn which he attains the age of 22, whichever
occurs earlier, but only if in the third month preceding such earlier
month he was not under a disability (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 subsequent month and who in the month for which he becomes
so entitled is not under-a disability (as.so defined) which began before
he attained the age of 18, the 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, '
gH) wn 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) attaing the age of 22 before the close
of the third month following the month in which ke ceases to be under
such disability or (i) was a full-time student during no part of
such third month, the third month following the month in which he
ceases to be under such disability, or
i] ) in the case of a child who after he atlains the age of 18 ceases
to be under a disability (as so defined) which began befgre he attained
the age of 18, but who has not attained the age of 22 before the close



SOCIAL- BECURITY AMENDMENTS OF 1964 59

-of the third month following the month in, which.he ceases to be under

such disability and is a full-time student.in such third month, the

earlier of (2) the first month (after such third month) during no part

of which he i3 a full-time student, or (ii) the month in which he

attains the age of 22. » , ,
[Entitlement of any child to benefits under this subsection shall also
end with the month preceding the third month following the month in
which he ceases to be under a disability (as so defined) after the month
in which he attains age eighteen.] Entitlement of any child to
benefits under this subsection on the basis of the wages and self-
employment income of an individual entitled to disability insurance
benefits shall also end with the month before the first month for
which such individual is not entitled to such benefits unless such
individual is, for such later month, entitled to old-age insurance
benefits or unless he dies in such month. In the case of an indi-
vidual entitled to disability insurance benefits, the provisions of
clause (i) of subﬁaragraph (C) of this paragraph shall not apply
to & child of such individual unless the (A) is the natural child or
stepchild of such individual (including such a child who was legally
adopted by such individual) or (B) was legally adopted by sucﬁ in-
dividual before the end of the twenty-four month period beginning
with the month after the month in which such individual most
recently became entitled to disability insurance benefits, but only
if (i) proceedings for such adoption of the child had been instituted
by such individual in or before the month in which began the period
o{ disability of such individual which still exists at the time of such
adoption or (ii) such adopted child was living with such individual
in such month. . '

(2) Such child’s insurance benefit for each month shall, if the
individual on the basis of whose wages and self-employment income
the child is entitled to such benefit has not died prior to the end
of such month, be equal to one-half of the primary insurance amount
of such individual for such month. Such child’s insurance benefit for
each month shall, if such individual has died in or prior to such month,
be equal to three-fourths of the primary insurance amount of such
individual. : L :

33) A: child shall be deemed dependent-upon his father or adopting
father at the time specified in pa.ra&g‘aph (1)(C) unless, at such time,
such individual was not living with or contributing to the support
of such child and— ', A S '

(A) such child is neither the legitimate nor adopted child of
such individual,or -~ ., . . : ‘

- (B) such child has. been adopted by some otlier individual.
For purposes of this paragraph, a child deemed to be a child of a
fully or currently insured individual pursuant to section 216(h)(2)
(B) shall, if such individual is the child’s father, be deemed to be
the legitimate child of such individual, |

. (4) A child shall be deemed dependent upon his stepfather at the
time specified in paragraph (1)(C) if, at such time, the child was
living with or was receiving at least one-half of his support from
such stepfather, ‘ ‘

(5) A child shall be deemed dependent upon his natural or adopting
mother at the time specified in paragraph (1)(C) if such mother
or adopting mother was a cwrrently insured Individual. A child shall
also be deemed dependent upon his natural or adopting mother, or
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upon his stepmother, at'the time specified in paragraph (1)(C), if at
such time, (A) she was living with or contributing to the support of
such child, and (B) either (i) such child was neither living with nor
receiving contributions from his father or adopting father, or (ii) such
child was receiving at least one-half of his support from her, ‘

(6) In the case of a child who has attained the age of eighteen
and who marvies— - : o '

(A) an individual entitled to benefits under subsection (a), (e),
(), (), or (h) of this section or under section 223 (a), or

(B) another individual who has attained the age of eighteen
and is entitled to benefits under this subsection. b

such child’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsection
(8), not be terminated by reason of such marriage; except that; in the
case of such a marriage to a male individual entitled to benefits under
section 223(a) or this subsection, the preceding provisions of this para-
graph shall not apply with respect to geneﬁt‘s or months after the last
month for which such individual is entitled to such benefits under
section 223 (a) or ‘this subsection unless (i) he ceases to'be so entitled
by reason of his death, or (ii) in the case of an individual who Was:
entitled to benefits under section 223(a), he is entitled ,for the ménth
foll(;wing such last month, to benefits under subsection (a) of this’
section, o o _ o S
(7) ‘A child whose entitlement to child's insurdnce benefits on thé bdsic’
of the wages ‘and self-employment income of "an insured individual
terminated with the month preceding the month in which such’ child:
allained the age of 18, or with a subsequent month, may again become:
entitled to such benefits (provided no event specified in paragraph (1)(D)
has occurred) beginning with the first month thereafter in which he 1s
a full-time student and has not attained the age of 22 if he has filed
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
specified in paragraph (1)(D) occurs. ’ C
(8) For the purposes of this subsection— e

(A) A “Sull-time student” i3 an individual who s in full-time
attendance as a student at an educational institution, as determined
by the Secretar;’;e (tn accordance with requlations prescitbed by him
an the light of the standards and fmctices of the tnstitutions tnvolved,
except- that no individual shall be considered a ‘‘full-time student”
if he 18 ;:gui by hig employer while attending an educational tnstitu-
tion at the request, or pursuant to a requirement, of his employer.

(B) Euxcept to the extent provided in such regulations, an individual
shall be decmed to be a full-time student during any period of non-
attendance at an educational instituion at which he has been in
Sfull-time attendance tf (1) such period s 4 calendar months or less
and (it) he shows to the satisfaction of the Secretary that he intends
to continue to be in full-time attendance at an educational institution
tmmediately following such period. , ,

(C) An “educational institution’” s (¢) @ school or college or
university operated or directly supported by the United States, or by
any State or local government or political subdivision thereof, or
(49) a school or college or untversity which has been approved by a
State or accredited by a State-recognized or nationally-recognized
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accrediting agency or body, or (i%%). @ school or college or university

- for which there is no such agency or body or which has been in opera-
lion an insuffivient period of time for such approval or accreditation,
but which s approved by the Secretary in accordance with regulations
prescribed by ham.

Widow’s Insurance Benefits

(e)(1) The widow (as defined in section 216(c)) of an individual
who died a fully insured individual, if such widow—

‘ (A) has not remarried,

(B) has attained age [627 60,
(C)(1) has filed application for ‘“widow” insurance benefit, or
‘was entitled, after attainment of age 62, to wife’s insurance
benefits, on the basis of the wages and self-employment income
.of such individual, for the month preceding the month in which
he died, or T
(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother’s insurance benefits for the month pre-
ceding the month in which she attained age 62, and
(D) is not entitled to old-age insurance benefits or is entitled
to old-age insurance benefits each of which is less than 82% per-
cent of the primary insurance amount of her deceased husband,
shall be entitled to a widow’s insurance benefit for each month, begin-
ning with the first month after August 1950 in which she becomes so
entitled to such insurance benefits and ending with the month pre-
ceding the first month in which any of the following occurs: she re-
marries, dies, or becomes entitled to an old-age insurance benefit
equal to or exceeding 824 percent of the primary insurance amount
o(fl her deceased husband. _

(2) ESuch} Exzcept as provided in subsection (q), such widow's insur-
ance benefit: for each month shall be equal to 82% percent of the
primary insurance amount of her deceased husband.

(3) In the ease of any widow of an individual—
éA; who marries another individual, and
B) whose marriage to the individual referred to in subpara-

graph (A) is terminated by his death which occurs within one
wear after such marriage and he did not die a fully insured indi-
vidual the marriage to the individual referred to in clause (A)
shall, for the purposes of paragraph (1), be deemed not to have
occwrred, No benefits shall be paya.bfe under this subsection
by reason of the preceding sentence for any month prior to
whichever of the following 1s the latest: (i) the month in which
the death referred to in subparagraph (B) of the preceding sen-
tence occurs, (i) the twelfth month before the month in which
such widow files application for purposes of this paragraph, or
(ili) Novembor 1956. v

{4) In the case of a widow who marries-—

(A) an individual entitled to benefits under subsection (f) or
(h) of this seetion, or
(B) an individual who has attained the age of eighteen and
is entitled to benefits under subsection (d),
such widow’s entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsection

30-938—64——5
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(s), not be terminated by reason of such marriage; except that, in
the case of such o marringe to an individuel entitled to benefits under
subsection (d), the preceding provisions of this peragraph shell not
apply with respect to benefits for months atter the lest month for
which such individual is entitled to such benefits under subsection
(d) unless he ceases to be so entitled by reason of his desath.

Widower’s Insurance Benefits

(f) (1) The widower (as defined in section 216(g)) of an individual
who died a fully and currently insured individual, if such widower—

(A) has not remarried, :

(B) has attained age 62,

(C) has filed application for widower’s insurance benefits or
was entitled to husband’s insurance benefits, on the basis of the
wages and self-employment income of such individual, for the
month preceding the month in which she died. :

(D) Ji) was receiving at least one-half of his support, as deter-
mined in accordance with regulations prescribed by the Secretary,
from such individual at the time of her death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which she died, at the time such period began or at
the time of her death, and filed proof of such support withi1 two
years after the date of such death, or, if she had such a period
of disability, within two years after the month in which she filed
application with respeet to such period of disability or two years
after che date of ruch death, as the cass may be, or (il) was re-
ceiving at least one-half of his support, as determined in accord-
ance with regulations prescribed by the Secretary, from such
individual, and she was a currently insured individual, at the:
time she becams entitled to old-age or disability insurance bene-
fits or, if such individual had a period of disability which did not
end prior to the month in which she became so entitled, at the
time such period began or at the time she becama entitled to
such benefits, and filed proof of such support within two years
after the month in which she becams entitled to such benefits, or,
if she had such a period of disability, within two years after the
month in which she filed application with respect to such period
of disability or two years aRer the month in which she became
entitled to such benefits, as the case may be, and

(E) is not entitled to old-age insurance benefits, or is en-
titled to old-age insurance benefits each of which is less than
82'}‘4 percent of the primary insurance amount of his deceased
wife.

shall be entitled to a widower’s insurance benefit for each moaith,
beginning with the first month after August 1950 in which he be-
comes s0 entitled to such insurance benefits and ending with the
month preceding the first month in which any of the following occurs:
he remarries, dies, or becomes entitled to an old-age insurance benefit
equal to or exceeding 82% percent of the primary insurance amount
of his deceased wife,

(2) The requirement in paragraph (1) that the deceased fully
insured individual also be a currently insured individuel, and the
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provisions' of ‘subparagraph (D) of such paragraph, shall (subject to
subsection (s)) not be applicable in the case of any individual who—
(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attain-
ment of age 62 in such prior month would have beén entitled
to, benefits under this subsection or subsection (h); or
(B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been antitled to, benefits under
subsection (d). _ ‘
(3) Such widower’s insurance benefit for each month shall be
eq}ml to 824 percent of the primary insurance amount of his deceased
wife. '
(4) In the case of a widower who remarries— N
' (A) an individual entitled to benefits under subsection (e),
(), or (h); or ' o
(B) an individual who has attained the age of eighteen and
is entitled to benefits under subsection (d),
such widower’s entitlement to benefits under this subsection shall
notwithstanding the provisions of paragraph (1) but subject to sub-
section(s), not be terminated by reason of such marriage.

Mother’s Insurance Benefits

() (1) The widow and every former wife divorced (as defined in
section 216(d)) of an individual who died a fully or currently insured
individual if such widow or former wile-divorced— . : -

' (A) has not remarried, :
.(B) 1is not entitled to a widow’s insurance benefit,

(C) is not entitled to old-age insurance benefits, or is entitled
“to old-age insurance benefits. ench of which is less than three-
fourths of the primary insurance amount of such individual,

(D) has filed a };)llOlLtiOn for mother’s insurance benefits, or
was ontitled to wife’s insurance benefits on the basis of the wages
and self-employment income of such individual for the month
preceding the month in which he died, : '

(E) at the time of filing such application has in her care a child
of such individual entitled to a child’s insurance benefit, and -

(I") in the case of a former wife divorced, was recciving from .
such. individual (pursuant to agreement or court order) at least
one-half of her support at the time of his death or, if-such indi-
vidual had a period of disability -which did:not end prior to the
month in which he died, at the time such period began or at the
time of such death, and the child referred to in subparagraph (E)
is her son, daughter, or legally adopted child and the benefits
referred to in such subparagraph are payable on the basis of such
individual’s wages and self-employment income,

shall (subject to subsection(s)) he entitled to a mother's insurance
benefit for each month, beginning with the first month after August
1950 in which she becomes so entitled to such insurance benefits und
ending with the month preceding the first month in which any of the
following oceurs: no child of such deceased individual is entitled to u
child’s insurance benefit, such widow or former wife divorced becomes
entitled to an old-age insurance benefit equal to or exceeding three-
fourths of the primary insurance amount of such deceased individual,
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she becomes entitled to a widow’s insurance benefit, she remarries,
.or she dies. Entitlement to such benefits shall also end, in the case
«of a former wife divorced, with the month immediately preceding the
first month in which no son, daughter, or legally adopted child of such
former wife divorced is entitled to a child’s insurance benefit on the
‘basis of the wages and self-employment income of such deceased
individual.

(2) Such mother’s insurance benefit for each month shall be equal
to three-fourth of the primary insurance amount of such deceased
individual.

. d(3) IIn the case of any widow or former wife divorced of an indi-
vidual—
(A) who marries another individual, and
(B) whose marriage to the individual referred to in subpara-
aph (A) is terminated by his death but she is not, and upon
iling application therefor in the month in which he died would
not be, entitled to benefits for such month on the basis of his
wages and self-employment income,
the marriage to the individual referred to in clause (A) shall, for the
purpose of paragraph (1), be deemed not to have occurred. No bene-
fits shall be payable under this subsection by reason of the preceding
sentence for any month prior to whichever of the following is the
latest: (i) the month in which the death referred to in subparagraph
(Bj of the preceding sentence occurs, (ii) the twelfth month before
the month in which guch widow or former wife divorced files applica-
tion for purposes of this paragraph, or (iii) the month following the
month in which thig paragraph is enacted.
(4) In the case of a widow or former wife divorced who marries—
(A) an individual entitled to benefits under subsection (a),
(f), or (h), or under section 223(a), or
(B? an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),
the entitlement of such widow or former wife divorced to benefits
under this subsection shall, notwithstanding the provisions of para-
graﬁh (1) but subject to subsection(s), not be terminated by reason of
such marriage; except that, in the case of such a marriage to an
individual entitled to benefits under section 223(a) or subsection (d)
of this section, the preceding provisions of this paragraph shall not
apply with respect to benefits for months after the last month for
which such individual is entitled to such benefits under section 223(a)
or subsection (d) of this section unless (i) he ceases to be so entitled
by reason of his death, or (ii) in the case of an individual who was
entitled to benefits under section 223(a), he is entitled, for the month
following such last month, to benefits under subsection (a) of this
gection. :
ParenT's INsURANCE BENEFITS

(h) (1) Every paront (as defined in this subsection) of an individual
who died a fulf;r insured individual if such parent—

(A) has attained age 62, -

(B) (i) was raceiving at least one-half of his support from such
individual at the time of such individual’s death or, if such indi-
vidual had a period of disability which did not end prior to the
month in which he died, at the time such period began or at
the time of such death, and (ii) filed proof of such support within
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two years after the date of such death, or, if such individual had
such a period of disability, within two years after the month in
which such individual filed application with respect to such
period of disability or two years after the date of such death, as
the case may be, - .

(C) has not married since such individual’s death, «

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefits each of which is {ess ‘than 82%
percent of the primary insurance amount of such deceased indi~
vidual if the amount of the parent’s insurance benefit for such
month is determinable under paragraph (2)(A) (or 75 percent
of such primary insurance amount in any other case), an(F '

(E) has filed application for parent’s insurance benefits,
shall be entitled to a parent’s insurance benefit for each month
beginning with the first month after August 1950 in which such
parent becomes so entitled to such parent’s insurance benefits
and ending with the month preceding the first month in which
any of the following occurs: such parent dies, marries, or be-
comes entitled to an old-age insurance benefit equal to or exceed-
ing 82% percent of the primary insurance amount of such deceased
individual if the amount of the parent’s insurance benefit for such
month is determinable under paragraph (2)(A) (or 76 percent of
such primary insurance amount in any other case). . |,

(2) (A) Except as provided in subparagraphs 63) and (), such
parent’s insurance benefit for each month shall be equal to 82% per-
cent of the primary insurance amount of such deceased individual.

(B) For any month for which more than one parent is entitled
to parent’s insurance benefits on the basis of such deceased individual’s
wages and self-employment income, such benefit for each such Barent
for such month sEnl (except as provided in subparagraph (C)) be
equal to 76 percent of the primary insurance amount of such deceased
individual,

(C) In any case in which— |

(i) any parent is entitled to a parent’s insurance benefit for
a month on the basis of & deceased individual’s wages and self-
employment income, and e

(1i) another parent of such deceased individual it entitled to a
parent’s insurance benefit for such month on the basis of such
wages and self-employment income, and on the basis of an appli-
cation filed after sucl}; month and after the month in which the
application for the parent’s benefits referred to in clause (i)
was filed, .

tho amount of the parent’s insurance benefit of the parent referred
to in clause éi) for the month referred to in such clause shall be de-
termined undor subparagraph (A) instead of subparagraph (B) and
the amount of the parent’s insurance bencfit of a parent. réferred
to in clause (ii) for such month shall be equal to 150 percent of the
primary insurance amount of the deceased individual minus the
amount (bofore the application of section 203(a) of the benefit for
such month of the parent referred to in clause (). , ;

(3) As used in this subsection, the term ‘‘parent” mcans the
mother or father of an individual, a stepparent of an individual by a
marriage contracted before such individual attained tho age of six-
teen, or an adopting parent by whom an individual was adopted bofore
he attained the age of sixteen. o :
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(4) In the case of a parent who marries—-
(A) An individual entitled to benefits under this subsection or
subsection (e), (), or (g), or
(B) an individual who has attained the age of cighteen and
is entitled to benefits under subsection (d).
such parent’s entitlement to benefits under this subsaction” shall,
notwithstanding the provisions of paragraph (1) but subject to sub-
section (s), not be terminated by reason of such marriage; except
that, in the case of such a marriage to a male individual entitled to
benefits under subsection (d), the preceding provisions of this para-
raph shall not apply with respect to benefits for months after the
ast month for which such individual is entitled to such benefits under
subsection (d) unless he ceases to be so entitled by reason of his
death.
* * * * * * *

Adjustment of Old-Age, Wife’s, [or Husband’s]} Husband’s, or
Vidow's Insurance Benefit Amounts in Accordance With Age of
Beneficiary

(q) [(1) If the first month for which an individual is entitied
to an old-age, wife’s, or husband’s insurance benefit is a month before
the month in which such individual attains age 65, the amount of
such benefit for each month shall, subject to the succeeding para-
graphs of this subsection, be reduced by— o

C(A) % of 1 percent of such amount if such benefit is an old-age
insurance benefit, or 2%, of 1 percent of such amount if such
benefit is a wife’s or husband’s insurance benefit; multiplied by

[(B) (i) the number of months in the reduction period for
such benefit (determined under paragraph (5)), if such bene-
fit is for a month before the month in which such individual
attains age 65, or

L@i) The number of months in the adjusted reduction period
for such benefit (determined under paragraph (6)), if such
benefit is for the month in which such individual attains age
65 or for any other month thereafter.]

: 1)_ If the first month for which an individual is entitled to an old-age,

wife’s, husband's, or widow’s insurance benefit is a month before the
menth in which such individual attains retirement age, the amount of
such benefit for each month shall, subju.t to the succeeding paragraphs
of this subsection, be reduced by—

(A) 6/9 of 1 percent of such amount if such benefit is an old-age
or widow's insurance benefit, or 26/36 of 1 percent of such amount if
such benefit is a wife’s or husband's insurance benefit, multiplied b%

(B) (t) the number of months in the reduction period for suc
benefit (determined under paragraph (6)), if such benefit is for a
month before the month in which such individual attains retirement
age, or

g(ii) the number of months in the adjusted reduction period for
such benefit (determined under paragraph (6)), if such benefit is for
the month in which such individual attains retirement age for any

- month thereafter. '

(2) gA) If the first month for which an individual both is entitled to
a [wife’s or husband’s insurance benefit] wife’s, husband's, or widow's
insurance benefit and has attained [age 627 age 62 (in the case of a
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wife's or husband’s insurance benefit) or age 60 (in the case of a widow's
insurance benefit) is a month for which such individual is also entitled
to— .

(i) an old-age insurance benefit (to which such individual was

first entitled for a month before he attains age 65), or

(ii) a disability insurance benefit,
then in lieu of any reduction under paragraph (1) (but subject to the
succeeding paragraphs of this subsection) such [wife’s or husband’s _
insurance benefit] wife’s, husband’s, or widow's wnsurance benefit for
eac(lb;nonth shall be reduced as provided in subparagraph (B), (C),
or .

(B) For any month for which such individual is entitled to an old-
age insurance benefit, such individual’s wife’s or husband’s insurance
benefit shall be reduced by the sum of— '

(i) the amount by which such old-age insurance benefit is
reduced under paragraph (1), and

(ii) the amount by which such wife’s or husband’s insurance
benefit would be reduced under paragraph (1) if it were equal
to thé excess of such wife’s or husband’s insurance benefit (be-
fore reduction under this subsection) over such old-age insurance
benefit (before reduction under this subsection),

(C) For any month for which such individual is entitled to a
disability insurance benefit, such individual’s [wife’s or husband’s]
wife’s, husband’s, or widow's insurance benefit shall be reduced by the
amount by which such benefit would be reduced under paragraph (1)
if it were equal to the excess of such benefit (before reduction under
this subsection) over such disability insurance benefit.

(D) For any month for which such individual ig entitled neither
to an old-age insurance benefit nor to a disability insurance benofit,
such indivigual’s [wife’s or husband’s} wife’s, husband's, or widow’s
insurance benefit shall be reduced by the amount by which it would
be reduced under paragraph (1). ‘

(E£) If the first month for +wiich an individual is entitled to an old-age
insurance benefit whether such first month occurs before, with, or after the
month in which such individual attains the age of 66, is a month for
which such individual is also (or would, but for subsectron (e)(1), be)
entitled to a widow's insurance benefit to which such indwidual was first
entitled for a ‘month before she attarned the age of 62, then such old-age
';'nsurmwe benefit shall be reduced by whichever of the Jollowing 1is the

arger: .
() the amount by which (but for this subparagraph) such old-age
insurance benefit would have been reduced under paragraph (1), or
(12) the amount equal to the sum of the amount by which such wid-
ow’s insurance benefit was reduced for the month in which such indi-
vidual attained the age of 62 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 (bebfore reduction
under this subsection) over such widow's insurance benefit (before
( )reiigwtion under this subsection).
3) If—
(A) an individual is or was entitled to a benefit subject to
reduction under this subsection, and
(B) such benefit is increased by reason of an increase in the
primary insurance amount of the individual on whose wages and
self-employment income such benefit is based,
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then the amount of the reduction of such benefit for each month shall
be computed separately (under paragraph (1) or (2), whichever
applies) for the portion of such benefit which constitutes such bene-
fit before any increase described in subparagraph (B), and sepa-
rately (under paragraph (1) or (2), whichever applies to the bene-
fit being increased) for each such increase.. For purposes of deter-
mining the amount of the reduction under paragraph (1) or (2) in
any such increase, the reduction period and the adjusted reduction
geriod shall be determined as if such increase were a separate bene-

t to which such individual was entitled for and after the first month
for which such increase is effective. ,

(4)(A) No wife’s insurance benefit shall be reduced under this
subsection—

(i) for any month before the first month for which there is
in effect a certificate filed by her with the Secretary, in accord-
ance with regulations prescribed by him, in which she elects to
receive wife’s insurance benefits reduced as provided in this
subsection, or

(ii) for any month in which she has in her care (individually
or jointly with the person on whose wages and self-er_n‘})lo, ent
income Ker wife’s insurance benefit is based) a child of such
person entitled to child’s insurance benefits,

(B) Any certificate desecribed in subparagraph (A)(i) shall be effec-
tive for purposes of this subsection (and for purposes of preventing
deductions under section 203(c)(2))— ,

(i) for the month in which it is filed and frr any month
thereafter, and '

(ii) for months, in the period designated by the woman filing
such certificate, of one or more consecutive months (not exceeding
}Z)filirrcxlme(liutely preceding the month in which such certificate
is filed;

except that such cortificate shall not be effective for ang month before
the month in which she attains age 62, nor shall it be effective for
any month to which subparagraph (A)(ii) applies. o

(C) If a woman does not have in her care a child described in
subparagraph (A)(i) in the first month for which she is entitled to
a wife’s insurance benefit, and if such first month is a month before
the month in which she attains age 65, she shall be deemed to have
filed in such first month the certificate described in subpara,%ra h (A) ﬁ:).‘

(D) No widow's insurance benefit for a month in which she has in her
care a child of her deceased husband entitled to child's insurance benefits
shall be reduced under this subsection below the amount to which she would
have been entitled had she been entitled for such month to mother's in-
surance benefits on the basis of her deceased husband's wages and self-
employment Tncome. ' )

(5) For purposes of this subsection, the ‘‘reduction period’” for
an individual’s old-nge, [wife’s, or husband's] wifes’, husband’s, or
widow's insurance benefit is the period—

(A) beginning—

(i) in the case of an old-age Eor husband’s] husband’s, or
widouw’s insurance benefit, with the first day of the firat
month for which such individual is entitled to such benefit,
or
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(i) in the case of a wife’s insurance benefit, with the
first day of the first month for which a certificate described
in paragraph (4)(A)() is effective, and :

(B) ending with the last day of the month before the month
in which such individual attains [age 657 retirement age.

(6) For purposes of this subsection, the “adjusted reduction period”
for an individual’s old-age, [wife’s, or husband’s] wife’s, husband’s,
or widow’s insurance benefit is the reduction period prescribed by
paragraph (5) for such benefit, excluding from such period—

(A) any month in which such benefit was subject to deduc-
tions under section 203 (b), 203(c) (1), 203(d) (1), or 222(b).. v

(B) in the case of wife's insurance benefits, any month in
which she has in her care (individually or jointly with the person
on whose wages and self-employment income such benefit is
lias%ii a child of such person entitled to child’s insurance benefits,

an -

(C) in the case of wife’s or husband’s insurance benefits, any
month for which such individual was not entitled to such benefits
becuase the spouse on whose wages and self-employment income
such benefits were based ceased to be under a [disability.} dvs-
ability, and '

(D) tn the case of widow's insurance benefits, any month in which
the reduction in the amount of such benefit was determined under
paragraph (4) (D). , , ,

(7) This subsection shall be applied after reduction under section
203(a) and after application of section 215(g). If the amount of any
Teduction com ute(F under parsgraph (1) or (2) is not a multiple of
$0.10, it shall be reduced to the next lower multiple of $0.10.

(8) For purposes of this subsection, the term ‘‘retirement age' means
age 66 with respect to an old-age, unfe's, or husband’'s insurance benefit
and age 62 with respect to a widow's tnsurance benefit.

» * * B * * *

Child Aged 1 8 or Over Attending School

(8)(1) For the purposes of subsections (b)(1), (9)(1), (¢)(4), and
(¢)(6) of this section and paragraphs (2), (3), and (4) of sectgon 208(c),
a child who s entitled to child’s insurance benefits under subsection (d)
Jor 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.

(2) Subsection (f)(4), and so much of subsections (d)(6), (e)(4),
@)(4), and (h)(4) of this section as i)recedes the semicolon, shall mot
apply in the case of any child unless such child, at the time of the marriage
referred to therein, was under a disability (as defined n section 223
(¢)) which began 5ejore 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.

(8) Subsections (¢)(2)(B) and (f)(2)(B) of this section, so much of
subsections (d)(6), (e)(4), (9)(4), and (h)(4) of this section as follows
the semicolon, the last sentence of subsection (¢) of section 2083, subsection
?{))(I )§O) of section 203, and subsections (b)(3)(B), (c)(6)(B),

(8)(B), and (g)(6)(B) of section 216 shall not apply in the case of
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any child with respect to any month referred to therein unless in such
month or the third month prior thereto such child was under a disability
(as d;ﬁned i section 223(c)) which began before such child attained the
age of 18.

* * * * * * *
REDUCTION OF INSURANCE BENEFITS
Maximum Benefits

Skc, 203. (a) Whenever the total of monthly benefits to which
individuals are entitled under sections 202 and 223 for a month on
the basis of the wages and self-employment income of an insured,
individual is greater than the amount appearing in column V of the
‘table in section 215(a) on the line on which appears in column IV
such insured individual’s primary insurance amount, such total of
benefits shall be reduced to such amount; except that—

(1) when any of such individuals so entitled would (but for
the provisions of section 202(k)(2)(A)) be entitled to child’s
insurance benefits on the basis of the wages and self-employment
income of one or more other insured individuals, such total of
benefits shall not be reduced to legs than the smaller of: - (A) the
sum of the maximum amounts of bencefits payable on the basis
of the wages and self-employment income of all such insured in-
dividuals, or (B) the last figure in column V of the table appear-
ing in section 216(a), or .

L) when any of such individuals was entitled (without the
application of section 202(j)(1) and section 223(b)) to monthly
benefits under section 202 or section 223 for December 1958, and
the primary insurance amount of the insured individual on the
basis of whose wages and self-employment income such monthly
benefits are payablo is (leterminc(} under the provisions of section
216(n) (2), then such total benefits shall not be reduced to less
than the larger of—

L(A) the amount determined under this subsection with-
out regard to this paragraph, or ,

L(B) the amount determined under this subsection as in
cffect prior to the enactmoent of the Social Security Amend-
ments of 1968 or the amount determined under section 102(h)
of the Social Security Amendments of 1954, as the case may
be, plus the excess of—-

L(i) the primary insurance amount of such insured
individual in column IV of the table appearing in sec-
tion 2156(n), over

L[(i) his primary insurance amount determined under
section 216(¢), or} :

(2) when 2 or more persons were entitled (without the application
of section 202(3?(1 ) and section 223(b)) to monthly bene}{t’s under
sections 202 and 223 for the first month following the month in which
the Social Security Amendments of 1964 are enacted on the basis
of the wages and self-employment income of such insured individual,
such total of benefits shall not be reduced to less than the larger of—

(A) the amount determined under this subsection without
regard to this paragraph, or
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(B) the sum of the amounts derived by multiplying the benefit
amount (determined wnder thas title as in effect prior to the
enactment of the Social Security Amendments of 1964) of each
such person for the month specified therein by 105 percent and
raising each such increased amount, if it is not @ multuple of
$0.10, to the next higher multiple oj $0.10.

L(3) when any of such individuals 1s entitled (without the ap-
plication of section 202(j)(1) and section 223(b)) to monthly
benefits based on the wages and self-employment income of an
insured individual with respect to whom a period of disability
(as defined in section 216(i)) began prior to January 1959 and

~ continued until— . o

L(A) he became entitled to benefits under section 202 or

223, or | , :
L(B) he died, whichever first occurred, . + = .
and- the primary insurance amount of such insured individual
is determined under the provisions of section 215(a) (1) or (3),
then such total of benelfits shall not be reduced to less than $99.10
if such primary insurance amount is $66, to less than $102.40 if
such primary insurance amount is $67, to less than $106.50 if such
primary insurance amount is $68, or, if such primary insurance
amount is higher than $68, to less than the smeller of—

L(C) the amount determined wuander this subsection
without regard to this paragraph, or $206.60, whichever is
larger, or _ ' !

E(D) the amount in column V of such table on the same
line on which, in column IV, appears his primary insurance
amount, plus the excess of— ‘

(1) such primary insurance amount, over .

(i1) the smaller amount in column IT of the table on

the line on which appearssuch primary insurance amount,

In any case in which benefits are reduced pursuant to the pre-
ceding provisions of this subsection, such reduction shall he made
after any deductions under this section and after any deductions
under section 222(b). Whenever a reduction is made under this
subsection, cach benefit, except the old-age or disability insurance
benefit, shall be proportionately decreased.]
x T L * * K *

Deduetions on Account of Noncovered Work Qutside the United
' States or Failure to Have Child in Care

(¢) Deductions, in such amounts and at such time or times as the
Sceretary shall determine, shall be made from any payment or pay-
ments under thig title to which an individual is entitled, until the
total of such deductions cquals such individual’s benefit or benefits
under section 202 for any month—

(1) in which such individual is under the age of seventy-two
and on seven or more different calendar days of which he en-
~gaged in noncovered remuncrative activity outside the United
States; or
(2) in which such individual, if a wife under age sixty-five
entitled to a wife’s insurance benefit, did not have in her care
(individually or jointly with her husband) a child of her husband
entitled to a child’s insurance benefit and such wife’s ingurance
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benefit for such month was not reduced under the provisions of
gection 202(q); or
(3) in which such individual, if & widow entitled to a Mother’s
ingurance benefit, did not have in her care a child of her deceased
husband entitled to a child’s insurance benefit; or
(4) in which such individual, if a former wife divorced entitled

to a mother’s insurance benefit, did not have in her care a child

of her deceased former husband who (A) it her son, daughter, or

legally adopted child and (B) is entitled to a child’s insurance

benefit on the basis of the wages and self-employment income of

her deceased former husband.
For purposes of paragraphs (2), (3), and (4) of this subsection, a child
-ghall not be considered to be entitled to a child’s insurance benefit
for any month in which paragraph (1) of section 202(s) applies or an
event specified in section 222(b) occurs with respect to such child.
[hNo ubject to dparagraph (8) of such section 202(s), no deduction
ghall be made under this subsection from any child’s insurance benefit
for the month in which the child entitled to such benefit attained the
age of eighteen or any subsequent month.

L L L L ] * * *

Months to Which Earnings Are Charged

(f) For purposes of subsection (b)—

(1) The amount of an individual’s excess earnings (as de-
fined in paragraph (3)) shall be charged to months as follows:
There shall be charged to the firgt month of such taxable year
an amount of his excess earnings equal to the sum of the pay-
ments .to. which he and all other persons are entitled for such
month under section 2( 2 on the basis of his wages and self-employ-
ment income (or the total of his excess earnings if such excess
earnings are less than such sum), and the balance, if any, of
such excess earnings shall be charged to each succeeding month
in such year to the extent, in the case of each such month, of the -
sum. of the payments to which such individual and all other

ersons are entitled for such month under section 202 on the

asis of his wages and self-employment income, until the total
of such excess has been so charged. Where an individual is
entitled to benefits under section 202 and other persons are
entitled to benefits under section 202 (a), (b), (c), or (d) on the
basis of the wages and self-employment income of such individual
the excess earnings of such individual for any taxable year shall
be charged in accordance with the provisions of this subsection
before the excess earnings of such persons for a taxable year are
charged to months in such individual’s taxable year, Notwith-
standing the preceding provisions of this paragraph but subject
to section 202@) , no part of the excess earnings of an individual
shall be charged to any month (A) for which such individual was
not entitled to a benefit under this title, (B) in which such indi-
vidual was age seventy-two or over, (C) in which such individual,
if a child entitled to child’s insurance benefits, has attained the
age of. 18, or (D) in which such individual did not engage in
self-employment and did not render services for wages (deter-
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mined as provided in paragraph (5) of this subsection) of more
than $100. : Lo R

* * * * * * *

Definition of Wages

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

(a)(1) That part of remuneration which, after remuneration
(other than remuneration referred to in the succeeding subsections
of this section) equal to $3,600 with respect to employment has
been paid to an individual during any calendar year prior to 19565,
is paid to such individual during such calendar year;

(2) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of
this section) equal to $4,200 with respect to employment has been
paid to an individual during any calendar year after 1954 and prior
to 1969, is paid to such individuel during such calendar year;

(3) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of
this section) equal to $4,800 with respect to employment has been

aid to an individual ciuring any calendar year after 1968 and

efore 19656, is paid to such individual during such calendar year;

(4) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $56,400 with respect to employment has been paid

‘to an individual during any calendar year after 1964, is paid to such
indindual during such calendar year; V :

(b) The amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide

" for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an
employer which makes provision for his employees %enerally (or
for his employees generally and their dependents) or for a class or
classes of Eis em {;oyees (or for a class of classes of his employees
and their dependents), on account of (1) retirement, or (2) sick-
ness or accident disability, or (3) medical or hospitalization
((ax)pe(sinsesh in connection with sickness or accident, disability, or

4) death; :

(¢) Any payment made to an employee (including any amount
paid by an employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

'(d) Any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer to, or on behalf of; an
employee after the expiration of six calendar months following the
last calendar month in which the employee worked for such
employer; ‘

(o) Any payment made to, or on behalf of, an employee or his
beneficiary (1) from or to & trust exempt from tax under section
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165(a) of the Internal Revenue Code of 1939 at the time of such
payment or, in the case of & payment after 1954, under sections
401 and 501(a) of the Internal Revenue Code of 1954, unless such
payment is meade to en employee of the trust es remuneration for
services rendered as such employee end not os o beneficiary of
the trust, or (2) under or to en annuity plan which, at the time
of such payment, meets the requirements of section 165(a) (3),
(4), (8), and (6) of the Tnternel Revenue Code of 1939 or, in the
case of a payment after 1954, the requirements of section 401 (a)
(3), (4), (6), and (6) of the Internal Revenue Code of 1954 ;

(f) The payment by an employer (without deduction from the
remuneration of the employee) (1) of the tax imposoed upon an
employee under section 1400 of the Internal Revenue Code of
1939, or in the case of o peyment after 1954 under section 3101
of the Internal Revenue Code of 1954, or (2) of any payment
required from an employee under » State unemployment com-
pensation law; ’ _

(2) (1) Remuneration peid in ey medium other than ‘eash to
an employee for service not in the course of the employer’s trade or
business or for domestic service in o private home of the employer;

(2) Cash remuneration paid by en employer in any calendar
r&ual'ter to an employee for domestic service in & privete home of
the employer, if the cash remuneration paid in such quarter by
the employer to the employee for such service is legs than $50,
As used in this paragraph, the term “domestic sevvice in a private
home of the employer” does not include sevvice described in
section 210(f)(6);

(3) Cash remuneration paid by an employer in any calendar
quarter to an emgloyee for service not in the course of the em-
ployer’s trade or business, if the cash remuneration paid in such
quarter by the employer to the employee for such service is less.
than $50. As used in this paragraph, the term‘‘service not in the
course of the employer’s trade or business” does 1ot include
domestic service in a private home of the employer and does not
include service described in section 210(f)(6);

(h) (1) Remuneration paid in any medium other than cash for
agricultural labor; -

(2) Cash remuneration paid by an employer in siny calendar
year to an employee for agricultural labor unless (Ag' the cash
remuneration paid in such year by the employer to the employee
for such labor is $160 or more, or (B) the employee performs
agricultural labor for the employer on twenty days or more during
such year for cash remuneration computed on a time basis;

(i) Any payment (other than vacation or sick pay) made to an
employeo after the month in which he attains age 62 (if o woman)
or age 65 (if o man), if he did not work for the employer in the
period for which such payment is made, As used in this subsec-
tion, the term ‘‘sick pay’’ includes remuneration for service in the
employ of a State, a political subdivision (as defined in section
218(B)(2)) of a State, or an instrumentality of two or more
States, paid to an employee thereof for a period during which he
was ahsent from work because of sickness, or

(j) Remuneration paid by an employer in any quarter to an em-
ployee for sorvice described in seetion 210(j)(3)(C) (relating to
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. home workers), if the cash remuneration paid in such quarter by

the employer. to the employee for such service is less than $50.

For .purposes of this title in the case of domestic service de-
geribed in subsection (g)(2), any payment of cash remuneration for
such sérvice-which is move or less than a whole-dollar amount shall,
under such.conditions and to such extent as may be prescribed by
regulations made under this title, be computed to the nearest dollar.
For the purpose of the computation to the nearest dollar, the payment
of a fractional part of a dollar shall be disregarded unless it amounts
to one-half dollar or more, in which case it shall be increased to $1.
The amount of any payment of cash remuneration so computed to the
nearest dollar shall, in lieu of the amount actually paid, be deemed to
const;tute the aniount of cash remuneration for purposes of subsection

x)(2). '

(»gFo'r purposes of this title, in the case of an individual perform-
ing service, as a member of a uniformed service, to which the provisions
of section 210(1)(1) are applicable, the term “wages” shall, subject
to the provisions of subsection (a) of this section, include as such
individual’s remuneration for such service only his basic pay as
described in section 102(10) of the Servicemen’s and- Veterans’
Survivor Benefits Act.

For purposes of this title, in the case of an individual performing
service, as a volunteer or volunteer leader within the meaning of the
Peace Corps Act, to which the provisions of section 210(0) are appli-
cable, (1) the term ‘‘wages” shall, subject to the provisions of sub-
section (1) of this section, include as such individual’s remuneration
for such service only amounts certified as payable pursuant to section
5(c) or 6(1) of the Peace Corps Act, and (2) any.such amount shall
he deemed to have been paid to such individual ot the time the service
with respect to which it is paid, is performed. .

SELF-EMPLOYMENT

Sec. 211, For the purposes of this title—
* * * * * * .

Self-Employment Income

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

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

(A) For any taxable year ending prior to 1955, (i) $3,600,
minus (ii) the amount of the wages paid to such individual
during the taxable year; and

(B) For any taxable year ending after 19564 and prior
to 1969, (i) $4,200, minus (ii) the amount of the wages
paid to such individual during the taxable year; and

(C) For any taxable year ending after 1958 and before 1960,
(i) $4,800, minus, (ii) the amount of the wages paid 1o such
individual during the taxable year;'[ox}] an .

(D) For any taxable year ending after 1964, (1) $6,400,
minus (1) the amount of the wages paid to such’ individual

G

during the taxable year; or
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(2) The net earnings from self-employment, if such net

- earnings for the taxable year are less than $400, :

An individual who is not a citizen of the United States but who
is a resident of the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, or American Samoa shall not, for the purposes of this sub-~
section, be considered to be a nonresident alien individual, ‘

* * * L *: L L

QUARTER AND QUARTER OF COVERAGE
Definitions

Skc. 213. (a) For the purpose of this title—

(1) The term “quarter”, and the term ‘‘calendar quarter’”,
means & period of three calendar months ending on N(Ilarch 31,
June 30, September 30, or Iecember 31. .

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

(i) no quarter after t{)xe quarter in which such individual
died shall be o quarter of coverage, and no quarter any part
of which was included in a period of disability (other than
the initial quarter and the last quarter of such period) shall
be a quarter of coverage;

(ii) if the wages paid to any individual in eny calendar
year equal $3,000 in the case of a calendar year before
19561, or $3,600 in the case of a calendar year atter 1950
and before 1955, or $4,200 in the case or a calendar year
after 19564 and betore 1959, or $4,800 in the case of a
calendar yeor after 1968 and before 1966, or $5,4,00 in the
case of a calendar year after 1964, each quarter of such year
shall (subject to clause (1)) be a quarter of coverage;

(iii)- if an individual has seclf-employment income for a
taxable year, and if the sum.of such income and the wages
paid to him during such year equals $3,600 in the case of a
taxable year beginning after 1950 and ending before 1955,
or $4,200 in the case of a taxable year ending after 1964
and before 1959, or $4,800 in the case of a taxable year
ending after 1958 and before 1966, or $6,400 in the case of a
taxable year ending after 1964, each (iuarter un{'; part of which
falls in such year shall (subject to clause (i)) be a quarter of
coverage;

(iv) if an individual is paid wages for agricultural labor
in a calendar year after 1954, then, subject to clause (i),
(agl the last quarter of such year which can be but is not
otherwise a quarter of coverage shall be a quarter of coverage
if such wages equal or exceed $100 but are less than $200;
(b) the last two quarters of such year which can be but are
not otherwise quarters of coverage shall be quarters of-
coverage if such wages equal or exceed $200 but are less than
$300; (c) the last three quarters of such year which can be
hut are not otherwise quarters of coverage shall be quarters
of coverage if such wages equal or exceed $300 but are less
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than $400; and (d) each quarter of such year which is not
otherwise a quarter of coverage shall be a quarter of coverage
if such wages are $400 or more; and
(v) no quarter shall be counted as a quarter of coverage
prior to the beginning of such quarter.
If, in the case of any individual who has attained age 62 or died
or is under & disability and who has been paid wages for agricul-
tural labor in & calendar year after 1954, the requirements for
insured status in subsection (a) or (b) of section 214, the require-
ments for entitlement to a comgutation or recomputation of his
primary insurance amount, or the requirements o Fa.ragraph @)
of section 216(i) are not met after assignment of quarters of
coverage to quarters in such year as provided in clause (iv) of the
preceding sentence, but would be met if such quarters of coverage
were assigned to different quarters in such year, then such quarters
of coverage shall instead be assigned, for purposes only of deter-
mining comfpl_'mnce with such requirements, to such different
gua.rters. If, in the case of an individual who did not die prior to
anuary 1, 1955, and who attained age 62 (if a woman) or age 65
(if & man) or died before July 1, 1957, the requirements for
insured status in section 214(a)(3) are not met because of his
having too few quarters of coverage but would be met if his
quarters of coverage in the first calendar year in which he had
any covered emglloimenb had been determined on the bais of the
period during which wages were earned rather than on the basis
of the period during which wages were paid (any such wages
paid that are reallocated on an earned basis shall not be used in de-
termining quarters of coverage for subsequant calendar years)
then upon application filed by the individual or his survivors and
satisfactory proof of his record of wages earned being furnished b
such individual or his survivors, the quarters of coverage in sucK
calendar year may be determined on the basis of the periods-
during which wages were earned.
* * ¥ ) * * * *

COMPUTATION OF PRIMARY INBURANCE AMOUNT

Skc, 215, For the purposes of this title—

(a) Subject to the conditions specified in subsections (b), (c), and
(d) of this section, the primary insurance amount of an insured
individual shall be whichever of the following is the largest:

(1) The amount in column IV on the line on which in column
III of the following table appears his average monthly wage (as
determined under subsection (b));

(2) The amount in column IV on the line on which in column
IT of the following table appears his primary insurance amount
(as determined under subsection (c));

(3) The amount in column IV on the line on which in column
I of .the following table appears his primary insurance benefit
(as determined under subsection (d)); or

(4) In the case of—

(A) a woman who was entitled to a disability insurance
benefit for the month before the month in which she died or
became entitled to old-age insurance benefits, or

86-988—64——8
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(B) a man who was entitled to a disability insurance benefit

for the month before the month in which he died or attained

age 65,

the amount in column IV which is equal to such dls&blllty in-
surance benefit.

TABLE FOR Dmmnmmmc PRIMARY INSURANCE AMOUNT AND MAXIMUM
FaMiLy BENEFITS

I 11 I v \Y
(Primary Ihsurance (Primary insurance (Average monthly (Primary (Maximum
benefit under 1939 amount under 1954 wage) insurance family
Act, as modified) Act) amount) henefits)
If an individual's Or his primary fnsur- | Or his average monthly And the maxi-
primary ins'rance | ance amount (as deter- | wage (as determined mrm amonnt
benefit (as determmed mined under subsec, | under subsec, (b)) is— | The amovnt | of benefits pay.
under subsec, (d)) is— (c)) is— referred to in able éas pro-
— the preceding | vided in sec.
paragraphs of | 203(a)) on the
this sub ection | basis of his
At But not But not But not shall he— wages and self-
‘least— more At least— more At least— more employment
than— than— than— fncome shall
be—
........... $13 48§ $37.00 Jocooeoooo $67 $40 , 00
$13,49 4,00 $37.10 38, 00 $68 69 41 61, 50
14,01 H 48 38,10 39,00 70 70 42 63,00
14,490 16,00 49,10 40,00 71 12 43 04,50
16,01 15,60 40,10 41,00 73 74 44 66,00
15,61 16,20 41,10 42,00 76 76. 45 67,60
16.21 16,84 42,10 43,00 7 78 48, 69, 00
10. 84 17,60 43,10 44,00 9 80 47 70. 50
17,61 18,40 44,10 45,00 81 81 4 72,00
18,41 19,24 45,10 46,00 82 83 4 13,50
10,25 20,00 46,10 47,00 84 85 60 76,09
20,01 20,04 47,10 48,00 88 87 b1 76,50
20. 65 21,28 48,10 49,00 88 89 62 7¢,00
21,29 21,88 49,10 60,00 90 90 53 79. 50
21,89 22,28 60. 10 50,90 01 92 b4 81,00
22,20 22,68 61.00 51,80 03 4 85 82, 50
22,09 23,08 51,00 52,80 05 00 ) 84,00
23.09 23,44 62,90 3. 70 97 97 b7 85,50
23,45 23.78 63.80 54,60 08 99 08 87,00
23,77 24,20 64,70 65,60 100 101 69 88, b0
24,21 24,60 65,70 56, 50 102 102 60 90,00
24,601 26,00 .60 567.40 103 104 61 91. 50
25,01 20, 48 57,50 68, 40 105 106 62 93.00
25,49 26,02 .60 69,30 107 107 63 04,60
26,93 26,40 69, 40 60,20 108 109 684 .
20, 41 26,94 60,30 61,20 110 113 85 97, 60
26,95 21.46 61, 30 62,10 114 118 06 09,00
21.47 28,00 62,20 03,00 119 122 67 100, 50
28, 01 28,08 03,10 64,00 123 27 68 102, 00
28, 69 20,25 04,10 64.90 128 132 69 106, 60
29,268 20,68 65, 00 656, 80 133 130 70 108. 80
29, 09 30. 38 65, 90 66, 80 137 141 71 112.8)
30, 37 30,92 66, 90 67.70 142 146 72 116. 80
30. 93 31,36 67.80 68. 60 147 160 73 120,00
31,37 32.00 68,70 69, 80 151 155 74 124,00
32,01 42, 60 69,70 70, 60 158 160 75 128, 00
32,61 33.20 70,60 71,40 161 164 78 131,20
33,21 33.88 71. 60 72.40 165 169 71 136,20
33,89 34, 50 72, 60 73,30 170 174 78 139,20
34, 61 35. 00 73.40 74,20 175 178 79 142,40
35.01 35,80 74.30 75,20 179 183 80 146, 40
345,81 36, 40 76.30 76,10 184 188 81 150, 40
30,41 37.08 76.20 71.10 189 193 82 154, 40
37.00 37,60 77.20°| - 78.00 93 197 83 167.60
37,61 3820 78, 10 78. 00 9 202° 84 161,60
38,21 39,12 79. 00 79,90 23 207 86 165, 60
30.13 39.68 80, 00 80, 80 208 211 86 168, 80
39, 69 40. 33 80, 90 81,70 212 216 87 172,80
40, 34 41,12 81,80 82,70 217 P23} 88 176,80
41, 13 41.76 82, 80 83, 60 222 226 89 180. 00
41,77 42. 44 83,70 84. 50 220 230 90 -184:00
42. 45 43,20 84, 60 85, & 231 235 91 188. 00
43.21 43.70 86, 60 86. 40 238 239 9”2 191,20
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM

FamiLy BeNEFITS—Continued

1 I 11X v v
(Primary insurance (Primary insurance (Average monthly (Primary (Maximum
benefit under 1939 amount under 1054 wage) insurance family
Act, ag modified) Act) amount) benefits)
1]
If an individual's Or his primary insur- | Or his average monthly { And the maxi.
primary insurance | ance amount (as deter- | wage (as determined mum amount
benefit (as determined | mined under subsec, | under subsec, (b)) i1s— | The amount |of benefits pay- -
under subsec, (d)) is— (c)) is— referred to in able (as pro-
. I the preceding | vided in sec..
paragraphs of | 203(a)) on the
this subsection| basis of his
At But not But not But not shall be— wages and self.
least— more At least— more At least— more employment
than— than— than— income shall
be—
$43.77 $H4 44 $86. 60 $87.30 $240 $244 | $93 $195, 20
44,45 44 88 87.40 88, 30 245 249 04 199, 20
44,89 456, 60 88. 40 89. 20 260 263 95 202, 40
89, 30 00,10 254 258 08 206. 40
90, 20 91.10 269 263 97 210. 40
91,20 92,00 264 207 98 213. 60
92,10 92. 90 268 272 ] 217, 60
93,00 03. 90 213 277 100 221, 60
94,00 94,80 278 281 101 224, 80
94, 90 95, 80 282 286 102 228, 80
96, 90 96,70 287 201 103 232, 80
06, 80 97,60 292 205 104 236, 00
97.70 98, 60 208 300 105 240, 00
98,70 M, 50 301 306 100 244,00
99, 60 100. 40 30 309 107 247,20
100, 60 101, 40 31 314 | 108 261,20
101: 50 102. 31 319 | 109 254, 00
102, 40 103,20 4 323 | 110 284,00
103, 30 104, 20 324 328 | m 264, 00
104, 30 105,10 329 333 112 254, 00
1056, 20 106, 00 334 337 . 113 254, 00
106. 10 107, 00 338 342 114 264,00
R 107. 10 107, 90 343 37 | 116 264,
108. 00 108. 60 348 361 118 264, 00
352 350 117 254, 00
357 361 118 264,00
362 3065 119 264,00
366 370 120 254, 00
371 376 ' 121 254,00
376 379 122 254, 00
380 384 123 264, 00
385 389 124 254,00
390 393 125 264,
394 308 126 254,00
309 400 127 264, 00
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TaBrr rFoR DETERMINING PRIMARY INSURANCE AMOUNT AND MaxIiMun
Faurry BENEFITS

I Ir Il v | 4
(Primary
insurance i
(Primary insurance benefit under amount (Primarp - | (Maximum
1839 Act, as modified) under 1958 (Average monthly wage) tnsurance Jamily
Act, as amount) benefits)
modified)

If an individual's primary insur- Or his average monthly wage And the
ance benefit (as ermined . (as determined under sub- mazimum
under subsec, (d)) {s— sec. (b)) The amount | amount of

Or his pri- referred benefits pay-
mary insur- to'in the able (as pro-
ance amound preced! vided in sec.

(as deter- paragrap 203(a))
mined under of this on the basis

At least-— But ndd more subsec. Al least— | But nol more | subsection | of his wages
than— (c)) {s— than— shall be— and self-
employment
income shall
be—

................. 818,48 $40 | #67 £42.00 $63, 00

813, 14, 41 #08 69 43. 10 684.70
14,01 Iéég 48 70 70 ﬁ 10 66. 20
1 39 10, 49 71 72 , 20 67.80
16,01 16,60 44 78 74 46,20 09,30
15,61 16,20 45 75 76 47,30 71,00
16,21 16.8 46 77 78 48,30 72. 60
18,85 17. 6 47 79 & 49. 40 72. 10
17,61 18.50 8 81 81 60, 40 76.60
18, 41 19.03 8¢ 83 61,60 77.30
19,25 20, 0 84 8 52,60 78.80
20,04 £0,0. 61 8¢ & 53,60 80, 33
20,85 21,8 58 88 89 6&, 60 81,
21,20 21,88 &3 90 80 56,70 83, 60
21,89 £2.28 5; 91 ] 66,70 85, 10
22,29 £2.08 11 93 % 67,80 86.70
£22.60 £23.08 &6 86 68,80 88, 50
£3.09 23, &7 & ' 69,00 89,90
23, 23,7 68 98 99 60, 90 a1, 33
£23.77 24,80 89 | 100 101 62,00 98,
2421 24.60 60 102 108 | ———63,00 94,50
24.61 25,00 61 108 104 64,10 96, 20
25,01 25,48 64 108 106 65, 10 7.7
25, 25.08 63 1o 107 60, 20 99, 30
25,98 20, 40 [ 108 109 . 50 100, 80
26, 41 29, g 8 110 113 68,30 102, 80
20,95 27, 60 1 118 , 80 IOt.OO
10 28, 67 11 128 70. 40 105,
£8,01 48,68 68 123 127 71.50 107,10
28,69 29, 26 a9 128 188 72.50 108,
29,20 £9.68 70 138 186 78.60 110,30
25,60 30.38 71 187 141 74.60 118,80
80,87 30.62 72 148 146 75.60 110,80
30,93 31,36 73 147 160 76.70 120.00

. 31,87 32,00 74 151 166 77,70 124.00
38.01 32,60 76 166 160 78.80 128,00
38,61 33,20 76 161 16 79.80 131,20
33,21 33, 88 77 105 16 , 90 136, 20
33. 89 4. 60 78 170 17 81,80 139, 20
82. 61 35,00 79 176 17, 83.00 148, 40
30,01 35,80 ' 80 178 183 84.00 148, 40
35,81 36, 40 81 l% 188 86. 10 150, 40
36, 41 387.08 82 1 198 8. 10 164, 40
7. 37.60 83 18 197 87. 20 157,60
37.61 38, 20 84 19 202 88,20 161,60
33,21 39.12 86 203 207 89,30 165,60
30,18 39, 68 84 208 21 , 30 188, 80
30,69 0,33 8 212 £16 91. 40 178,80
10.3 1,18 88 07 281 82, 40 176, 80

1.1 41.76 89 200 205 93, 60 180,00
4177 .43 90 208 230 94,50 184,00
42. 46 3. 2 81 231 236 845,60 188,00
43.21 .76 173 230 239 9, 60 191, %0
48.77 44 93 240 244 87.70 195. 20




SOCIAL SECURITY AMENDMENTS OF 19064

81

TaBrLe ror DETERMINING PRIMARY INSURANCE AMOUNT AND MAaXxiMum

Paminy BenEerrrs—Continued

I I iv v
(Primary
L insurance
{ Primary insurance benefil under amount (Primary (Maximum
1839 Act, &8s modified) under 1868 (Avcrage monthly wage) insurance family
Act, as amount) benefits)
modified)

If an'individual’s-primory insur- - Or Ms average montMy,wege And the
ance benefit g; ‘determined (as determined under sub- mazimum
under subsec, (d)) ts— sec. (b)) ta— Theamount | amount of

Or his pri- referred benefits pay-
mary insur- toin the able (as pro-
arzce a&wnt pr ’“;0‘,3 ?t);x.

as deter- paragrap a
mined under of this on the basile
At least—~ Rut not more subsec, At leasi— | But not more ection | of Ms wages
than— (c)) te— than— shall be— and self-
em;
income shall
be—
4 $44.88 f 7 ] ) $98.70 $199. %0
ﬁ. g 45.60 9& 325 23 99, 80 208,
96 :% 258 100. 80 206,
a7 263 101,90 210, g
08 2. »7 102,90 213,
90 26 78 104.00 £17.60
100 s F ud 106,00 221,60
101 278 281 108, 10 ”t 80
108 254 286 107. 10 293, 80
108 287 - 29t 108, 232,80
10, 208 295 100, 20 £3¢,00
1 288 300 110,30 240,00
108 1 805 111,80 244.00
o7 306 309 118, 40 247,90
108 310 81 118, zg 1,90
100 815 31 114, 264,00
110 320 323 116,60 254.0)
111 33 325 116,60 254.00
118 8 338 117,80 254.00
113 38, Ll 118,70 m &
11 33 842 110.70 , 80
11 343 347 120, 258, 80
118 38 301 121,80 200,
1y 858 356 128, 268,
118 87 301 123, 264,
119 268 %65 125, 296,
120 358 870 126, £68,00
i bl s 197,10 £10.00
128 876 o 128,10 £1.00
123 380 g% 189, 23,00
1“ 386 190, 275,00
1 390 398 181,80 m.0
188 % 508 138,30 278.0
1114 403 138, 281,80
% 132. 289,80
4 ] 185, . 284,80
418 417 186, 286, 80
418 481 187, 40 288, 40
428 426 138, 40 200, ﬁ
i/ yo 6.5 oy
457 0 141, fg 193 g
441 142,40 208,00
6 , 40 300. 00
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Average Monthly Wage

(b)(1) For the purposes of column IIT of the table appearing in
subsection (a) of this section, an individual’s “average monthly wage’’
shall be the quotient obtained by dividing—

(A) the total of his wages paid in and self-employment income
credited to his “lenefit computation years” (determined under
paragraph (2)), by

(B) the number of months in such years.

(2)(A) The number of an individual’s ‘“benefit computation years’
shall be equal to the number of elapsed years (determined under para-
graph (3) of this subsection), reduced by five; except that the number
of an'individual’s benefit computation years shall in no case be less
than two. ‘ o _

(B) An individual’s. “bepefit computation years” shall be those
computation base years, equal in number to the number determined
under subparagraph (A), for which the total of his wages and self-
employment income is the largest. : '

: IE((L‘) For the purposes of subparagraph (B), “‘computation base
years’’ inelude only calendar years occurring—

[(@) After December 31, 1950, and ,

[%ii) prior to the year in which the individual became entitled
to old-age insurance benefits or died, whichever first occurred;
-except that the year in which the individual became entitled to old-
-age insurance benefits or died, as the case may be, shall be included as
a computation base year if the Secretary determines, on the basis of
evidence available to him at the time of the computation of the pri-
mary insurance amount for such individual, that the inclusion of such
year would result in.a higher primary insurance amount., Any cal-
endar year all of which is included in a period of disability shall not
be included as a computation base year.J

(C) For purposes of subparagraph (IB), “computation base years’
include only calendar years in the pertod after 1950 and prior to the
earlier of the following years—

(7) the year tn which occurred (whether by reason of section
202(4) (1) or otherwise) the first month for which the indimdual was
entitled to old-age insurance benefits, or

. (1%) the year succeeding the year vn which he died.

Any calendar year all of which 1s included in a period of disability
shall mot be included as a computation base year. :

(3) For purposes of paragraph (2), the number of an individual’s
elapsed years is the number of calendar years after 1950 (or, if later,
the year in which he attained age 21) and before——

L(A) in the case of & woman, the year in which she died or
(if earlier) the first year after 1960 in which she both was fully
insured and had attained age 62,

L(B) in the case of a man who has died, the year in which he
died or (if earlier) tho first year after 1960 in which he both was
fully insured and had attained age 65, or

L(C) in the case of a man who has not died, the first year
after 1960 in which he attained (or would attain) age 65 or (if
later) the first year in which he was fully insured.}

(A) in the case of @ woman, the year in which she died or, if it
occurred earlier but after 1960, the year in which she attained age 62,
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(B) in the case of @ man who has died, the year in which he died
or, if it occurred earlier but after 1960, the year in which he attained
age 66, or

(O) in the case of a man who has not died, the year occurring
after 1960 in which he attained (or would attain) age 65.

For purposes of the preceding sentence, any calendar year any part of
which was included in a period of disability shall not be included in
such number of calendar years. ' .

[(4) The provisions of this subsection shall be applicable only in
the case of an individual with respect to. whom not less than six of the
quarters elapsing after 1950 are quarters of coverage, and—

L(A) who becomes entitled to benefits after December 1960
under section 202(a) or section 223; or i

[(B) who dies after December 1960 without heing entitled to
benefits under section 202(a) or section 223; or ,

L(C) who files an application for a recomputation under sub-
section () (2) (A) after December 1960 and is (or would, but for the
provisions of subsection (f)(6), be) entitled to have his primary
nsuvance amount recomputed under subsection (f)(2)(A); or

L(D) who dies after December 1960 and whose sucvivors are
(or would, but for the provisions of subsection (f)(6), be) entitled
to a recomputation of his primary insurance amount under
subsection (f) (4). o . '

[(5) In the case of any individual— :

L(A) to whom the provisions of this subsection are not made
applicable by paragraph (4), but , ,

L(B) (i) prior-to 1961, met the requiremonts of this paragraph
(including subparagraph (If) thereof) as in effect prior to the
enactment of the Social Security Amendments of 1960, or (ii)
after 1960, meets the conditions of subparagraph (I£) of this
paragraph as in effect prior to such enactment,

then the provisions of this subsection as in effect prior to such enact-
ment shall apply to such individual for the purposes of column 11T of
the table appearing in subsection (a) of this section.}

(4) The provisions of this subsection shall be applicable only in the
case of an individual—

A) who becomes entitled after December 196/ to benefits under
section 202(a) or section 223; or

(B) who dres after December 196/, without being entitled to benefits
under section 202(a) or section 223; or

(O) whose primary insurance amount is required to be recomputed
under subsection (f) (2), as amended by the Social Security Amend-
ments of 1964.

(6) In the case of an individual—
(A) to whom the provisions of this subsection are not made appli-
cable by paragraph (4), but who, after the first month following the
~ month i which the Social Security Amendments of 196/ are enacted
and prior to 1965, met the requirements of this paragraph or para-
graph (4), as in effect prior to the enactment of the Social Security
Amendments of 1964, or :

(B) who becomes entitled after 1964 to a recomputation under

section 102( 1) (2) (B) of the Social Security Amendments of 1964,
the provisions of this subsection, as in effect prior to such enactment, shall
apply to such indiwidual for the purposes of column III of the table
appearing in subsection (a) of this section.



84 SOCIAL SECURITY AMENDMENTS OF 1964

[Primary Insurance Amount Under 1954 Act

L(c)(1) For the purposes of column II of the table appearing in
subsection (a) of this section, an individual’s primary insurance
amount shall be computed as provided in, and subject to the limita-
tions specified in, (A) this section as in effect prior to the enactment
of the Social Security Amendments of 1958, and (B) the applicable
provisions of the Social Security Amendments of 1954,

[(2) The provisions of this subsection shall be applicable only in
the case of an individual—

L(A) who became entitled to benefits under section 202(a) or
gection 223 or died prior to January 1959, and

I(B) to whom the provisions of neither paragraph (4) nor
paragraph (5) of subsection (b) are applicable.}

Primary Insurance Amount Under 1958 Act, as Modified

(e)(1) For the purposes of column II of the table appearing in sub-
section (a) of this sectron, an tndividual's primary insurance amount shall
be computed ag 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 1964, and (B) the applicable provisions of the Social
Security Amendments of 1960.

2 provisions of this subsection shall be applicable only in the
case of an individual—

(A) who became entitled to benefits under section 202(a) or sec-
tion 228 lpm'or to the second month following the month in which
the Social Security Amendments of 196/ are enacted or who died
prior to such second month, and

(B) to whom neither paragraph (4) nor paragraph (5) of sub-
section (b) 18 applicable.

Primary Insurance Benefit Under 1939 Act

(d)(1) Yor the purposes of column I of the table appearing in
subsection (a) of this section, an individual’s primary insurance bene-
fit shall be computed as provided in this title ag in effect prior to the
e}rllactment of the Social Security Act Amendments of 1959, except
that—

(A) Tn the computation of such benefit, such individual’s aver-
age monthly wage shall (in licu of being determined under section
209(f) of tﬁis title as in cffect prior to the enactment of such
mnendmentsz be- determined as provided in subsection (b) of
this section (but without regard to paragraphs (4) and (5) there-
of), except that for the purposes of paragraphs [(2)(C)(i) and
(3)(A) (i)ﬁ (2)(C) and (3) of subsection (b), [December 31, 1936,
1936 shall be used instead of [Dccember 31, 19507 1960.

(Bg For purposes of such computation, the date he became
entitled to old-age insurance benefits shall be deemed to be the
date he became entitled to primary insurance benefits.

(C) The 1 per centum ad(]i)it,ion provided for in section 209(e) (2)
of this Act as in effect prior to the enactment of the Social Security
Act Amendiments of 1950 shall be applicable only with respect to
calendar years prior to 1951, except that any wages paid in any
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year prior to such year all of which was included in a period of
disability shall not be counted. .

(D) The provisions of subscction (e) shall be applicable to
such computation.

(2) The provisions of this subsection shall be applicable only in
the case of an individual—

(A) with respect to whom at least one of the quarters elapsing
prior to 1951 is a quarter of coverage; '

(B) who meets the requirements of any of the subparagraphs
of paragraph (4) of subsection (b) of this section; and

(p ) who attained age 22 after 1950 and with respect to whom
less than six of the quarters elapsing after 1950 are quarters of
coverage, or who attained such age before 1951,

(3) 'The provisions of this subsection as in effect prior to the enact~ .
ment of the Social Security Amendments of [1960] 1964 shall be
applicable in the case of an individual who meets the requirements of
subsection (b)(5) (as in effect after such enactment) [but without
regarc:ll to whether such individual has nix (uarters of coverage after
1950.

Certain Wages and Self-Employment Income Not to be Counted

(e) For the purposes of subsections (b) and (d)—

(1) in computing an individual’s average monthly wage there
shall not be counted the excess over $3,600 in the case of any
calendar year after 1960 and before 1955, the excess over $4,200
in tho case of any calendar year after 1954 and before 1959, fand
the excess over $4,800 in the case of any calendar year after
10687, the excess over $4,800 in the case of any calendar year after
1968 and before 1966, and the excess over $6,400 in the case of any
calendar year after 196/ of (A) the wages pai(f to him in such year,
plus (B) the self-employment income credited to such year (as
determined under section 212); and

(2) if an individual’s average monthly wage computed undor
subsection (b) or for the purposes of subsection (d) is not a
lll:rmlt,ipl(z1 :(l)fgﬁ% 1, it shall be reduced to the next lower multiple of

$1; an .

L£(3) if an individual has self-employment income in a taxable
year which begins prior to the calendar year in which he becomes
entitled to old-age insurance benefits and ends after tho last day
of the month preceding the month in which he becomes so
entitled, his self-employment income in such taxable year shall
not be counted in determining his benefit computation years,
except as provided in subsection (f) (3)(C).]

Recomputation of Benefits

(f) (1) After an individual’s primary insurance amount has been
determined under this section, there shall be no recomputation of such
individual’s primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who died prior to
dJuly 27, 1964, as provided in section 217(b). L

g(z) (A? Upon application filed after 1960 by an_individual en-
titled to old-age insurance benefits, the Secretary shall recompute his
primary insurance amount if —
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[() he has not less than six quarters of coverage in the period
?fl'tfcalr 1950 and prior to the quarter in which such application is
iled,

[(ii) he has wages and self-employment income of more than
$1,200 in a calendar year which occurs after 1953 (not taking into
account any year prior to the calendar year in which the last

. previous recomputation, if any, of his primary insurance amount
was effective) and after the year in which he became (without the
application of section 202(j)(1) entitled to old-age insurance
benefits or filed an application for recoinputation (to which he is
entitled) under section 102(e)(5)(B) or 102(f)(2)(B) of the
Social Security Amendments of 1954, whichever of such events
is the latest, and

[(iii) he filzd such application after such calendar year referred
to in clause (1) in which he had such wages and self-employment
income,

Such recomputation shall be effective for and after the twelfth month
before the month in which he filed such application for recomputation
but in no event earlier than the month following such calendar year
referred to in clause (ii). For the purposes of this subparagraph an
individual’s self-employment income shall be allocated to calendar
quarters in accordance with section 212.

[fB) A recomputation pursuant to subparagraph (A) shall be
made—

L) only as provided in subsection (a)(1), if the provisions of
subsection (b), as amended by the Social Security Amendments
of 1960, were applicable to the last previous computation of the
individual’s primary insurance amount, or ]

L@i) as provided in subsection (a) (1) and (3), in all other
cases.

Such recomputation shall be made as though the individual became
entitled to old-age insurance benefits in the month in which he filed
the application for such recomputation, excopt that if clause (i) of
this subparagraph is applicable to such recomputation, the computa-~
tion base yoars referred to in subsection (b)(2) shall include only
calendar years occurring prior to the year in which he filed his appli-
cation for such recomputation,}

(2) Wath respect to eac year—

(A) which begins after December 81, 1963, and

(B) for any part of which an individual i3 entitled to old-age
nsurance benefits,

the Secretary shall, at such time or times and within such period as he
may by requlations prescribe, recompute the primary insurance amount
of such individual. Such recomputation shall be made—

() as provided in subsection (a) (1) and (3) if such year is either
the year in which he became entitled 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 is made s the last year of the period
specified in paragraph (2)(C) of subsection (bg. A recomputation under
this paragraph with respect to any year shall be effective—

(E) wn the case of an indwidual who did not die in such year, for
monthly benefits beginning with benefits for January of the following
year; or
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(F) an the case of an individual who died in such year (including
any wndividual whose incrzase in his primary insurance amount 18
- attributable to compensation which, upon his death, is treated as
remuneration for employment under section 206(0)), for monthly
benefits beginning with benefits for the month in which he died.
L) (A) Upon application by an individual—
L(i) who became entitled to old-age insurance benefits under
section 202(a) after December 1960, or
[(ii) whose primary insurance amount was recomputed as pro-
vided in paragraph . (2)(B)(ii) of this subsection on the basis of
an application filed after December 1960,
the Secretary shall recomnpute his primary insurance amount if such
application is filed after the calendar year in which he became entitled
to old-age insurance benefits or in which he filed application for the
recomputation of his primary insurance amount under clause (ii) of
this sentence, whichever is the later. Such recomputation under this
subparagraph shall be made as provided in subsection (a) (1) and (3)
of this section, except that such individual’s computation base years
referred to in subsection (b)(2) shall include the, calendar year re-
ferred to in the preceding sentence. Such recomputation under this
subparagraph shall be effective for and after the first month for which
his last previous computation of his primary insurance amount was
effective, but in no event for any month prior to the twenty-fourth
month before the month in which the application for such recomputa-
tion is filed.
E(B) In the case of an individual who dies after December 1960
and-— '
LG) who, at the time,of death was not entitled to old-age insur-
anco benefits under section 202(a), or
L@i) who hecame entitled to such old-age insurance benefits
after December 1960, or
L(@ii) whose primary insurance amount was recomputed under
paragraph (2) of this subsection on the bagis of an application
filed after December 1960, or
[(iv) whose primary insurance amount was recomputed under
purugmph (4) of this subsection,
the Secrotary shall recompute his primary insurance amount upon the
filing of an application by a person entitled to monthly benefits or a
lump-sum death payment on the basis of such individual’s wages and
self-employment income, Such recomputation shall be made as pro-
vided in subsection (a) (1) and (3) of this section, except that such
individual’s computation base years referred to in subsection (b)(2)
shall include the calendar year in which he diod in the case of an
individual who was not entitled to old-age insurance benefits at the
time of death or whose primary insurance amount was recomputed un-
der paragraph (4) of this subsection, or in all otber cases, the calendar
year in which he filed bhis svplication for the last previous computa-
tion of his primary insurance amount. In the case of monthly bene-
fits, such recomputation shall be effective for.and after the month in
which the person entitled to such monthly benefits became so entitled,
but in no event for any month prior to the twenty-fourth month hefore
the month in which the application for such recomputation is filed.
L(C) In the case of an individual who becomes entitled to old-age
insurance benefits in a calendar year after 1960, if such individual has
self-employment income in & taxable year which begins prior to such
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calendar year and ends after the last day of the month preceding the-
month in which he became so entitled, the Secretary shall recom-
pute such individual’s primary insurance amount after the close of
such taxable year and shall take into account in determining the in--
dividual’s benefit computation years only such self-employment
income in such taxable year as is credited, pursuant to section 212, to-
the year preceding the year in which he became so entitled. Such
recomputation shall be effective for and after the first month in which:
he became entitled to old-age insurance benefits.

L(4) Upon the death after 1960 of an individual entitled to old-age
insurance benefits, if any person is entitled to monthly benefits, or
to a lump-sum death payment, on the basis of the wages and self-
employment income of such individual, the Secretary shall recompute
the decedent’s primary insurance amount, but only if—

[(A) the decedent would have been entitled to a recomputa-
tion under paragraph (12) (A) if he had filed application therefor
in the month in which he died; or )

[(B) the decedent during his lifetime was paid compensation
which was treated under section 205(0) as remuneration for
employment. :

If the recomputation is permitted by subparagraph (A) the recompu-
tation shall be made (if at all) as though he had filed application for
a recomputation under paragraph (2)(A) in the month in whick he
died. If the recomputation is permitted by subparagraph (B), the
recomputation shalr take into account only the wages and self-
employment income which were considered in the last previous
computation of his primary insurance amount and the compensation
(deseribed in section 205(0)2 paid to him in the years in which such
wages were paid or to which such self-employment income was
credited. If both of the preceding sentonces are applicable to an
individual, only the recomputation which results in the larger pri-
mary insurance amount shall be made.}

(P(ﬁ)] (3) In the case of any individual who became entitled to
old-age insurance benefits in 19562 or in a taxable year which began
in 1952 (and without the application of section 202(j)(1)), or who
died in 1952 or in a taxable year which began in 1962 but did not
become entitled to such benefits prior to 1962, and who had self-
employment income for a taxable year which ended within or with
1952 or which began in 1952, then upon application filed by such
individual after the close of such taxable year and prior to Janua
1961 or (if he died without filing such application and such deat
occurred prior to January 1961) by a person entitled to monthly
benefits on the basis of such individual’s wages and self-employment
income, the Secretary shall recompute such individual’s primary in-
surance amount. Such recomputation shall be made in the manner
provided in the preceding subsections of this section (other than
subsection (b) (4; &)) for computation of such amount, except that
(A) the self-employment income closing date shall be the day follow-
ing the quarter with or within which such taxable year ended, and
(B) the self-employment income for any subsequent taxable year
shall not be taken into account., Such recomputation shall be ef-
fective (A) in the case of an application filed by such individual, for
and after the first month in which he became entitled to old-age
insurance benefits, and (B) in the case of an application filed by any
other person, for and after the month in which such person who filed
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such application for recomputation became entitled to such monthly
benefits. . No recomputation under this paragraph pursuant to an
.a})ph'cation field after such individual’s death s%; affect the amount
of the lump-sum death payment under subsection (i) of section 202,
and no such recomputation shall render erroneous any such payment
certified by the Secretary prior to the effective date of the recom-
putation. / .

L£(©6)]1 (4) Any recomputation under this subsection shall be effec-
tive only if such recomputation results in a higher primary insurance
amount..

(7)(A) In the case of & man who attains age 66 and who became
.entitled to old-age insurance benefits before the month in which he
attains such age, his primary insurance amount shall be recomputed
a8 provided in subsection (a) as though he became entitled to old-age
insurance benefits in the month in which he attained age 65, except
that his computation base years referred to in subsection (b) (2) shall
include the year in which he attained age 65. Such recomputation
.shall be effective for and after the:month in . which: he attained age 65.

(B) In the case of a man who became entitled to old-age insurance
benefits and died before the month in which he attained age 65, the
Secretary shall, if any person is entitled to monthly insurance benefits
.or & lump-sum death payment on the basis of the wages and self-
.employment income of the decedent, recompute his primary insurance
amount as provided in subgection (a) as though he became entitled to
old-age insurance benefits in the menth in which he died ; except that
(i) his computation base years referred to in subsection (b)(2) shall
include the year in which he died, and (ii) his elapsed years referred
to in subsection (b)(3) shall not include the year in which he died or
any year thereafter. In the case of monthly insurance benefits, such
recomputation of a man’s primary insurance amount shall be effective
for and after the month in whigg he died.}

* * * * * * *

OTHER DEFINITIONS

Sko, 216. For the.purposes of this title—
[(a) Repealed.]
Wife

(bz The term ‘‘wife"” wmeans the wife of an individual, but onlﬂ if
she (1) is the mother of his son or daughter, (2) was married to him
for a period of not less than one year immecfiat,ely preceding the day
on which her application is filed, or (3) in the month prior to the
month of her marriage to him (A) was entitled to, or on application
therefor and attainment of age 62 in such prior month would have
been entitled to, benefits under subsection (e) or (h) of section202,
or (B) had attained age eighteen and was entitled to, or on application
therefor would have ﬁeen entitled to, benefits under subsection (d) of
such section (subject, however, to section 202(s)).

Widow

(¢) The term “widow’” (except when used in section 202(i) means
the surviving wife of an individual, but only if (1) she is the mother
of his son or daughter, (2) she legally adopted his son or daughter
while she was married to himi und while such son or daughter was
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under the age of eighteen, (3) he legally adopted her: son or:daughter
while she was married to him and while such son or daughter was
under the age of eighteen; (4) she was married to him at the time both
of them legally adopted a child under the age of eighteeri, (5) she was
married to him for a period of not less than one year immediately
prior to the day on which he died; or (8) in the month prior to the
month of her marriage to him (A) she was entitled to, or on appli-
cation therefor and attainment of age 62 in such prior month would
have been entitled to, benefits under subsection (e) or (h) of section
202, or (B) she had attained age eighteen and was entitled to, or
on application therefor would have been entitled to, benefits under
subsection (d) of such section (subject, however, to section 202(s)).

Former Wife Divorced

(d) The term “former wife divorced’”’ means.a woman divorced
from an individual, but only if (1) she is the mother of his son or
daughter, (2) she legally adopted his son or daughter while she was
married to him and while such son or daughter was under the-age
of eighteen, (3) he legally adopted her son ov daughter while she
was married to him and while such son or daughter was undec the
age of eighteen, or (4) she was married to him at the time both of
them legally adopted a child under the age of eighteen. -

Child

(¢) 'The term “‘child’” means (1) the child or legally adopted child
of an individual, and (2) a stepchild who has beon such stepchild for
not less than ono year immediately preceding tho day on which appli-
cation for child’s insurance benefits is filed or (f the insured indi-
vidual is deceased) the day on which such individual.died. Ior
purposes of clause (1), a person shall bo deemed, as of the date of
denth of an individual, to be tho legally adopted child of such indi-
vidual if such porson was at the tiine of such individual’s death iiving
in such individual’s housechold and was legally adopted by such indi-
vidual’s surviving spouso after such individual’s death but beford the
end of two years after the day on which such individual died or the
datoe of enactment of this Act; except that this sentence shall not apply
if at the time of such individual’s death such person was receiving

‘regular contributions toward his support from somecone other than
such individual or his spouse, or irom any public or private welfnre
organization which furnishes services or assistance for children. For
purposes of clause (2), & person who is not_the stepchild of 4n indi-
vidual shall be deomed’ the stepchild of such individual if such indi-
vidual was not the mother or adopting mother or the father or adopt-
ing father of such person and such individual and the mother or
adopting mother, or the father or adopting father, as the case may be,
of such person went through a marriage ceremony resulting in a pur-
ported marringe between them which, but for a legal impediment de-
scribed in the last sentence of subsection (h)(1)(B), would have been

a valid marriage, :
: Husband

(f) The term “hushand’” means the husband of an individual, but.
only if (1) he is the father of her son or daughter, (2) he was married’
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to her for a period of not less than one year immediately preceding
the day on which his application is filed, or (3) in the month prior to
the month of his marriage to her (A) he was entitled to, or on appli--
cation therefor and attainment of age 62 in such prior month would
have been entitled to, benefits under subsection (B or (h) of section
202, or (B) he had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d) of such section (subject, however, to section 202(s)).

Widower

(g) The term “widower’’ (except when used in section 202(i)) means
the surviving husband of an individual, but only if (1) he is the father
of her son or daughter, (2) he legally adopted her son or daughter.
while he was married to her and while such son or daughter was under
the age of eighteen, (3) she legally adopted his son or daughter while
he was married to her and while such son or daughter was under
the age of eighteen, (4) he was married to her at the time both of
them legally adopted a child under the age of eighteen, (5) he was
married to her for a period of not less than one year immediately prior
to the day on which she died, or (6) in the month before the month
of his marriage to her (A) he was entitled to, or on application there-
for and attainment of age 62 in such prior month would have been
entitled to, benefits under subsection (11) or (h) of section 202, or (B)
he had attained age eightesn and was entitled to, or on application
therefor would have been entitled to, benefits under subsection (d) of
such section (subject, however, to section 202(s)).

VOLUNTARY AGREEMENTS FOR COVERAGE OF STATE AND LOCAL
EMPLOYEES

Purposo of Agreement
Suc. 218, (a)(1) * * *
Positions Covered by Retirement Systems
(@)(1) * * *

* * * * * * *

(6)(A) If a retirement system covers positions of employees of the
State and positions of employees of one or more political subdivi-
sions of the State, or covers positions of employees of two or more
political subdivisions of the State, then, for purposes of the preceding
paragraphs of this subsection, there shall, i? the State so desires, be
deemed to be a separnte retirement svstem with respect to any one
or more of the political subdivisions concerned aud, where the retire-
ment system covers positions of employees of the State, a separate
retirement system with respect to the State or with respect to the State
and any one or more of the political subdivisions concerned. Where
a retirement system covering positions of eraployees of a State and
positions of employees of one or more political subdivisions of a State,
or covering positions of employees of two or more political subdivisions -
of the State, is not divided into separate retirement systems pursuant
to the preceding sentence or pursuant to subparagraph (C), then
the State may, for purposes of subsection (f) only, deem the system
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10 be a separate retirement system with respect to any one or more of
the political subdivisions concerned and, where the retirement system
.covers positions of emqu)logew of the State, a separate retirement sys-
tem with respect to the State or with respect to the State and any
.one or more of the political subdivisions concerned.

(B) If a retirement system covers positions of employees of one or
‘more institutions of higher learning, then, for purposes of such pre-
.ceding paragraphs, there shall, if the State so desires, be deemed to be
a separate retirement system for the employees of each such institution
.of higher learning. For the purposes of this subparagraph, the term
“institutions of higher learning’’ includes junior colleges and teachers
.colleges. If a refirement system covers positions of empldyees of a
hospital which is an integral part of a political subdivision, then, for
purposes of the preceding paragraphs there shall, if the State so
.desires, be deemed to be a separate retirement system for the employees
.of such hospital.

(C) For the purposes of this subsection, any retirement system
.established by the Btate of Alaska, California, Connecticut, Florida,
Georgia, Kentucky, Massachusetts, Minnesota, New Mexico, New
York, North Dakota, Pennsylvania, Rhode Island, Tennessee ‘I‘exas,
‘Vermont, Washington, Wisconsin, or Hawaii, or any politicai subdi-
wision of any such State, which, on, before, or after the date of enact-
ment of this subparagraph, is divided into two divisions or parts, one
.of which is composed of positions of members of such system who
.desire coverage under an agreement under this section and the other
.of which is composed of positions of members of such system who do
not desire such coyerage, shall, if the State so desires and if it is pro-
vided that there shall be included in such division or part composed
.of members desjiring such coverage the positions of individuals who
become members of such system after such coverage is extended, be
deemed to be a separate retiroment system with respect to each such
division or part, If, in the casoe of a separate retirement system which
is deemed to exist by reason of subparagraph (A) and which has been
divided into two divisions or parts pursuant to the first sentence of
this sub*mmgmph, individuals become members of such system by
reason of action taken by a political subdivision after coverage under
an agreement under this section has been extended to the division
or part thereof composed of positions of individuals who desire such
coverage, she positions of such individuals who become members of
such retirement system by reason of the action so taken shall be in-
cluded in the division or part of such system composed of positions
of members who do nqt desire such coverage if (i) such individuals,
on the day before becoming such members, were in the division or
part of another separate retirement system (deemed to exist by reason
of subparagraph (A)) composed of positions of members of such
system who do not desire coverage under an agreement under this
section and (ii) all of the positions in the separate retirement system
of which such individuals so become members and all of the positions
in the separate retirement system referred to in clause (i) would have
been covered by a single retirement system if the State had not taken
action to provide for separate retirement systems under this paragraph,

(D) The position of any individual which is covered by any retire-
iment system to which subparagraph %C) is applicable shall, if suc}\
individual is ineligible to become a member of such system on August
1956, or, if Jater, the dsy he first occupies such position, be deem



SOCIAL SECURITY AMINDMENTS OF 1964 93

to be covered by the separate retirement system consisting of the posi-
tions of members of the division or part who do not desire coverage
under the insurance system established under this title.

(E) An individual who i3 in a position covered by a retirement
system to which subparagraph (C) is applicable and who is not a
member of such system but is eligible to become a member thereof
shall, for purposes of this subsection (other than paragraph (8)), be
regarded as o member of such system; except that, in the case of any
retirement system a division or part of which is covered under the
agreement (either in the original agreement or by a modification
thereof), which coverage is agreed to prior to 1960, the preceding
provisions of this subparagraph shall apply only if the State so re-
quests and any such individual referred to in such preceding pro-
visions shall, if the State so requests, be treated, after division of the
retirement system pursuant to such subparagraph (C), the same as
individuals in positions referred to in subparagraph (If).

(F) In the case of any retirement system divided pursuant to sub-
paragraph (C), the position of any member of the division or part
composed of positions of members who do not desire coverage may be
transferred to the separate retivement system composed of positions
of members who desire such coverage if it is so provided in a modi-
fication of such agreement which is mailed, or delivered by other
means, to the Seeretary prior to [1963] 1966 or, if later, the expiration
of two years after the date on which such agreement, or the modifica-
tion thereof making the agreement applicable to such separate retire-
ment system, as the case may be, is agreed to, but only if, prior to such
modifieation or such later modification, as the case may be, the in-
dividual occupying such positivn files with the State a written request
for such transfer. Notwithstauding subsection (f)(1), any such modi-
fication or later modification, providing for the transfer of additional
positions within a retirement system previously divided pursuant to
subparngraph (C) to the separate retirement system composed of
positions of members who desire coverage, shall be effective with
respect to services performed after the same effective date as that
which was specified in the case of such previous division.

(G) For the purposes of this gubsection, in the case of any retire-
ment system. of the State of Florida, Georgin, Minnesota, North
Dakota, Pennsylvania, Washington, or Hawaii which covers positions
of employees of such State who are compensated in whole or in part
from grants made to such State under title ILL, there shall be deemed
to be, if such State so desires, a separate retivement system with
respect to any of the following:

(i) the positions of such employees;

(i) the positions of all employees of such State covered by such
retirement system who are employed in the department of such
State in which the employees referred to in clause (i) are em-
ployed; or

(iii) employees of such State covered by such retirement
system who are employed in such department of such State in
positions other than those referred to in clause. (i).

(7) The certification by the governor (ov an officinl of the State
designated by him for the purpose) required under parageaph (3)
shall be deemed to have been made, in the case of a division ov part
(cvented under subparagraph (C) of pavagraph (6) or the corre-

36-938—pd——1T
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sponding provision of pcior law) consisting of the positions of mem-
bers of a retirement system who desire coverage under the agreement
under this section, if the governors (ov the official so dssignated)
certifies to the Secretary of Health, Kducation, and Welfare that—

(A) an opportunity to vote by written ballot on the question of
whether they wish to be covered under an agrecment under this
section was given to all individuals who were members of such
system at the time the vote was held;

(B) not less than ninety days’ notice of such vote was given to
all individuals who were members of such system on the date the
notice was issued ;..

(C) the vote was conducted under the supervision of the gov-
ernor or an agency or individual designated by him; and

(D) such system was divided into two parts or divisions in
accordance with the provisions of subparagraphs (C) and (D)
of paragraph (8) or the corresponding provision of prior law.

For purposes of this paragraph, an individual in a position to which
the State agreement already applied or in a position excluded by or
pursuant to paragraph (6) shall not be considered a member of the
retirement system. o

(8) (A) Notwithstanding paragraph (1), if under the provisions
of this subsection an agreement is, after December 31, 1958, made
applicable to service performed in positions covered by a retirement
system, service performed by an individual in a position covered by
such a system may not be excluded from the agreement because such
position is also covered under another retirement system,.

(B) Subparagraph (A) shall not apply to service performed by an
individual in a position covered under o retirement system if such
individual, on the day the agreement is made applicable to service
performed in positions covered by such retirement system, is not o
member of such gystem and is a member of another system,

(C) If an agreement is made applicable, prior to 1959, to service
in positions covered by any retirement system, the preceding provi-
siong of this paragraph shall be applicable in the case of such system
if the agreement i3 modified to so provide.

(D) I&xcept in the case of agreements with the States named in
subsection (p) and agreements with interstate instrumentalities, noth-
ing in this paragraph shall authorize the application of an agreement
to service in any policeman’s or fireman’s position,

* * * * * o *

REHABILITATION SERVICES
Referral for Rehabilitation Services

Suc. 222, (a) It is hereby deelared to be the policy of the Congress
that disabled individuals applying for a determination of disability,
and disabled individuals who are entitled to child’s insurance benefits,
shall be promptly referred to the State agency or agencies adminis-
tering or supervising the administration of the State plan approved
under the Voeational Rehabilitation Act for necessary vocational re-
habilitation services, to the end that the maximum number of such
individualg may bhe rehabilitated into productive activity.
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Deductions on Account of Refusal T'o Accept Rehabilitation Services

(b) (1) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual’s benefit or benefits under
sections 202 and 223 for any month in which such individual, if a
child who has attained the age of eighteen and is entitled to child’s
insurance benefits or if an individual entitled to disability insurance
benefits, refuses without good cause to accept rehabilitation services
available to him under a State plan approved under the Vocational
Rehabilitation Aet. Any individual who is a member or adherent
of any recognized church or religious sect which teaches its members
or adherents to rely solely, in the treatment and cure of any physical
or mental impairment, upon prayer or spiritual means through the
application and use of the tenets or teachings of such church or sect,
and who, solely because of his adherence to the teachings or tenets of
such church, or sect, refuses to accept rehabilitation services available
to him under a State plan approved under the Vocational Rehabilita-
tion Act, shall, for the purposes of the first sentence of this subsection,
be deemed to have done so with good cause,

(2) Deductions shall be made from any child’s insurance henefit to
which a child who has attained the age of eighteen is entitled or from
any mother’s ingsurance benefit to which a person is entitled, until the
total of such deductions equals such child’s insurance benefit or benefits
or such mother’s insmunce benefit ov henefits under section 202 for any
month in which such child or person entitled to mother’s insurance
benefits is married to an individual who ig entitled to disability insur-
ance benefits and in which such individual refuses to accept rehabilita-
tion services and a deduction, on account of such relusal, is imposed
under paragraph (1). I hoth this paragraph and paragraph (3) are
applicable to a child’s ingurance benofit for any month, only an amount
equal to such henefit shall be deducted.

(3) Deductions shall be made from any wife’s, hushand’s, or child’s
insurance benefit, based on the wages and sclf-employment income of
an individual entitled to disability insurance benefits, to which a wife,
hushand, or child is entitled, until the total of such deductions equals
such wife’s, hushand’s, or child’s insurance henefit oc benefits under
seetion 202 Yor any month in which the individual, on the basis of
whose wages and sell-employment income such benefit was pavable,
refuses to accopt rehabilitation services and deductions, on aceount of
such refusal, are imposed under paragraph (1),

(1) The provisions of paragraph (1) shall not apply to any child
entilled 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 vs a full-
itme student (as defined and determined under section 202(d)).

" * * * * * *

DISABILITY INSURANCE BENEFIT PAYMENTS
Disability Insurance Benefits
See, 223, (a)(1) BEvery individual who-—-

(A) is insuved for disability insurance henefits (as determined
under subsection (¢)(1)),
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(B) has not attained the age of sixty-five,

(C) has filed application for disability insurance benefits, and

(D) is under a disability (as defined in subsection (c)(2), at

the time such application is filed,

shall be entitled to a disability insurance benefit (i) for each month
beginning with the first month after his waiting period (as defined
in subsection (¢)(3)) in which he becomes so entitled to such insurance
benefits, or (ii) for each month beginning with the first month during
all of which he is under a disability and in which he becomes so
entitled to such insurance benefits, but only if he was entitled to
disability insurance benefits which terminated, or had a period of
disability (as defined in section 261 (i)) which ceased, within the sixty-
month period preceding the first month in which he is under such
disability, and ending with the month preceding whichever of the
following months is the earliest: the month in which he dies, the
month in which he attains age 65, the first month for which he is
entitled to old-age insurance benefits, or the third month following
the month in which his disability ceases.

(2) Such individual’s disability insurance benefit for any month
shall be equal to his primary insurance amount for such month deter-
mined under section 215 as though he had attained age 62 (if a woman)
or age 65 (if a man) in—

(A) the first month of his waiting period, or
(B) in any ease in which clause (ii) of paragraph (1) of this
subsection is applicable, the first month for which he becomes
entitled to such disability insurance benefits,
and as though he had become entitled to old-age insurance benefits in
the month in which he filed his application for disabilit; insurance
benefits and was entitled to an old-age insurance benefit for each month
Jor which (pursuant to subsection (b)) he was entitled to a disability
wsurance benefit.  For the purposes of the preceding sentence, in the
case of n woman who [both was fully insured and had] attained age
62 in or before the first month referred to in subparagraph (A) or (B)
of such sentence, as the case may be, the elapsed years referred to in
section 215(h) (3) shall not include the [first] year in which she [both
was fully insured and had(} attained age 62, or any year thereafter.

L) If, for any month before the month in whicK an individual

attains age 65, such individual is entitled to—
L(A) w widow’s, widower’s, or parent’s insurance benefit, or
L(B) an old-age, wife’s, or hushand’s insurance henefit which
is reduced under subsection (q) of section 202,
such individual may not, for any month after the first month for
which such individual is so entitled, become entitled to disability in-
surance benefits; and a period of disability may not begin with respect
to such individual in any month after such first month.J -

(3) If, for any month before the month in which an individual attains
age 65, such individual is entitled to an old-age, husband’s, widow’s,
widower's, or parent’s insurance benefit, or to @ wife's insurance benefit
which s reduced under section 202(q), such indwidual may not, for
any month after the first month for which such individual is so entitled,
become entitled to disability tnsurance benefits; and a period of disability
';;mg/ not I;cyz’n with respect to such individual in any month after such
first month.,
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Filing of Application

(b) No application for disability insurance benefits shall be ac-
cepted as a valid application for purposes of this section (1) if it is
filed more than nine months before the first month for which the
applicant becomes entitled to such benefits, or (2) in any case in which
clause (i1) of paragraph (1) of subsection (a) is applicable, if it is
filed more than six months before the first month for which the appli-
cant becomes entitled to such benefits; and any application filed within
such nine months’ period or six months’ period, as the case may be,
shall be deemed to have been filed in such first month. An individual
who would have been entitled to a disability insurance benefit for
any month after June 1957 had he filed application therefor prior to
the end of such month shall be entitled to such benefit for such month
if he is continuously under a disability after such month and until he
files application therefor, and he files such application prior to the
end of the twelfth month immediately succeeding such month.

Definitions

(¢) For purposes of this section—

(1) An individual shall be insured for disability insurance
benefits in any month if—

(A) he would have been a fully insured individual (as
defined in section 214) had he attained age 62 (if a woman)
or age 65 (if a man) and filed application for benefits under
section 202(a) on the first day of such month, and

(B) he had not less than twenty quarters of coverage dur-
ing the forty-quarter period ending with the quarter in which
such first day occurred, not counting as part of such forty-
quarter period any quarter any part of which was included
in a period of disability (as defined in section 216(i)) unless
such quarter was a quarter of coverage.

(2) The term “disability” means inability to engage in any
substantial gainful activity Ly reason of any medically determi-
nable physical or mental impairment. which can be expected to
result in death or to be of long-continued and indefinite daration,
An individual shall not be considered to be under a disability
unless he furnishes such proof of the existence thereof as may
be required. '

(3) The term “waiting period” means, in the ease of any application
for disability insurance benefits, the earliest period of six consecutive
calendar monthsg—-

(A) throughout which the individual who files such appli-
cation has been under a disability waich continues until such
application is filed, and

(B)(@A) which begins not earlier than with the first day of the
cighteenth month before the month in which such application is
filed if such individual is insured for disability insurance benefits
in such eighteenth month, or (ii) if he is not so insured in such
month, which begins not earlier than with the first day of the
first month after such eighteenth month in which he is so insured.

Notwithstanding the preceding provisions of this paragraph, no
waiting peviod may begin for any individual before January 1, 1957,
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SUSPENSION OF BENEFITS BASED ON DISABILITY

Sec. 225. If the Secretary, on the basis of information obtained by
or submitted to him, believes that an individual entitled to benefits
under section 223, or that a child who has attained the age of eighteen
and is entitled to benefits under section 202(d), may have ceased to
be under a disability, the Secretary may suspend the payment of bene-
fits under such section 223 or 202(d) until it is determined (as provided
in section 221) whether or not such individual’s disability has ceased
or until the Secretary believes that such disability has not ceased. In
the case of any individual whose disability is subject to determination
under an agreement with a State under section 221 (b), the Secretary
shall promptly notify the appropriate State of his action under this
section and shall request a prompt determination of whether such
individual’s disability has ceased. For purposes of this section, the
term ‘‘disability’’ has the meaning assigned to such term in section

223(c)(2). Whenever the benefits of an individual entitled to a
disability insurance benefit are suspended for any month, the benefits
of any individual entitled thereto under subsection (b), (c), or (d) of
section 202, on the basis of the wages and self-employment income of
such individual, shall be suspended for such month. The first sentence
of this section shall not apply to any child entitled to benefits under section
202(d), if he has attained the age of 18 but has not attained the age of
22, for any month during which he s a full-time student (as defined and
detérmined under section 202(d)).

TRANSITIONAL INSURED STATUS

Src, 226. («) In the case of any individual who attains the age of
72 but who does not meet the requirements of section 214(w), the 6 quarters
of coverage referred to in so much of paragraph (1) of section 214(a) as
Sollows clause (C) shall, instead, be 8 quarters of coverage for purposes
of determaning entitlement of such individual to benetits under subsection
(@) of section 202, and of his wife to benefits under subsection (b) of such
section, but, in the case of such wife, only +f she attains the age of 72
before 1968 and only with respect to wifc’s tnsurance benefits under such
subsection (b) for and after the month in which she atlains such age.
For each month before the month in which any such individual meets the
requirements of section 21/(a), the amount of his old-age insurance
benefit shall, notwithstanding the provisions of section 202(a), be $35
and the amount of the wife’s insurance benefit of his wife shall, notwith-
standing the provisions of section 202(b) be $17.60

(b) In the case of any individual who has died, who does nol meet the
requirements of section 21/ (a), and whose widow altains ayge 72 before
1968, the 6 quarters of coverage referred to tn paragraph (3) of seclion
214(a) and in so much of paragraph (1) thereof as follows clanse (C)
shall, for purposes of determining her entitlemenr to widow's insurance
benefits under section 202(e), instead be——

(1) 8 quarters of coverage if such widow altwins the age of 72 in
or before 19645,

(2) 4 quarters of coverage if such widow altains the age of 72 in
1966, or

(8) & quarters of coverage if such widow attains the age of 72 in
1967,
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The amount of her widow's insurance benefit for each month shall, not-
g)itg;ganding the provisions of section 202(e) (and section 202(m)),
e $36.

(¢) In the case of any individual who becomes, or upon filing applica-
tion therefor would become, entitled to benefits under section 202(a) by
reason of the application of subsection (a) of this section, who dies, and
whose widow altains the age of 72 before 1968, such deceased individual
shall be deemed to meet the requirements of subsection (b) of this section
for purposes of determining entitlement of such widow to widow's
msurance denefits under section 202(b).

* * * * * * *
TITLE X—GRANTS TO STATES FOR AID TO THE BLIND
* * * * * * *

PAYMENT TO STATES

Skc, 1003. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid to the blind, for each quarier, beginning with the quarter
commencing October 1, 1958—

(1) in the case of any State other than Puerto Rico, the Vir-
in Islands, and Guam, an amount equal to the sum of the fol-
owing proportions of the total amounts expended during such
quarter as aid to the blind under the State plan (including ex-

penditures for insurance premiums for medical or any other type
of remedinl care or the cost thereof)-—

(A) *%; of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $35 multiplied by the total number of recipients
of uid to the blind for such month (which total number, for
purposes of this subsection, means éi) the number of in-
dividuals who received aid to the blind in the form of money
payments for such month, plus (ii) the number of other in-
dividuals with respect to whom expenditures were made in
stuch month as aid to the blind in the form of medical or any
other type of remedial care); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of [$70]
$75 multiplied by the total number of such recipients of aid to
the blind for such month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,

an amount equal to one-half of the total of the sums expended
during such quarter as aid to the blind under the State plan (in-
cluding expenditures for insurance premiums for medical or any
other type of remedial care or the cost thereof), not counting so
much of any expenditure with respect to any month as exceeds
$37.50 multiplied by the total number of recipients of aid to the
blind for suc*x month; and

(3) in the case of any State whose State plan approved under

section 1002 meets the requirements of subsection (c)(1) an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
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Secretary of Health, Education, and Welfare for the proper and
eflicient administration of the State plan—

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

(i) services which are prescribed pursuant to subsec-
tion (¢)(1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid to
the blind to help them attain or retain capability for self-
support or self-care, or

(11) other services, specified by the Secretary as likely
to prevent or reduce dependency, so provided to such
applicants or recipients, or :

(iif) any of the services prescribed pursuant to sub-
section (c¢)(1), and of the services specified as provided
in clause (i1), which the Secretacy may specify as ap-
propriate for individuals who, within such period or
periods as the Secretary may prescribe, have been or ave
likely to become applicants for or recipients of aid to the
blind, if such services are requested by such individuals
and are provided to such individuals in accordance with
the next sentence, or

(iv) the training of personnel employed or preparing
for employment by the State agency or by the local
agency administering the plan in the political subdivi-
sion; plus

(B) one-half of so much of such expenditures (not,in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid to the blind, and to in(livi(}unls requesting
such services who (within such period or periods as the
Secretary may preseribe) have been or are likely to hecome
applicants for or recipients of such aid; plus

(1) one-hall of tho remainder of such expenditures.

The services referred to in subparagraphs (A) and (B) shall
include only—

(D) services provided by the staff of the State agency,
or of the local agency administering the State plan in the
political subdivision: Provided, That no funds authorized
under this title shall be available for services defined as
voeational rehabilitation services under the Vocational Reha-
bilitation Act (i) which are available to individuals in need
of them under programs for their rehabilitation carvied on
under a Stato plan approved under such Act, or (ii) which
the State ageney or agencies administering or supervising
the administration of the State plan approved under such
Act are able and willing to provide if reimbursed for the
cost thereof pursuant to agreement under subparagraph (),
il provided by such stafl, and

(I£) subject to limitations preseribed by the Secretary,
services which in the judgment of the State agency cannot he
as economically or as effectively provided by the staff of such
State or loeal agency and are not otherwise reasonably avail-
able to individuals in need of them, and which are provided,
ursuant to agreement with the State agency, by the State
iealth authority or the State agency or agencies administer-
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ing or supervising the administration of the State plan for

vocational rehabilitation services approved under the Voca-

tional Rehabilitation Act or by any other State agency which

the Secretary may determine to be appropriate (whether

provided by its staff or by contract with public (local) or

nonprofit private agencies);
except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies and
the lport.ion thereof to which subparagmpﬁs (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under

seetion 1002 does not meet the requirements of subsection (¢)(1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
propetv and efficient administration of the State plan, icluding
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

* * * * * * *
TITLE XIT—ADVANCES TO STATE UNEMPLOYMENT
FUNDS
* * * * * ' * *

PAYMENTS TO STATES

Skec. 1403. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an approved plan
for aid to the permanently and totally disabled, for each quarter,
beginning with the quarter commencing October 1, 1958—

(1) in the case of any State other than Puerto Rico, the
Virgin Islands, and Guam, an amount equal to the sum of the
following proportions of the total amounts expended during such
quarter as aid to the permanently and totally disabled under the
State plan (including expenditures for insurance premiums for
medical or any other type of remedial care or the cost thereof)-—

(A) 2%; of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $35 multiplied by the total number of recipients
of aid to the permanently and totally disabled for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals who received aid to the perma-
nently and totally disabled in the form of money payments
for such month, plus (ii) the number of other individuals
with respect to whom expenditures were made in such month
as aid to the permanently and totally disabled in the form
of medical or any other type of remedial care); plus

(B) the Federal percentage of the amount by which such
expenditures excee(ll the maximum which may be counted
under clause (A), not counting so much of any expenditure
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with respect to any month as exceeds the product of [$70]
$76 multiplied by the total number of such recipients of aid to
the permanently and totally disabled for such month; and
(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to one-half of the totalg of the sums expended
during such quarter as aid to the permanently and totaﬁy dis-
abled under the State plan (including expenditures for insurance
premiums for medical or any other type of remedial care or the
cost thereof), not counting so much of any expenditure with
respect to any month as exceeds $37.50 multiplied by the total
number of recipients of aid to the permanently and totally dis-
abled for such month; and
(3) in the case of any State whose State plan approved under
section 1402 meets the requirements of subsection (¢)(1), an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary OF Iealth, Education, and Welfare for the proper and
efficient administration of the State plan—
(A) 75 per centum of so much of such expenditures as are
for—

(i) services which are prescribed pursuant to sub-
section (c)(1) and are provided (in accordance with the
next sentence) to applicants for or-recipients of aid to
the permanently and totally disabled to help them attain
or retain capability for self-support or sclf-care, or

(ii) other services, specified by the Secretary as likel
to prevent or reduce dependency, so provided to such
applicants or recipients, or

(iif) any of the services prescribed pursuant to sub-
section (¢)(1), and of the services specified as provided
in clause (i), which the Sceretary may speeily as ap-
propriate for individuals who, within such period or
eriods as the Seerctary may preseribe, have been or are
Iikely to become applicants for or recipients of aid to tho
permanently and totally disabled, if such services are

requested by such individuals and are provided to such
in(lividuals in accordance with the next sentence, or

(iv) the training of personnel employed or preparing
for -employment by the State agency or by the local
agency administering the plan in the political subdivi-
sion; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid to the permanently and totally disabled,
and. to individuals requesting such services who (within such
period or periods as tim Secretary may prescribe) have heen
or are likely to become applicants for or recipients of such
aid; plus
(C) one-half of the remainder of such expenditures,
The soervices referred to in subparagraphs (A) and (B) shall
include only—
(D) services provided by the staff of the State agency, or
of the local agency administering the State plan in the politi-
cal subdivision: Provided, That no funds authorized under
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this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (1) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under suparagraph (E), if provided by
such staff, and ' : ‘

() subject to limitations prescribed by the Secretary,
services which in the judgment of the State agency cannot be
as economicelly or as effectively provided by the staff of such
State or local agency and are not otherwise reasonably avail-
able to individuals 1n need of them, and which are provided,
pursuant to agreement with the State agency, by the State
health authority or the State agency or agencies administer-
ing or supervising the administration of the State plan for
vocational rehabilitation services approved under the Vo-
cational Rehabilitation Act or by any other State agency
which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies); "

except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the ad-
ministration of the Stato plan for vocational rehabilitation services
so approved, The portion of the minount expended for adminis-
tration of the State plan to which ‘subparagraph (A) applies
and the portion thereof to which subparagraphs (B) and (C)
apply shall be determined in accordance with such methods and
procedures ns may be permitted by the Secretary; and

(4) in the case of any State whose State plan approved under
section 1402 does not meet the requirements of subsection (¢)(1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretavy for the
proper and o%ﬁcient, administration of the State plan, including
services roferred to in paragraph (3) and pr()vi(le({ in accordance
with the provisions of such paragraph.
* * * * * * *

TITLE XVI—GRANTS TO STATES FOR AID T0 THE AGED,
BLIND, OR DISABLED, OR FOR SUCH AID AND MEDICAL
ASSISTANCE FOR THE AGED

* * * * * * *
PAYMENTS T0 STATES

Skc, 1603, (a) From the sums a,ppr(){)riated therefor, the Secretary
shall pay to each State which has a plan approved under this title,
for each quarter, beginning with the quarter commencing October 1,
1962-—
(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
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proportions of the total amounts expended during such quarter as
aid to the aged, blind, or disabled under the State plan (including
expenditures for insurance premiums for medical or any other
type of remedial care or the cost thereof)—

(A) 2%s of such expenditures, not cotunting so much of
any expenditure with respect to any month as exceeds the
product of $35 multiplied by the total number of recipients of
such aid for such month (which total number, for purposes
of this subsection, means (i) the number of individuals who
received such aid in the form of money payments for such
month, plus (ii) the number of other individuals with re-
spect to whom expenditures were made in such month as aid
to the aged, blind, or disabled in the form of medical or any
other type ofremedial care); plus

[(B) the Federal percentage (as defined in section 1101
(1) (8)) of the amount by which such expenditures exceed the
maximum which may be counted under clause (A), not
counting so much of any expenditure with respect to any
month as exceeds the product of $70 multiplied by the total
number of recipients of aid to the aged, blind, or disabled for
such month; plus

L(C) the larger of the following: (i) the Federal medical
pereentage (as defined in section 6(c)) of the amount by
which such expenditures exceed the maximum which may be
counted under clause (B), not counting so much of any ex-
penditure with respect to any month as exceeds (I) the
product of $85 mu}tiplied by the total number of such re-
cipients of aid to the aged, blind, or disabled for such month,
or (IT) if smaller, the total expended as aid to the aged, blind,
or disabled in the form of medical or any other type of
remedial care with respect to such month plus the product of
$70 multiplied by such total number of such recipients, or
(if) 15 per centum of the total of the sums expended during
such quarter as aid to the aged, blind, or disabled under the
State plan in the form of .medical or any other type of
remedinl cure, not counting so much of any expenditure with.
respect to any month as exceeds the product of $156 multiplied
by the total number of such recipients of aid to the aged,
blind, or disabled for such month i3

(B3) the larger of the following:

(D) (I) the Federal percentage (as defined in section 1101 (1) (8))
of the amount by which such expenditures exceed the amount
which may be counted under clause (A), not counting so much
of suel excess with respect to any month as exceeds the product
of $40 multiplied by the total number of recipients of aid to
the aged, blind, or disabled for such months, plus (I1) 165 per
centuin of the total of the sums expended during such quarter
as wid to the aged, blind, or disabled under the State plan in
the form of medical or any other type of remedial care, not
counting so much of any such expenditure with respect to any
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 '

(1) (1) the Federal medical percentage (as defined in
section 6(c)) of the amount by which such expenditures exceed
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the maximum which may be counted under clause (A), not
counting so much of any expenditures with respect to any
month as exceeds (a) the product of $60 multiplied by the total
number of such recipients of aid to the aged, blind, or disabled
for such month, or (b) if smaller, the total expended as aid to
the aged, blind, or disabled in the form of medical or any other
type of remedial care with respect to such month plus the
product of $36 multiplied by such tolal number of such recip-
1ents, plus (1) the Federal percentage of the amount by which
the total sums expended during such quarter as aid to the
aged, blind, or disabled under the State plan exceed the amount
which may be counted under clause (A) and the preceding
provisions of this clause (B) (1), not counting so much of
such excess with respect to any month as exceeds the product of
$40 multiplied by the total number of recipients of aid to the
aged, blind, or dvsabled for such month;

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to—

(A) one-half of the total of the sums expended during such
quarter as aid to the aged, blind, or disabled under the State
plan (including expenditures for insurance premiums for med-
1cal or any other type of remedial care or the cost thereof),
not counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of
recipients of aid to the aged, blind, or disabled for such
month; plus :

(B) the larger of the following amounts: (i) one-l'alf of the
amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so
much of any expenditure with respect to any month as
exceeds (I) the product of $45 multiplied by the total num-
ber of such recipients of aid to the aged, blind, or disabled
for such month, or (I1) if smaller, the total expended as aid
to the aged, blind, or disabled in the form of medical or any
other type of remedial care with respect to such month plus
the product of $37.50 multiplied by the total number of such
recipients, or (ii) 15 per centum of the total of the sums
expended during such quarter as aid to the aged, blind, or
disabled under the State plan in the form of medical or any
other type of remedial care, not counting so much of any
expenditure with respect to any month ag exceeds the product
of $7.50 multiplied by the total number of such recipients of
aid to the aged, blind, or disabled for such month;

(3) in the case of any State, an amount equal to the Ifederal
medical porcentage (as defined in section 6(c¢)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expendituves for in-
surance premiums for medical or any other type of remedial care
or the cost thereof) ; and

(4) in the case of any State whose State plan approved under
section 1602 meets the requirements of subsection §c)(1), an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
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Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan—

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

(1) services which are prescribed pursuant to sub-
section (¢)(1) and are provided (in accordance with the
next sentence) to applicants for or recipients of aid or
assistance under the plan to help them attain or retain
capability for self-support or self-care, or

(ii) other services, specified by the Secretary as
likely to prevent or reduce dependency, so provided to
such applicants or recipients, or

(iii) any of the services prescribed pursuant to sub-
section (cg(l) , and of the services specified as provided
in clause (ii), which the Secretary may specify as ap-
propriate for individuals who, within such period or
periods as the Secretary may prescribe, have been or
are likely to become applicants for or recipients of aid
or assistance under the plan, if such services are re-
quested by such individuals and are provided to such °
individuals in accordance with the next sentence, or

(iv) the training of personnel employed or preparin
for employment by the State agency or by the loca
agency administering the plan in the political subdivi-
sion; plus

(B) one-half of so much of such expenditures (not included
under subparagraph (A)) as are for services provided (in
accordance with the next sentence) to applicants for or re-
cipients of aid or assistance under the plan, and to individuals
requesting such services who (within such period or periods
as the Secretary may prescribe) have been or are likely to
biacome applicants for or recipients of such aid or assistance;
olus
: (C) one-half of the remainder of such expenditures.

The sorvices referred to in subparagraphs (A) and (B) shall
include only—

(D) services provided by the stafl of the State agency, or
of the local agency administering the State plan in the politi-
cal subdivision: Provided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Voeational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the State
agency or agencies administering or supervising the admin-
istration of the State plan approved under such Act are
able and willing to provide if reimbursed for the cost thereof
pursuant to agreement under subparagraph (E), if provided
by such staff, and

(I£) subject to limitations prescribed by the Secretary,
services Wf]i()h in the judgment of the State agoncy cannot
be as economically or as eflectively provided by the stafl’ of
such State or local agency and are not otherwise reasonably
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available to individuals in need of them, and which are pro-
vided, pursuant to agreement with the State agency, by the
State health authority or the State agency or agencies admin-
istering or quervising the administration of the State plan
for vocational rehabilitation services approved under the
Vocational Rehabilitation Act or by any other State agency
which the Secretary may determine to be appropriate
(whether provided by its staff or by.contract with public
(local) or nonprofit private agencies);
except that services described in clause (ii) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agencies administering or supervising the admin-
istration of the State plan for vocational rehabilitation services so
approved. The portion of the amount expended for administra-
tion of the State iPlan to which subparagraph (A) applies and
the portion thereof to which subparagraphs (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secrétary; and
(6) in the case of any State whose State plan approved under
section 1602 does not meet the requirements of subsection (c)(1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of such paragraph.
* * * * * * *

DEFINITIONS

Src. 1605, [(a) For the purposes of this title, tho term ‘“‘aid to the
aged, blind, or disabled” means money payments to, or (if provided in
or after the third month before the month in which the recipient makes
application for aid) medical care in behalf of or any type of remedial
care recognized under State law in behalf of, needy individuals who
are 65 years of agoe or older, are blind, or are 18 years of age or over
and permanently and totally disabled, but does not include—

[(1) any such payments to or care in behalf of any individual
who is an inmate of a public institution (except as a patient in
a medical institurion) or any individual who Is & patient in an
institution for tuberculosis or mental diseases, or
L£(2) any such payments to any individual who has been diag-
nosed as having tuberculosis or psychosis and is a patient in a
medical institution as a result thereof, or
L(3) any such care in behalf of any individual, who is a patient
in & medical institution as a result of a diagnosis that he has
tuberculosis or psychosis, with respect to any period after tho
individual has been a patient in such an institution, as a rosult of
such diagnosis, for forty-two days.]}
(@) For the purposes of this title, the term “‘aid to the aged, blind, or
disabled” means money payments to, or (if provided in or after the
third month before the month in which the recipient makes application
Jor aid) medical care tn behalf of or any type of remedial care recognized
under State law in behalf of, needy individ'/u.als who are 66 years of age or
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older, are blind, or are 18 years of age or over and permanently and
totally disabled, but such term does not include—

(1) in the case of any ndividual, any such payments to or care
in behalf of any individual who is an inmate of a public institution
(except as a patient in a medical institution); or

(2) wn the case of any individual who has not attained 65 years of
age—

I (A) any such payments to or care in behalf of any individual
who 18 a patient wh an institution for tuberculosis or mental
diseases, or

(B) any such payments to any individual who has been
diagnosed as having tuberculosis or psychosis and is a patient
in @ medical institution as a result t)gerea , or }

(C) any such care in behalf of any individual, who is a
5}(m'ent i a medical institution as a result of a diagnosis that
e has tuberculosis or psychosis, with respect to any period
after the individual has been a patient in such an institution,
as a result of such diagnosis, for forty-two days.

(b) For purposes of this title, thie term “medical assistance for
the aged” means payment of part or all of the cost of the following
care and services (if provided in or after the third month before the
month in which the recipient makes application for assistance) for
individuals who are sixty-five yvears of age or older ahd who are not
recipients of aid to the aged, blind, or disabled but whose income and
resources are insufficient to meet all of such cost—

(1) inpatient hospital services;

(2) skilled nursing-home services;

(3) physicians’ services;

(4) outpatient hospital or clinic services;

(5) home health care services;

(6) private duty nursing services;

(7) physical therapy and related services;

(8) dental services;

(9) laboratory and X-ray services;

(10) preseribed drugs, eyeglasses, dentures, and prosthetic
devices;

(11) diagnostie, screening, and preventive services; and

(12) any other medical care or remedial care recognized under
State law;

Lexcept that such term does not include any such payments with
respect to—

L(A) care or services for any individual who is an inmate of
a public institution (except as a patient in a medical institution)
or any individual who is a patient in an institution for tubercu-
losis or mental diseases; or

E(B) care or services for any individual, who is a patient in a
medical institution as a result of a dingnosis of tuberculosis or
sychosis, with respect to any period after the individual has
yeen a patient in such an institution, as a result of such diagnosis,
for forty-two days.}

cxcept that such term does not include any such payments with respect
to care or services for any ndividual who 1s an inmate of a public insti-
tution (except as @ patient in « medical institution). .
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INTERNAL REVENUE CODE OF 1954

Subtitle A—Income Taxes

* * * * * * *

CHAPTER 2—TAX ON SELF-EMPLOYMENT INCOME

SEC. 1401, RATE OF TAX

[In addition to other taxes, there shall be imposed for each taxable
%ve]slzr, on the self-employment income of every individual, a tax as
ollows:

(1) in the case of any taxable year beginning after December
31, 1961, and before January 1, 1963, the tax shall be equal to 4.7
percent of the amount of the self-employment income for such
taxable year;

L(2) 1 the case of any taxable year beginuing after December
31, 1962, and before January 1, 1966, the tax shall be equal to
5.4 percent of the amount of the self-employment income for such
taxable year;

L(3) in the case of any taxable year beginning after December
31, 1965, and before January 1, 1968, the tax shall be equal to 6.2
percent of the amount of the self-employment income for such
taxable year; and

L(4) in the case of any taxable year beginning after December
31, 1967, the tax shall be equal to 6.9 percent of the amount of the
self-employment income for such taxable year.]

In addition to other taxes, there shall be vmposed for each taxable year,
on the self-employment income of every indinidual, @ tax as follows:

(1) in the case of any tazadble year beginning after December 31,
1964, and before Januwary 1, 1966, the tax shall be equal to 5.7 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,
1965, and before January 1, 1968, the tax shall be equal to 6 percent
of the amount of the self-employment income for such tazable year,

(8) in the case of any tazable year beginning after December 31,
1967, and before January 1, 1971, the tax shall be equal to 6.8
percent o{ the amount of the self-employment income for such tarable
year; anc

(4) n the case of any taxable year beginning after December 31,

1970, the tax shall be equal to 7.2 percent of the amount of the
self-employment income for such tazable year.

(b) SeLr-eMpLoYMENT INcoME—The term “self-employment in-
come’’ means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any
taxable year; except that such term shall not include—

(1) that part of the net earnings from self-employment which
is in excess of-—

(A) for any taxable year ending prior to 1955, (i) $3,600,
minus (i) the amount of the wages paid to such individual
during the taxable year; and

(B) for any taxable year ending after 1954 and before
1959, (i) $4,200, minus (i) the amount of the wages paid
to such individual during the taxable year; and

30-038-—04-——8
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(C) for any taxable year ending after 1958 and hefore 1966,
(i) $4,800, minus (ii) the amount of the wages paid to such
individual during the taxable year[; or]; and
(D) for any taxable year ending after 1964, (1) $6,400,
minus (12) the amount of the wages paid to such indimdual
during the taxable year; or
(2) the net earnings from seclf-employment, if such net earn-
ings for the taxable year are less than $400.
For purposes of clause (1), the term ‘‘wages’” includes such remu-
neration paid to an employee for services included under an agree-
ment entered into pursuant to the provisions of section 218 of the
Social Security Act (relating to coverage of State employees), or
under an agreement entered into pursuant to the provisions of section
3121(1) (relating to coverage of citizens of the United States who are
employees of foreign subsidiaries of domestic corporations), as would
be wages under section 3121(a) if such services constituted employ-
ment under section 3121(b). An individual who is not a citizen of
the United States but who is a resident of the Commonwealth of
Puerto Rico, the Virgin Islands, Guam, or American Samoa shall
not, for purposes of this chapter be considered to be a nonresident
alien individual,
* * * * * * *

Subtitle C-—Employment Taxes

CHAPTER 21—FEDERAL INSURANCE CONTRIBUTIONS ACT
SUBCHAPTER A—TAX ON EMPLOYERS

SlC, 3101, RATE OF TAX, p

EIn addition to other taxes, there is hereby imposed on the income
of every individual n tax equal to the following percentages of the
wages (a8 defined in section 3121(n)) received by him with respeet to
cmployment (as defined in section 3121 (h))-—

E(1) with respeet to wages received during the ealendar year
1962, the rate shall be 3% percent;

£(2) with respect to wages received durving the ealendar years
1963 to 1965, both inclusive, the rate shall be 3% percent;

L(3) with respect to wages received during the calendar years
L1966 to 1967, both inclusive, the rate shall be 43 percent; and

L(4) with respect to wages received after December 31, 1967,
the rato shall be 4% percent.

In addition to other taxes, there ts hereby imposed on the income of
every tndwdual a taw equal to the following percentages of the wages (as
defined wn section 3121(a)) recetved by him with respeet to employment
(as defined in section 3121(h))-—

(1) with respect to wages received during the calendar year 1965,
the rate shall be 3.8 percent;

(2) with respect to wages recetved during the calendar years 1966
and 1967, the rate shall be 4 percent;

(8) with respect to wages recetved during the calendar years 1968,
1969, and 1970, the rate shall be 4.6 percent; and

(4) with respect to wages recewed after December 31, 1970, the
rate shall be 4.8 percent.
* * * * * * *
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SUBCHAPTER B—TAX ON EMPLOYERS

SEC. 3111, RATE OF TAX. .

[In addition to other taxes, there is hereby imposed on overy em-
ployer an exeise 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 respeet to employment (as definod in sec-
tion 3121(b))-—

[(1) with respect to wages paid during the calendar year 1962,
the rate shall be 3% percent;

L(2) with respeet to wages paid during the calendar years 1963
to 1965, both inclusive, the rate shall be 3% percent;

L(3) with respeet to wages paid during the calendar years 1966
to 1967, both inclusive, the rate shall bo 414 percent; and

L(4) with respect to wages paid after Decomber 31, 1967, the
rate shall be 4% percent.]

In addition to other taxes, there is hereby tmposed on cvery employer
an excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121(a))
paid by him with respect to employment (as defined in section 3121(b))—

(1) with respezct to wages paid during the calendar year 1964,
the rate shall be 3.8 percent,

(2) with respect to wages paid dwring the calendar years 1966
and 1967, the rate shall be /. percent;

(8) with respect to wages paid during the calendar years 1968,
1969, and 1970, the rate shall be 4.6 percent; and

(4) with respect to wages paid after December 31, 1970, the rate
shall be 4.8 percent. '
* * * * * Lok *

SUBCHAPTER C—GENERAL PROVISIONS

SEC, 83121, DEFINITIONS,

(n) Wacus,—Ifor purposes of this chapter, the term “wages’ means
all remuneration for employment, including the eash value of all
remuneration paid in any medium other than eash; except that such
term shall not include—

(1) that part of the remuneration which, after remuneration
(other than remuneration rveferred to in the succceding para-
graphs of this subsection) equal to §'$4,800F $6,/,00 with respect
to employment has been paid (o an individual by an employer
during any calendar year, is paid to such individual by such
employer during such” ealendav year, If an employer (herein-
after referred Lo as successor employer) during any calendar year
ncquires substantially all the property used in a trade or business
of another employer (hercinul1 ter referred to as a predecessor), or
used in a soparate unit of a trade or business of a predecessor,
and immedintely after the acquisition employs in his trade or
business an individual who immediately prior to the ncquisition
was employed in the trade or business of such predecessor, then,
for the purpose of determining whether thesuccessor employer
has pni(f remuneration (other than remuneration referred to in
the succeeding paragraphs ol this subsection) with respect to
employment equal to [$4,800F $6,/00 to such individual duving
such calendar year, any remuneration (other than remuneration
referred to in the succeeding paragraphs of this subsgection) with
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respect to employment paid (or considered under this paragraph
as having been paid) to such individual by such predecessor
during such calendar year and prior to such acquisition shall be
considered as having been paid by such successor employer;

(2) the amount 0% any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an
employer which makes provision for his employees generally (or)
for his employees generally and their dependents) or for a class
or classes of i)is cmployees (or for a class or classes of his em-
ployees and their dependents), on account of-—

(A) retirement, or

(B) sickness or accident disability, or

(C) medical or hospitalization expenses in connection with
sickness or accident disability, or

(1)) death;

(3) any payment made to an employee (including any amount
paid by ar. employer for insurance or annuities, or into a fund, to
provide for any such payment) on account of retirement;

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sick-
ness or aceident disability, made by an employer to, or on behalf
of, an employee after the expiration of 6 calendar months follow-
ing the last calendar month in which the employee worked for
siuch employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary--—

(A) from or to a trust, deseribed in section 401(n) which is
exempt from tax under section 501(a) at the time of such
payment unless such payment is made to an employee of the
trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust, or

(B) under or to an annuity plan which, at the time of
such payment, meets the requivements of seetion 401(a) (3),
), (h), and (6);

(6) the payment by an employer (without deduetion from the
remuneration of the employee)-—

(A) of the tax imposed upon an employee under section
3101 (or the corresponding section of prior law), or

(B) of any payment. required from an employee under n
State unemployment compensation law;

() (A) remuneration paid in any medium other than cash to an
employee for service not in the course of the employer’s trade or
business or for domestic service in a private home of the employer;

(B) cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home of
d\e employer, if the cash remuneration paid in such quarter by
the employer to the employee for such service is less than $50.
As used in this subparagraph, the term “domestic service in a
rivate home of the employer,” does not include service deseribed
i subseetion (g) (5);

(C) eash remuneration paid by an employer in any calondar
quarter to an employee for service not in the courss of the em-
ployer’s trade or {)usinoss, if the cash remuneration paid in such
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quarter by the employer to the employee for such service is less
than $50. As used in this subparagraph, the term “service not in
the course of the employer’s trade or business” does not include
domestic service in a private home of the employer and does not
include service described in subsection (g)(5);

(8) (A) remuneration paid in any medium other than cash for
agricultural labor;

(B) cash remuneration paid by an employer in any calendar
year to an employee for agricultural labor unless (i) the cash
remuneration paid in such year by the employer to the employee
for such labor is $150 or more, or (ii) the employee performs agri-
cultural labor for the employer on 20 days or more during such
year for eash remuneration computed on s time basis;

(9) any payment (other than vacation ov sick pay) made to
an employee after the month in which-—

(A) in the case of 9 man, he attains the age of 65, or

(B) in the ease of a woman, she attains the age of 62,
if such employee did not work for the employer in the period for
which such payment is made; or

(10) remuneration paid by an employer in any calendac quar-
ter to an employee for service described in subsection (d)(3)
(() (relating to home workers), if the cash remuneration paid in
such quarter by the employer to the employee for such service is
less than $50.

k * * * % * A

SEC, 3122, FEDERAL SERVICE,

In the ease of the taxes imposed by this chapter with respect to
serviee performed in the employ of the United States or in the employ
of any mstrumentality which 1s wholly owned by the United States,
including service, performed as a member of o uniformed servicee,
to which the provisions of section 3121(m)(1) are applicable, and
including service, performed as o volunteer or volunteer leader, within
the meaning of the Peace Corps Act, to which the provisions of
seetion 3121(p) are applieable, the determination whether an indi-
vidual has performed service which constitutes employment as defined
in secetion 3121(h), the determination of the amount of remunera-
tion for such service which constitutes wages as defined in section
3121 (w), and_the return and payment of the taxes imposed by this
chapter, shall he made by the head of the Federal agency or instru-
mentality having the control of such service, or by such agents as such
head may designate,  The person making such return may, for con-
venience of administration, make payments of the tax imposed under
seetion 3111 with respeet to such service without regard to the
L[$4,8007 5,400 limitation in section 3121(a) al), and he shall not be
required to obtain a refund of the tax paid under seetion 3111 on that
part of the remuneration not included in wages by reason of section
3121(a) (1), Payments of the tax imposed under section 3111 with
respect to service, porformed by an individual as o member of & uni-
formed service, to which the provisions of section 3121(m)(1) are
applicable, shall be made from approprintions available for the pay
of membhers of such uniformed service. The provisions of this sce-
tion shall be applicable in the case of service performed by a civilian
employee, not compensated from funds approprinted by the Congress,
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in the Armny and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Exchanges,
or other activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary of Deofense, at
installations of the Department of Defense for the comfort, pleasure,
contentment, and mental and physical improvement of personnel
of such Department; and for purposes of this section the Secretary of
Defense shall be deemed to be the head of such instrumentality. The
provisions of this section shall be applicable also in the case of service
performed by a civilian employee, not compensated from funds
appropriated by the Congress, in the Coast Guard Exchanges or other
activities, conducted by an instrumentality of the United. States sub-
ject to the jurisdiction of the Sceretary, at installations of the Coast
Guard for tho comfort, pleasure, contentment, and mental and physical
improvement of personnel of the Coast Guard; and for purposes
of this scetion the Secretary shall be deemed to be the head of such
instrumentality.
X * * * * * *

SEC. 3125. RETURNS IN THE CASE OF GOVERNMENTAL EMPLOYEES
IN GUAM AND AMERICAN SAMOA,

(a) Guam.—The return and payment of the taxes imposed by this
chapter on the income of individuals who are officers or employces
of the Government of Guam or any political subdivision thereof or of
any instrumentality of any one or more of the foregoing which is
wholly owned thoreby, and those imposed on such Governmont or
political subdivision or instrumentality with respect to having such
individuals in its employ, may he made by the Governor of Guam or
by such agents as he may designate. The person making such return
may, for convenionce of administration, make payments of the tax
imposed under section 3111 with respoct to the sorvice of such indi-
vi(Kltmls without rogard to the [$4,800F $4,400 limitation in section
3121(a)(1).

(h) AmurIcAN SamoA.—The return and payment of the taxes
imposed by this chapter on the income of individuals who are officers
or employoces of the Government of American Snmoa or any political
subdivision thoreof or of any instrumentality of any one or more of
tho forogoing which is wholly ownod thereby, and those imposed on
such Govornment or political subdivision or instrumoentality with
respect to having such individuals in its employ, may be made by the
Govornor of American Samon or by such agents as he may designato,
Tho person making such return may, for convenience of administra-
tion, make payments of the tax imposed under section 3111 with
respect to the servico of such individuals without regard to the
[$4,800] $6,400 limitation in section 3121(a)(1).

* * L] * * * *

CHAPTER 65-—-ABATEMENTS, CREVDITS AND REFUNDS
* * * " " " *

SEC, 6413, SP’II‘BA(;{#“S‘ RULES APPLICABLE TO CERTAIN EMPLOYMENT
(a) Avyusrment or Tax).—

. (1) Generan runs.-——If more than the correct amount of tax

imposed by section 3101, 3111, 3201, 3221, or 3402 is paid with
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respect to any payment of remuneration, proper adjustments,
with respect to both the tax and the amount to be deducted,
shall be made, without interest, in such manner and at such times
as the Secretary or his delegate may be regulations proscribe.

(2) UNITED STATES AS EMPLOYER.—For purposes 0} this subsec-
tion, in the case of remuneration received from the United States
or a wholly-owned instrumentality thereof during any calendar
year, each head of a Federal agency or instrumentality who makes
a return pursuant to section 3122 and each agent, designated by
the head of a Federal agency or instrumentality, who makes a
return pursuant to such section shall be deemed a separate
employer.

(3) ‘GUAM OR AMERICAN SAMOA AS EMPLOYER.—Kor purposes
of this subsection, in the case of remuneration received during any
calendar year from the Government of Guam, the Government of
American Samoa, a political subdivision of either, or any instru-
mentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of American
Samoa, and each agent designated by either who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(b) OveERPAYMENTS OF CERTAIN EMPLOYMENT Taxes.—If more
than the correct amount of tax imposed by section 3101, 3111, 3201,
3221, or 3402 is paid or deducted with respect to any payment of
remuneration and the overpayment cannot be adjusted under sub-
section (a) of this scction, the amount of the overpayment shall be
rofunded in such manner and at such times (subject to the statute of
limitations properly applicable thereto) as the Seeretary or his delegate
may by regulations prescribe, '

(¢) Srrcian Rerunps.—

(1) In aenEraL—If by reason of any employee receiving wages
from more than one employer during a calendar year after the
calendar year 1950 and prior to the calendar year 1955, the wages
received by him during such year exceed $3,600, the employeo
shall be entitled (subject to the provisions of section 31(h))
to a eredit or rvefund of any amount of tax, with respect to such
wages, imposed by soction 1400 of the Internal Revenue Codo
of 1939 and dedueted from the employee’s wages (whether or
not paid to the Secrotary or his delegate), which exceeds the tax
with respect to tho first $3,600 of such wages received; or if by
yoason of an employeo receiving wages from more than one em-
ployer (A) during any calendar yoar aftor the calendar year
1954 and prior to the calendar year 1059, the wages received by
him during such year exceed $4,200, or (B) during any calendar
yoar. after the calondar year 1958 and prior to calendar year 1965,
the wages received by him during such year excced $4,800, or
(€) during any calendar, year after the calendar year 1964, the
wages recewved by him during such year excced $6,400, the employee
shall be entitled gsubjcct, to the provisions of section 31?))) to a
credit or refund of any amount o(] tax, with respect to such wages,
imposed by scction 3101 and deducted from the cmployee’s
wages (whether or not paid to the Secretary or his delegate),
which exceeds the tax with respect to the first $4,200 of such
wages received in such calendar year after 1954 and before 1959,
or which exceeds the tax with respect to the first $4,800 of such
wages received in such calendar year after 1958 and before 1965,
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or which exceeds the tax with respect to the first $5,400 of such wages
received in such calendar year after 1964.

(2) APPLICABILITY IN CASE OF FEDERAL AND STATE EMPLOYEES,
EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERN-
MENTAL EMPLOYEES IN GUAM AND AMERICAN SAMOA,—

(A) Feperan EmrLoYEEs,—In the case of remuneration
received from the United States or a wholly owned instru-
mentality thereof during any calendar year, each head of a
Federal agency or instrumentality who makes a return pur-
suant to section 3122 and each agent, designated by the head
of a Federal agency or instrumentality, who makes a return

-pursuant to such section shall, for purposes of this subsec-

tion, be deemed a separate employer, and the term “wages”
includes for purposes of this subsection the amount, not to
exceed $3,600 for the calendar year 1951, 1952, 1953, or 1954,
$4,200 for the claendar year 1955, 1956, 1957, or 1958, [or
$4,800 for any calendar year after 19587 $4,800 for the
calendar year 1969, 1960,” 1961, 1962, 1968, or 1964, or
$5,400 for any calendar year after 1964, determined by each
such head or agent as constituting wages paid to an employee.

(B) Srate EMprLoYEES.—For purposes of this subsection,
in the case of remuneration received during any calendar year,
the term “wages’ includes such remuneration for services
covered by an agreement made pursuant to section 218 of the
Social Security Act as would be wages if such services con-
stituted employment; the term “employer” includes a State
or any political subdivision thereof, or any instrumentality
of any one or more of the foregoing; the term ‘‘tax” or “tax
imposed by section 3101” includes, in the case of services cov-
ered by an agreement made pursuant to section 218 of the
Social Security Act, an amount equivalent to the tax which
would be imposed by seetion 3101, if such services constituted
employment us defined in section 3121; and the provisions of
this subsection shall apply whether or not ary amount de-
ducted from the employee’s remuneration as a result of an
agreement made pursuant to seetion 218 of the Social Security
Act has been paid to the Seeretary.

((}) TBMPLOYBES OF CERTAIN FORBIGN CORPORATIONS,—or
purposes of paragraph (1) of this subsection, the term
“wages” includes such remuneration for services covered by
an agreement made pursuant to section 3121(1) as would be
wages if such services constituted employment; the term
“employer” includes any domestic corporation which has
entered into an agreement pursuant to section 3121(1); the
term “tax’ or “tax imposed })y section 3101,” includes, in the
cense of services covered by an agreement entered into pursu-
ant to section 3121(1), an amount equivalent to the tax which
would be imposed by section 3101, ié such services constituted
employment as defined in section 3121; and the provisions of
paragraph (1) of this subsection shall apply whether or not
any amount deducted from the employee’s remuneration as
a result of the agreement entered into pursuant to section
3121(1) has been paid to the Secretary or his delegate.

(D) GGOVERNMENTAL BEMPLOYBES IN GuaM.—TIn the case of
remuneration received from the Government of Guam or any
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political subdivision thereof or from any instrumentality of
any one or more of the foregoing which is wholly owned
thereby, during any calendar year, the Governor of Guam
and each agent designated by him who makes a return pur-
suant to section 3125(n) shall, for-purposes of this subsection,
be deemed a separate employer.

(E) GOVERNMENTAL, EMPLOYEES IN AMERICAN $AaMOA.—In
the case of remuneration received from the Government of
American Samoa or any political subdivision thereof or from
any instrumentality of any one or more of the foregoing
which is wholly owned thereby, during any calendar year, the
Governor of American Samoa and each agent designated by
him who makes a return pursuant to section 3125(b) shall,
for purposes of this subsection, be deemed a separate em-
ployer.

(d) Rerunp or Crevir oF FeperanL UnsmpnoymeNT Tax.-—Any
credit allowable under section 3302, to the extent not previously
allowed, shall be considered an overpayment, but no interest shall be
allowed, or paid with respect to such overpayment.

TITLE 38, UNITED STATES CODE

Veterans’ Benefits

* * * * * * *

CHAPTER 15-—PENSION FOR NON-SERVICE-CONNECTED
DISABILITY OR DEATH OR FOR SERVICE

* * * * * * *°

SUBCHAPTER I.—-GENERAL
* *k * * * * *

SEC. 503, DETERMINATIONS WITH RESPECT TO ANNUAL INCOME,

(¢) In determining annual incomo under this chapter, all payments
of any kind or from any source (including salary, retirement or annuity
payments, or similar income, which has been waived, irrespective of
whether the waiver was made pursuant to statute, contract, or
otherwise) shall be included oxcept—

(1) payments of the six-months’ death gratuity;

(2) donations from public or private relief or welfare organi-
zations;

(3) payments under this chapter, and chapters 11 and 13
(except section 412(a)) of this title;

(4) payments undey policies of United States Government life
insurance or National Service Life Insurance, and payments of
servicemen’s indemnity;

(6) lump sum death payments under subchapter IT of chapter
7 of title 42;

(6) payments to an individual under public or private retire-
ment, annuity, endowment, or similar plans or programs ecual
to his contributions thereto;
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(7) amounts equal to amounts paid by a widow or child of a
deceased veteran for— .
(A) his just debts,
(B) the expenses of his last illness, and
(C) the expenses of his burial to the extent such expenses
are not reimbursed under chapter 23 of this title;

(8) proceeds of fire insurance policies,

(b) Notwithstanding the provisions of subsection (a), in the case of
any individual—

(1) who for the first month after the month in which the Social
Security Amendments of 1964 1s enacted, is entitled to a monthly
insurance benefit under section 202 or 223 of the Social Security Act,

(2) who, for such month, is entitled to a monthly benefit payable
under the provisions of this chapter, and

(3) whose insurance benefit referred to in clause (1) for any
subsequent month s increased by reason of the enactment of the
Social Security Amendments of 1964,

there shall not be counted, in determining the annual income of such
individual under this chapter, so much of the insurance benefit referred
to in clause (1) for any subsequent month as is equal to the amount by
which such insurance benefit 13 increased by reason of the enactment of
the Social Security Amendments of 196.

RAILROAD RETIREMENT ACT OF 1937, AS AMENDED
Part I

* * *- * * * *
DEFINITIONS

Srcrion 1. For the purposes of this Act-—
* * * * * * : *

(q) The terms “Social Security Act’’ and “Social Security Act, as
amended” shall mean the Social Seeurity Act as amended in 19587
1964,

ANNUIIMES AND LUMP SUMS FOR SURVIVORS

Sua, 65, () Wmow’s axp Wipownr’'s INSURANCE ANNUITY,—A
widow or widower of a completely insured employee, who will have
attained the age of sixty, shall bo entitled during the reraainder of
her or his life or, if she or he remarries, then until remarriage to an
annuity for each month cqual to such employee’s basic amount: /’ro-
vided, however, 'That if in the month preceding the employee’s death
the spouse of such employee was entitled to a spouse’s annuity under
subsection (e) of section 2 in an amount greater than the widow’s
or widower’s insurance annuity, the widow’s or widower’s insurance
annuity shall be inereased to such greater amount.,

(h) Wrinow’s CunrrenT INsURANCE ANNUITY,—A widow of & com-
pletely or partially insured employee, who is not entitled to an annuity
under subsection (a) and who at the time of filing an application for
an annuily under this subsection will have in her care a child of such
employee entitled to receive an annuity under subsection (c) shall be
entitled to an annuity for each month equal to the employee’s basic
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amount. Such annuity shall cease upon her death, upon her remac-
ringe, when she becomes entitled to an annuity under subsection (a),
or when no child of the deceased employee is entitled to receive an
annuity under subsection (c), whichever occurs first: Provided, how-
ever, That if in the month preceding the employee’s death the spouse
of such employee was entitled to a spouse’s annuity under subsection
(e) of section 2 in an amount greater than the widow’s current, insur-
ance annuity, the widow’s cwrrent insurance annuity shall be increased
to such greater amount.

(¢) CHiLp’s InsuraNceE ANNulrYy.—REvery child of an employee
who will have died completely or partially insured shall be entitled, for
so long as such child lives and meets the qualifications set forth in
paragraph (1) of subsection (1), to an annuity for each month equal
to two-thirds of the employee’s basic amount,

(d) Parent’s INsuraNcE ANNuITY.—Each parent, sixty years of
age or over, of a completely insured employee, who will have died
leaving no widow, no widower, and no chi{)d, shall be entitled, for life,
or, if such parent remarries after the employee’s death, then until
such remarriage, to an annuity for each month equal to two-thirds
of the employee’s basic amount.

() When there is more than one employee with respect to whose
death s parent or child is entitled to an annuity for a month, such
annuity shall be two-thirds of whichever employee’s basic amount
is greatest,.

) Lumr-susm Paymene.—(1) Upon the death, after the month
in which this Act is enacted, of a completely or partially insured
employee who will have died leaving no widow, widower, child, or
parent who would on proper application therefor be entitled to receive
an annuity under this section for the month in which such death
occurred, a Jump sum of ten times the employee’s basic amount shall
be paid to the person, if any, who is determined by the Board to be
the widow or widower of the deceased employee and to have been
living with such employee at the timoe of such employee’s death and
who will not have died before receiving paymont of such lump sum,
If there be no such widow or widower, such lump sum shall be paid
to any person or persons, equitably entitled thereto, to the oxtent
and in the proportions that he or they shall have paid the oxpoenses
of burial of such deceased employee. If a lump sum would be payable
to a widow or widower under this paragraph excopt for the fact that
a survivor will have been entitled to receive an annuity for the month
in which the employee will havo diod, but within one year aftor the
employeo’s death there will not have acerued to survivors of tho
employeo, by reason of hig death annuities which, after all deductions
pursuant to F&mgmph (1) of subgection (i) will have been made, are
equal to such lump sum, a payment equal to the amount by which
such lump sum exceeds such annuities so accrued after such dedue-
tions shall then nevertheless he made under this paragraph to the
person (or, if moro than one, in equal shares to the persons) first
named in the following order of preference: the widow, widower, child,
or parent of the employee then entitled to a survivor annuity under
this section, No payment shall he made to any person under this
paragraph, unless application therefor shall have been filed, by or on
behalf of any such person (whether or not legally competent), prior
to the expiration of two years aftor the date of death of the decoased
employee, oxcept that if the deceased employee is a person to whom
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section 2 of the Act of March 7, 1942 (56 Stat. 143, 144), is applicable
such two years shall run from the date on which the deceased cm-
ployee, pursuant to said Act, is determined to be dead, and for all
other purposes of this section such employee, so long as it does not
appear that he is in fact alive, shall be deemed to have died on the
date determined pursuant to said Act to be the date or presumptive
date of death,

(2) Whenever it shall appear, with respect to the death of an
employee on or after January 1, 1947, that no benefits or no further
benefits, other than benefits payable to a widow, widower, or parent
upon attaining age sixty at a future date, will be payable under this
section or, pursuant to subsection (k) of this section, upon attaining
retirement age (as defined in section 216(a) of the Social Security
Act) at a future date, will be payable under title IT of the Social Secu-
rity Act, as amended, there shall be paid to such person or persons as
the deceased employee may have designated by a writing filed with
the Board prior to his or her death, or if there be no designation, to
- the following person (or, if more than one, in equal shares to the
persons) whose relationship to the deceased employee will have been
determined by the Board and who will not have died before receiving
payment of the lump sum provided for in this paragraph:

(1) the widow or widower of the deceased employee who was
living with such employee at the time of such employee’s death;
or

(i) if there be no such widow or widower, to any child or
children of such employeo; or

(iii) if there be no such widow, widower, or child, to any
grandchild or grandchildren of such employee; or

(iv) if there be no such widow, widower, child, or grandehild,
to any parent or parents of such employee; or

(v) if there be no such widow, widower, child, grandehild, or
parent, to any brother or sister of such employee; or

(vi) if there be no such widow, widower, child, grandehild,
parent, brother, or sister, to tho estate of such employee, a lump

sum in an amount equal to the sum of 4 per ecentum of his or her com-
pensation paid after Decomber 31, 1936, and prior to January 1, 1947,
plus 7 per centum of his or her compensation paid after Decomber 31,
1946, and before January 1, 1959, plus 7! per centum of his or her
compensation paid after December 31, 1958, and before January 1,
1962, plus 8 per contum of his or her compensation paid after December
31, 1961 (exclusive of compensation in excess of $300 for any month
before July 1, 19564, and in excess of $350 for any month aflter June 30,
1954, and before the ealendar month next following the month in which
this Act was amended in 1959, and in excess of $400 for any month
after the month in which this Act was so amended and hefore the
calendar month next following the month in which this Act was
amended in 1963, and in excess of $450 for any month after the month
in which this Act was so amended), minus the sum of all benefits paid
to him or her, and to others deriving from him or her, during his or
her life, or to others by reason of his or her death, under this Act,
and pursuant to subsection (k) of this section, under title IT of the
Socinl Security Act, as amended: Provided, however, That if the
employee is survived by n widow, widower, or parent who may upon
attaining age sixty be entitled to further benefits under this sec-
tion, or pursuant to subsection (k) of this section, upon attaining re-
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tirement age (as defined in section 216(a) of the Social Security Act)
be entitled to further benefits under title IT of the Social Security Act,
as amended, such lump sum shall not be paid unless such widow,
widower, or parent makes and files with the Board an irrevocable elec-
tion, in such form as the Board may prescribe, to have such lump sum
paid in lieu of all benefits to which such widow, widower, or parent
might otherwise become entitled under this section or, pursuant to
subsection (k) of this section, under title II of the Social Security Act,
as amended. Such election shall be legally effective according to its
terms. Nothing in this section shall operate to deprive a widow,
widower, or parent making such election of any insurance benefits un-
der title II of the Social Security Act, as amended, to which such
widow, widower, or parent would have been entitled had this section
not been enacted. The term “benefits” as used in this paragraph in-
cludes all annuities payable under this Act, lump sums payable under
paragraph (1) of this subsection, and insurance benefits and lump-sum
payments under title IT of the Social Security Act, as amended, pur-
suant to subsection (k) of this section, except that the deductions of the
benefits which, pursuant to subsection (k)(1) of this section, are paid
under title II of the Social Security Act, during the life of the em-
ployee to him or to her and to others deriving from him or her, shall
be limited to such portions of such benefits as are payable solely by
reason of the inclusion of service as an employee in “employment”
pursuant to said subsection (k) (1),

() CorrenarioNn or Payments.— (1) An individual, entitled on
applying therefor to receive for a month bhefore January 1, 1947, an
insurance benefit under the Social Security Act.on the basis of an
employee’s wages, which henefit is greater in amount than would be
an annuity for such individual under this section with respect to the
death of such employee, shall not be entitled to such annuity, An
individual, eutitled on applying therefor to any annuity or lump
sum under this section with respect to the death of an employee,
shall not he entitled to a lump-sum death payment or, for a month
beginning on or after January 1, 1947, to any insurance henefits
under the Social Security Act on the basis of the wages of the same
employee,

(2) If an individual is entitled to more than one annuity for a
month under this section, such individual shall be entitled only to
that one of such annuities for a month which is equal to or exceeds
any other such annuity., )

(3) In the case of any individual receiving or entitled to receive
an annuity under this section on the day prior to the date of ennct-
ment of the provisions of this paragraph, the application of paragraph
(2) of this subsection to such individual shall not operate to reduce
the sum of (A) the annuity under this section of such individual,
(B) the retirement annuity, if any, of such individual, and (C) the
henefits under the Social S)(,acurity Act which such individual receives
or is entitled to receive, to an amount less than such sum was before
the enactment of the provisions of this paragraph.

(h) Maximum Anp Mivimum ANNuiTY Torars.—Whenever ac-
cording to the provisions of this section ds to annuities, payable for a
month with respect to the death of an employee, the tota&) of annuities
is more than $36.30 and exceeds either (1) $193.60, or (b) an amount
equal to two and two-thirds times such employee’s basic amount,
whichever of such amounts is the lesser, such total of annuities shall,
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after any deductions under subsection (i), be reduced to such lesser
amount or to $36.30, whichever is greater. Whenever such total of
aunuities is less than $16.95, such total shall, prior to any deductions
under subsection (i), be increased to $16.95.

(i) DeEpucrions FroM ANNuUITIES.—(1) Deductions shall be made
from any payments under this section to which an individual is en-
titled, until the total of such deductions equals such individual’s an-
nuity or annuities under this section for any month in which such
individual-—

(1) will have rendered compensated service within or without
the United States to an employer;

(ii) will have been under the age of seventy-two and for
which month he is charged with any excess earnings under section
203(f) of the Social Security Act or, having engaged in any
activity outside the United States, would be charged under such
section 203(f) with any excess earnings derived from such activity
if it had been an activity within the United States; and for
purposes of this subdivision the Board shall have the authority
to make such determinations and such suspensions of payment of
benefits in the manner and to the extent that the Secretary of
Henlth, Education, and Welfare would be authorized to do so
under section 203(h)(3) of the Social Security Act if the indi-
viduals to whom this subdivision applies were entitled to henefits
under section 202 of such Act; or

(i) if & widow otherwise entitled to an annuity under sub-
section (b) will not have had in her care a child of the deceased
employeo entitled to receive an annuity under subsection (c);

(2) The total of deductions for all events deseribed in paragraph
(1) occurring in the same month shall be limited to the amount of
such individual’s annuity or annuities for that month, Such indi-
vidual (or anyone in receipt of an annuity in his behalf) shall report
to the Board the occurrence of any event deseribed in pavagraph (1).

(3) Deductions shall also be made from any payments under this
secbilon with respect to the death of an employee until such deductions
totat—- -
(i) any death benefit, paid with respect to the death of such

employee, under sections § of the Retirement. Acts (other than g
survivor annuity pursuant to an eleetion) ; and

(i) any lump sum paid, with respeet to the death of such
employee, under titlo Tl of the Social Security Act.

(4) The deductions provided in this subsection shall be made in
such amounts and at such time or times as the Board shall detormine,
Decreases or increases in the total of annuities payable for a month
with respect to the death of an employee shall be equally apportioned
among all annuities in such t,otvn{. An annuity under this section
which is not in excess of $5 may, in the discretion of the Board, be
paid in a lump sum equal to its commuted value as the Board shall
determine. 1

(j) Wunn Annurriis Beain anp Bnp.—No individual shall be en-
titled to receive an annuity under this section for any month before
January 1, 1947, An application for any payment under this section
shall be made and filed m such manner and form as the Board pre-
scribes.  An annuity under thig section for an individual otherwise
entitled thereto shall begin with the month in which eligibility there-
for was otherwise acquired, but not earlier thau the first day of the
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twelfth month before the month in which the application was filed.
No application for an annuity under this section filed prior to three
months before the first month for which the applicant becomes other-
wise entitled to receive such annuity shall be accepted. No annuity
shall be payable for the month in which the recipient thereof ceases
to be qualified therefor except that this sentence shall not operate to
prevent the payment of an annwity to an individual for @ month solely
because during such month he ceases to be a ‘‘full-time student.”

(k) Provisions ¥or CREDITING RAILROAD INDUSTRY SERVICE
UnpeER THE SocIAL SEcURITY AcTt IN CerTAIN Casks.—(1) For the
purpose of determining (i) insurance benefits under title I of the
Social Security Act to an employee who will have completed less than
ten years of service and to others deriving from him or her during his
or her life and with respect to his or her death, and lump-sum death
payments with respect to the death of such employee, and (i) insur-
ance benefits with respect to the death of an employee who will have
completed ten years 0} service which would begin to acerue on or after
January 1, 1947, and with respect to lump-sum death payments under
such title payabie in relation to a death of such an employee occurring
on or after such date, and for the purposes of sections 203 and 216(i)(3)
of that Act, section 15 of the Railroad Retirement Act of 1935, section
210(0)(10)[(9)] of the Social Security Act, and scction 17 of this Act
shall not operate to exclude from “employment”’, under title IT of the
Social Security Act, service which would otherwise be included in such
“employment” but for such sections. Ior such purpose, compensa-
tion paid in a calendar year shall, in the absence of evidenco to the
contrary, be presumed to have been paid in equal proportions with
respect to all months in the year in which the employee will have been
in services as an employee. In the application of the Social Security
Act pursuant to this paragraph to service as an employeo, all services
as defined in section 1(¢) of l}{lis Act shall be (leeme({ Lo have been por-
formed within tho United States..

(2‘} (A) The Board and the Seeretary of Health, ducation, and
Welfare shall determine, no later than January 1, 1954, the amount
which would place the Federal Old-Age sm(fr Survivors Insurance
Trust Ifund in the same position in which it would have been at the
close of the fiscal year ending June 30, 1962, if service as an employeo
after December 31, 1936 hu(i been included in the term “employment”’
as dofined in the Socinl Security Act and in the Ifederal Insurance
Contributions Act. ‘

(B) On January 1, 1954, for the fiscal year onding June 30, 1953,
and at the closo of each fiscal yonr boginning with the fiscal year end-
ing June 30, 1964, the Board and the Secvotary of Health, Kducation,
and Wolfare shall determine, and the Board shall cortify to the Secre-
tary of the Treasury for transfor from the Railrond Retirement
Account (horeaftor tormed “Retiroment Account’’) to the Federal Old-
Ago and Survivors Insurance Trust Ifund, interest for such fiscal year
at the rate specified in subpavagraph (D) on the amount determined
under subparagraph (A) less the sum of all offsets made under sub-
paragraph (C)(1).

(C) ) At the close of the fiscal year ending June 30, 1953, and
cach fiscal yoar thoreafter, the Board and the Secretary of Health,
ldueation, and Welfare shall determine the amount, if any, which if
added to or subtracted from the Federal Old-Age and Survivors
Insurance Trust Fund would place such Fund in the same position in
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which it would have been if service as an employee after December 31,
1936, had been included in the term “employment’’ as defined in
the Social Security Act and in the Federal Insurance Contributions
Act. For the purposes of this subparagraph, the amount determined
under subparagraph (A), less such offsets as have theretofore been
made under this subdivision of this subparagraph, and the amount
determined under subparagraph (B) for the fiscal year under con-
sideration shall be deemed to be part of the Federal Old-Age and
Survivors Insurance Trust Fund. Such determination shall be made
no later than June 15, following the close of the fiscal year. If such
amount is to be added to the Federal Old-Age and Survivors Insur-
ance Trust Fund, the Board shall, within ten days after the determina-
tion, certify such amount to the Secretary of the ['reasury for transfer
from the Retirement Account to the Federal Old-Age and Survivors
Insurance Trust Fund; if such amount is to be subtracted from the
Federal Old-Age and Survivors Insurance Trust Fund, the Secretary
of Health, Education, and Welfare shall, within ten days after the
determination, certify such amount to the Secretary of the Treasury
for transfer from the Federal Old-Age and Survivors Insurance Trust
Fund to the Retirement Account. The amount so certified shall fur-
ther include interest (at the rate determined in subparagraph (D)
for the fiseal year under consideration) payable from the close of such
fiscal year until the date of certification.  In the event the Secretary
of Health, Education, and Welfare is required under the provisions
of this subdivision of this subparagraph to certify to the Secretary of
the Treasury an amount to be transferred to the Retirement Account
from the Federal Old-Age and Survivors Insurance Trust Fund,
the Seeretary of Health, Education, and Welfare, in lieu of such
certification, may offset the amount determined under the first sentence
of this subdivision of this subparagraph against the amount deter-
mined under subparagraph (A) as diminished by any prior offsets
and the offset shall be made to be effective as of the first day of the
fiscal year following the fiscal year under consideration,

(it) At the close of the fiscal year ending June 30, 1958, and each
fiscal year thereafter, the Board and the Secretary of Health, Educa-
tion, and Welfare shall determine the amount, if any, which, if added
to or subtracted from the Federal Disability Insurance T'rust Tund
would place such Fund in the same position in which it would have
been if servico as an employee after December 31, 1936, had been
included in the term “employment’” as dofined in the Social Security
Act and in the Federal Insurance Contributions Act.  Such determi-
nation shall be made no later than June 15, following the close of the
fiscal year. If such amount is to be added to the Federal Disability
Insurance Trust Fund the Board shall, within ten days after the
determination, certifly such amount to the Sceretary of the Treasury
for transfer from the Retirement Account to the Federal Disability
Insurance Trust Fund; il such amount is to be subtracted from the
Federal Disability Insurance 'Trust Fund the Secrctary of Health,
Kdueation, and Welfare shall, within ten days after the determina-
tion, certify such amount to the Seeretary of the T'reasury for trans-
fer from the Federal Disability Insurance T'rust I'und to the Retire-
ment Aceount.  The amount so certified shall further include intevest
(nt the rate detormined in subparagraph (D) for the fiseal year
under consideration) payable from the close of such fiseal year until
the date of cortification,
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(D) For the purposes of subparagraphs (B) and (C) for any fiscal
year, the rate of interest to be used shall be equal to the average
rate of interest, computed as of May 31 preceding the close of such
fiscal year, borne by all interest-bearing obligations of the United
States then forming a part of the public debt; except that where such
average rate is not a multiple of one-eighth of 1 per centum, the rate
of interest shall be the multiple of one-eighth of 1 per centum next
lower than such average rate.

(E) The Secretary of the Treasury is authorized and directed
to transfer to the Federal Old-Age and Survivors Insurance Trust
Fund or the Federal Disability Insurance Trust Fund from the
Retirement Account or to the Retirement Account from the Federal
Old-Age and Survivors Insurance Trust Fund or the Federal Dis-
ability Insurance T'rust Fund, as the case may be, such amounts as,
from time to time, may be determined by the Board and the Secre-
tary of Health, Education, and Welfare pursuant to the provisions
of subparagraphs (B) and (C) of this subsection, and certified by
the Board or the Secretary of Health, Education, and Welfare for
transfer from the Retirement Account or from the Federal Old-Age
and Survivors Insurance Trust, Fund or the Federal Disability Insur-
ance Trust Fund.

(3) The Board and the Secretary of Health, Education, and Wel-
fare shall, upon request, supply each other with certified reports of
records of compensation or wages and periods of service of determina-
tions under section 3(e) of this Act, or section 216(1) of the Socinl
Security Act, of periods of disability within theé meaning of such sec-
tion 216(i), and of other records in their possession or which they may
secure, pertinent to the administration of this section, section 3(e) of
this Act, or title {1 of the Social Security Act as affected by paragraph
(1). Such certified reports shall be conclusive in adjudication as to the
matters covered therein (except in the case of 'a determination of dis-
ability under section 216(i) of the Socinl Security Act): Provided,
That if the Board or the Secretary of Health, Education, and Welfare
receives evidence inconsistent with a certified report and the applica-
tion involved is still in course of adjudication or otherwise open for
such evidence, such recertification of such report shall be made as, in
the judgment of the Board or the Seeretary of Health, Edueation, and
Welfare, whichever mado the orviginal cevtification, tho evidencowar-
rants,  Such recertifieation and any subsequent recertification shall be
treated in the snme manner and be subject to the snme conditions as an
original eertification,

(1) Drrintrions.—Ior the purposes of the section the term “‘em-
ployee” includes an individual who will have been an “employee”,
and---

(1) The qualifications for “widow”, “widower”, “child”’, and “par-
ent’” shall be, excoept for the purposes of subsection (f), those set forth
in section 216 (¢), (o), and (g), and section 202(h)(3) of the Social
Security Act, respectively; and in addition-—

i) & “widow” or “widower” shall have been living with the
employee at the time of the employee’s death; a widower shall
have received at least one-half of his aup{mrb from his wife em-
ployee at the time of her death or he shall have received at least
one-half of his support from his wife employee at the time her
retirvement annuity or pension began;

38-988 — 649
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(ii) a-*‘child” shall have been dependent upon its parent em-
ployee at the time of his death; shall not be adopted after such
death by other than a step parent, grand parent, aunt, or uncle;
shall be unmarried; and shall be less than eighteen years of age,
or shall be a full-time student and less than twenty-two years of age,
or shall have a permanent physical or mental condition which is
such that he is unable to engage in any regular employment:
Provided, That such disability began before the child attains
age eighteen; and

(iii) ““a parent’’ shall have received, at the time of the death of
the employee to whom the relationship of parent is claimed, at
least one-half of his support from such employee.

A “widow” or “widower’’ shall be deemed to have been living with the
employee if the conditions set forth in section 216 (h) (2) or (3),
whichever is applicable, of the Social Security Act, as in effect prior
to 1957, are fulfilled. A ‘“‘child” shall be deemed to have been de-
pendent upon a parent if the conditions set forth in section 202(d)
(3), (4), or (5) of the Social Security Act ave fulfilled (a partially
insured mother being deemed currently insured). In determining for
pur{)oses of this section and subsection (f) of section 2 whether .an
applicant is the wife, husband, widow, widower, child, or parent of
an employee as claimed, the rules set forth in section 216(h) (1) of the
Social Security Act, as in effect prior to 1057, shall be applied. Such
satisfactory proof shall be made from time to time, as prescribed by
the Board, of the disability provided in clause (ii) of this paragraph
and of the continuance, in accordance with regulations prescribed b
the Board, of such disability. If the individual fails to comply witK
the requitements prescribedy by the Board as to the proof.of the con-
tinuance of the disability his right to an annuity shall, except for
good cause shown te the Board, cease.  Where a woman has qualified
for an annuity under this section as a widow, and marries another
employee who dies within one year after the marriage, she shall not
be disqualified for an annuity under this section as the widow of the
second omployee by reason of not having been married to the employeo
for one yoar, The term ‘‘full-time student” shall for the purposes of
this section have the same meaning aseribed to it by section 202(d)(8) of
the Sceial Security Act, and the references to the Secretary therein shall
bs deemed to be references to the Board. Fer the purposes of subsection
(e) of section 2, and subsection (b) of this section, @ child who has attained
the age of 18 years and who 18 not under a disability which began before
the child attained age 18, shall be deemed not entitled to benefits under
subsection (¢) of this section;

(2) The torm “retirement annuity’ shall mean an annuity under
section 2 awarded before or aftor its amendment but not including
an annuity to a survivor pursuant to an election of a joint and sur-
vivor annuity; and the term “pension” shall mean a pension under
section 6; . -

(3) The term ‘“‘quarter of coyorage” shall mean a compensation
quarter of ¢overage or a wage (uarter, of coverage, and the term
“‘quarters of covorage’’ shall mean compensation quarters of coverage,
or wage, quarters of covorage, or hoth: Provided, That, thera shall be
for a single employee no more than four quarters of coverage for a
sipgle calendar year;



SOCIAL SECURITY AMENDMENTS OF 1964 127

(4) The term ‘‘compensation quarter of coverage” shall mean any
quarter of coverage computed with respect to compensation paid to
an employee after 1936 in accordance with the following table:

,Totgl‘ compensation pald in the ¢aighda; year

Months of service in a calendar year % C
Less than | $50but | $100 but | $150 but $200 or
$50 less than | less than | :less than more
$150 $200

e U 0 1 1 1 1
s PRSP, 0 1 2 2 2
o USRS 0 1 2 3 3
{1 g 0 1 2 3 4

If upon computation of the compensation quarters of coverage in
accordance with the above table an employee is found to lack a com-
pletely or partially insured status whicﬁ he would have if compensa-
tion paid in a calendar year were presumed to have been paid in equal
proportions with respect to all months in the year in wﬁich the em-
ployee will have been in service as an employee, such presumption
shall be made. , ‘

(6) The term ‘“‘wage quarter of coverage” shall mean any quarter
of coverage determined 1n accordance with the provisions of title II
of the Social Security Act; R _

(6) The term “‘wages’’ shall mean wages as defined in section 209
of the Social Security Act. In addition, the term shall include (i)
“self-employment income’’ as defined in section 211(b) of the Social
Security Act, and f(iig wages deemed to have been paid under section
217 (a) or (e) of the Social Security Act on account of military service
which is not creditable under section 4 of this Act. Wages, as defined
in this paragraph, shall be credited for the purposes of this section in
the manner and to the extent credited for corresponding purposes of
title IT of the Social Security Act. ,

(7) An employee will have been ‘‘completely insured” if it appears
to the satisfaction of the Board that at tfxe time of his death, whether
hefore or after the enactment of this section, he will have completed
ten yoars of service and will have had the qualifications set forth in
any one of the following paragraphs:

(i) & current connection with the railroad industry; and a
number of quarters of coverago, not less than six, mu{ at least
equal to one-half of the number of quarters, elapsing in the poriod
after 1936, or aftor the quarter in which he will have attained the
ago of twenty-ono, whichevor is later, and up to but oxcluding
the quarter in which he will have attained the age of sixty-five
years or died, whichever will first have oceurred (oxcluding from
tho elapsed quarters any quarter which js not a quartor of cover-
ago and during any part of which a retirement annuity will have
beon payablo to him) ; and if the number of such elapsed quarters
is an odd number such number shall be reduced by one; or

(i) a curront connoction with the railroad industry; and either
will havo had forty or more quarters, of .coveragoe or would be
fully insured undor title II of, the Social Security Act if his sorv-
ico ag an employee. after Decomber 31,1936, wore included in
the torm “employmont’’ as defined in t,fmt- Actjor .

(ili) a ponsion will have been payable to him; or a robirmnonf
annuity based on service of not less than ten years (as computec
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il;) ‘awarding the annuity) will have begun to accrue to him before
1948; _
(8) An’employee will have been “partially insured’” at the time of
his death, whether before or after the enactment of this section, if it
appears to the satisfaction of the Board that he will have completed
ten years of service and (i) will have had a current connection with
the railroad industry; and (ii) either will have had six or more quar-
ters of coverage in the period ending with the quarter in which he
will have died or in which a retirement annuity will have begun to
accrue to him and beginning with the third calendar year next pre-
ceding the year in which such event occurs, or would be currently
insured under title II of the Social Security Aect if his service as
an employee after December 31, 1936, were included in the term
‘“employment’ as defined in that Act.
_(9) An employee’s ‘“‘average monthly remuneration” shall mean
the quotient obtained by dividing (A) the sum of (i) the compensa-
tion paid to him after 1936 and beforc the employee’s closing date
eliminating any excess over $300 for any calendar month before July
1, 1954, any excess over $350 for any calendar month after June 30,
1954, and before the calendar month next following the month in
which this Act was amended in 1959, any excess over $400 for any
calendar month after the month in which this Act was so amended
and before the calendar month next following the month in which
this Act was amended in 1963 and any excess over $450 for any
calendar month after the month in which this Act was so amended,
and (i) if such compensation for any calendar year before 1955 is
legs than $3,600 or for any calendar year after 1954 and before 1959
is less than $4,200, or for any calendar year [after 1958 is less than
$4,8000, after 1968 and before 1966 1is less than $4,800, or for any
calendar year after 196/ is less than $6,400 and the average monthly
remuneration computed on compensation alone is less than $450 and
the employee has earned in such calendar year “wages’” as defined in
paragraph (6) hereof, such wages, in an amount not to exceed the
difference between the compensation for such year and $3,600 for
years before 1955, $4,200 for years after 19564 and before 1959, [and
$4,800 for years after 19587 $/,800 for years after 1958 and before 1965,
and $6,400 for years after 1964, by (B) three times the number of
quarters elnf)sing after 1936 and before the employee’s closing date:
)’rovi(le(l, That for the period prior to and including the calendar
vear in which he will have attained the age of twenty-two there shall
bo included in the divisor not more than three times the number of
quarters of coverago in such period: Provided, further, That there shall
be excluded from the divisor any calendar quarter which is not a
quarter of coverage and during any part of which a retirement annuity
will have heen payable to him. An employee’s “closing date” shall
mean (A) the first day of the first calendar year in which such em-
ployee both had attained age 65 and was completely insured; or (B)
the first day of the calendar year in which such employee died; or
(C) the first day of the calendar year following the year in which such
employee died, whichever would produce the highest “average monthly
remuneration’ ag defined in the preceding sentence. If the amount
of the “average monthly remuneration’” as computed under this
‘. ! .
aragraph is not a raultiple of $1, it shall be rounded to the next
ower multiple of $1.
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With respect to an em‘ployee who will have been awarded a retire-
ment annuity, the term “‘compensation’’ shall, for the purposes of this
{mragraph, mean the compensation on which such annuity will have
been based ;

(10) The term “basic amount” shall mean—

(i) for an employee who will have been partially insured, or
completely insured solely by virtue of paragraph (7)(i) or (7)
(ii) or both: the sum of (A) 49 per centum of his average monthly
remuneration, up to and including $75; plus (B) 12 per centum
of such average monthly remuneration exceeding $75 and up to
and including $450, plus (C) 1 per centum of the sum of (A)
plus (B) multiplied by the number of years after 1936 in each
of which the compensation, wages, or both, paid to him will have
been equal to $200 or more; if the basic amount, thus computed,
i8 less than $16.95 it shall be increased to $16.95; :

(ii) for an employee who will have been completely insured
solely by virtue of paragraph (7)(iii): the sum of 49 per centum
of his monthly compensation if an annuity will have been payable
to him, or, ify a pension will have been payable to him, 49 per
centum of the average monthly earnings on which such pension
was computed, up to and including $75, plus 12 per centum of
such compensation or earnings exceeding $756 and up to and in-
cluding $300. If the average monthly earnings on which a pen-
sion payable to him was computed are not ascertainable from the
records in the possession of the Board, the amount computed
under this subdivision shall be $40.33, except that if the pension
payable to him was less than $30.25, such amount shall be four-
thirds of the amount of the pension or $16.13, whichever is
greater. The term “monthly compensation’” shall, for the pur-
poses of this subdivision, mean the monthly compensation used in
computing the annuity;

(iif) for an employee who will have been completely insured
under paragraph (7)(iii) and either (7)) or (7)(ii): the higher

; . (o
of the two amounts computed in accordance with subdivisions

(i) and (i1).



VII. SUPPLEMENTAL VIEWS ON HEALTH INSURANCE
FOR THE AGED

The committee-approved bill makes no provision for a program of
insurance for hospital and related care for the aged andp thus fails
completely to meet the most desperate and urgent need of our older
people.  Until such protection is added to the cash benefits of our
present social security program, economic security, and peace of
mind will continue to lic beyond the grasp of many millions of older
Americans. . a

Years of systematic study, intensive analyses and debate have been
devoted to' the problem of financing health costs in old age. The
%)robldln has heen reviewed by the States in preparation for the White
Touse Conference on Aging in 1961 and by the White House Con-
feronce itself and in testimony presented before the Senate Finance
Committee, the Senate Special Committee on Aging, and bofore the
House Committee on Ways and Means. Tho conclusions are in-
escapable. "Most older peoplo, whose incomes normally have been
sharply reduced, just cannot pay for the greatly increased health
costs that normalfy come with old ago. 'l‘ﬁe basic solution of this
dilerama is a plan which allows people to pay during their working
years whoen they have the money toward protection after 65.

This principle of social insurance underlies the three-decade-old
social security program. The principle has broad acceptance by the
American peop{a because it has proved its value and efficioncy, This
same principle should he applied to the provision of hospital and
nursin{: insurance in old age. Only social security offers a broad,
equitable, and time-tested system for prepaying during the working
years for protection during tho Inter years. A socinl security hospital
insurance program would assure that virtually all older Americans
would have substantial and meaningful protection agninst the loss of
independence and dignity and the overriding fear of dependency
eaused by the high and unpredictable costs of hospital and nursing
cave in old ago.

It is not enough to provide programs that come to the rescue after
tho elderly have exhausted their resources and savings, and, perhaps,
those of their families.- Wo must adopt a way of preventing destitu-
tion and dependency,

That the need for hospital care inereases as the ability to pay for
that care out of current income decreases is a fact which hardly needs
further substantiation. These are the cold facts which underlie the
need for action: Nine out of ten older people are hospitalized at least
once after reaching age 65; most are hospitalized two or more times.
People over 65 uso three times as much hosgpital care, on the average,
ns people under 65.  Aged couples and singlo persons have less than
half the income of younger adults in similar family situations, One-
half the aged couples have less than $2,800 in annual income and little
in the way of assets other than equity in their homes. The average
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aged person living alone now has an income of not muc¢h over $1,200
a year,

Clearly, few older people can meet large health costs out of current
income. And this is true for most older people even if the costs are
averaged over the group and protection is offered to the aged through
insurance, ‘

PRIVATE INSURANCE

A private insurance plan that is adequate to meet the high health
costs that accompany old age demands premiums beyond the financial
capacity of most older people. This is a simple fact of economic life,
A number of insurance carriers have tried hard and imaginatively to
meet the problem, but it is basically insoluble, The private insurance
approach is confronted by a bigh-risk population. High premiums
are the consequence, and the burden of these high premiums must be
carried by people with reduced incomes. The best that private insur-
ance has been able to do to solve this dilemma is to give the aged
the unhappy choice between low-cost policies with inadequate protec-
tif(f)n gnd relatively adequate policies which most-older people cannot
afford, ‘ :

Only a little: over half of the elderly have any kind of health in-
surance protection despite intensive efforts during recent years to
supply the needed protection. The number of older people without
any protection today is nearly as large as it was § years ago; over
8 million aged persons have no health insurance at all.  An additional
3 million aged persons have commercial health insurance policies
that pay $10 a day or less toward hospital daily room charges which
now average moreé than $20. These policies were inadequate to
begin with; rising hospital charges compound their inadequacy. Thoe
cuarantee that a policy is renewable is not too meaningful if the policy
does not meet current hosl)itnl charges and if the premiums are con-
stantly being increased. Probably less than a million—5 to 6 percent
of the aged—have health insurance protection covering as much as
40 percont of today’s average medical costs.  Such protection, when
availablo, costs over $400 a yoar for a couplo, and In some cases as
much as $5650 a year, one-fifth of the average aged couple’s income.

Private insurance by itself cannot meet the needs of the over-
whelming majority of older people for a program providing adequate
protection at acceptable costs, With a social security hospital
insurance program in effect, private insurance would have a vital and
major role to })luy. Relioved of the impossible strain of somehow
having to pay for the most expensive insurance—hospital coverage---
many older people would be in a position to Furclmse private insurance
rotection against other health costs. Many, for example, would
e able to purchase major medical-expense policies now available,
which could serve to complement the basic social security protection.

MEDICAL ASSISTANCE FOR THE AJQED

Most of the aged would be able to take care of themselves through
a combination of private insurance and a hospital insurance program
financed through social security, With the establishment of such a
program the States would be relieved of about 40 percent of their
present expenditures for medical care of older people, Thus, without
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any increase in what they spend now, the States would be able to do
a much better job for the fewer people needing public assistance.

Indeed, a much better job of medical assistance to the needy aged
should bedone. Inthe4 yearsit hasbeen in operation, the Kerr-Mills
program of medical assistance for the aged (MAA) has demonstrated
its pitiful inadequacy. The medical assistance available in most
States is inadequate, and the care provided is frequently of poor
quality. Even as relief to the destitute, the medical assistance for
the aged programs have been far less effective than was hoped. Few
States have been both willing and able to finance reasonably adequate
health care for even the very poor, let alone those who are somewhat
better off—the so-called medically indigent, for whom the MAA
program was designed. Eighty percent of the people who have been
partially helped by MAA are persons who could meet the means tests
of the regular old-age assistance program. These people are not
only medically indigent, they are indigent for any and all purposes
by any decent standard. ~

At least 10 States will not have any kind of an MAA program oper-
ating even by the end of the year; many of the other States have
a:')ograms providing for far less than even the most essential needs.
Some, for example, pay for only a few days of hospitalization or only
for the treatment of conditions which endanger life or sight.

Relying on the Federal-State assistance programs is very unlikely to
produce reasonably adequate medical care throughout the country
for even the destitute aged. This matching approach, in depending
completely on State initiative to attract Federal dollars, all but guar-
antees that most of the care and the more adequate care will be given
in the States that are financially the best off. In May 1964 (the last
month for which figures are available), 74 percent of Fedoral MAA
expenditures wore mado in five States with 32 percent of the aged
population—Californin, Massachusetts, Michigan, New York, and
Pennsylvania.  Geography, not justice, dictates whether the older
person can be eligible for holp and the adequacy of that help under
the Kerr-Mills MAA program,

The welfare approach has serious inherent drawbacks that go
beyond the question of financing, Welfare is satisfactory only as o
Iast resort, to bo turned to when all elge fails,  As the Senate Finance
Committee said in its roport on the Social Security Amendments of
1960, in urging improvements in the cash benefit program:

We consider the assistance method to have serious dis-
advantages as a long-run approach to the Nation’s social
socurity program. We beliove that improvement of the
American social security system should be in the direction
of preventing dependency ?)eforo it occurs, and of providing
more effective income protection, free from the humiliation
of a test of need. Accordingly, your committee recommends
netion designed to immediately bolster and extend the
syst‘e)m of old-age and survivors insurance * * * (May 17,
1950).

Assistance holps people only after they have used up most of their
financial resources, and sometimes only after their children have
demonstrated that they cannot help further. Once an agod person
has exhnusted his resources to the point where ho can qualify for
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assistance, it is practically impossible for him to replenish them and
again becorne self-reliant. - -

Assistance is a burden on the general taxpayer and frequently
unsatisfactory to the recipient. We propose that assistance be kept
where the Congress has long recognized that it belongs; namely, as a

last resort supplementation.

THE SOCIAL S8ECURITY APPROACH

Unlike public assistance, social security hospital and nursing
insurance would prevent indigency by helping older people meet their
health costs before they have been reduced to indigency, The hos-
pital and nursing insurance would be financed through a system which
older people had earlier helped to support by their specific, earmarked
social security contributions. Unlike public assistance, there would
be no humiliating needs test; the hospital benefits would be paid as
an earned right-—the way that preserves individual dignity and
privacy.

Unlike public assistance, which disqualifies those who have signifi-
cant savings, social security, because it has no means test, promotes
individual saving and private protection. Under public assistance,
improvements in the cash payments of private pension plans, for
example, would make older people ineligible for help with their medical
bills, In contrast, social security is in partnership with some 34,000
private plans which build on the ~ocial security protection; improve-
ment in such plans would have » sffect on health care through social
security.

A factor contributing to the high cost of health insurance for older
people is that many of them cannot obtain private coverage through
a group. On the average, individually purchased commercial health
insurance policies return only 50 to 60 cents in benefits for every
dollar of premiums that is collected from subseribers. The social
seeurity plam would provide retired people health benefit protection
on an efficient group Lnsis-~-rcturning 96 to 9 cents in benefits out of
every dollar of contribution.  Furthermors, under social security as
under group insurance wvailable to the young, there would be no
waiting periods, no exclusion of preexisting conditions, no higher
premiums for poorer health risks, nor other devices that deprive
those older people of protection who need it most.  And employer
contributions, which are not generally available to the aged who buy
private insurance, would, as in many employee group plans, help
finnnee the program under social security,

FINANCING 'THE PROPOSAL

Socinl security hospital and nursing insurance protection for the
nzed would be completely self-financed on an actuarially sound basis,
America’s workers are enger to pay their share toward the cost of this
needed program, It is well within our financial means.

Some representatives of employers have argued against a program
of social security hospital and nursing insurance on the grounds that
it would increase labor costs.  But, the fact is that the social insur-
ance tax burden on employers—ineluding unemployment insurance--
would not be more, even with hospital and nursing protection for the
aged added, than was contemplated when the Social Security Act was
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passed in 1935. The social insurance tax rates proposed by the
resent amendments, it is true, would be higher than were provided
or in 1935. The tax base of the program; however, has become so
much smaller as a proportion of total payrolls in covered employment
that the burden on employers would be about the same even with
health insurance in 1971 when the maximum tax rate scheduled would
be reached. If one were to take into account the fact that employers
typically now can' charge a much larger proportion of their social
security taxes against their corporation income taxes—the maximum
rate is now 48 percent as against 16 percent in 1936—the net burden
on employers in 1971 after the addition of hospital and nursing
insurance protection will be much less than wad expected at the very
beginning of the program. The burden would actually be less than
half of what was expected for those paying at the maximum corpaorate
tax rate. ‘ '

We believe that employers, who have & major stake in our social
and economic system, have much to gain from this major advanéde in
protection for their employees and that they have little cause for
complaint from the standpoint of a social security tax burden. It
just is not true, as some have said, that over the years the Congress

as been cOntmually increasing employer responsibility for social
security financing, The truth is quite the opposite,- o

The social security approach by reason of being a percentage tax
on payrolls has a great advantage over private insurance plans using set
dol{m‘ premniums. The dollar premiums obviously have to be raised
as hospital costs rise. Under social security the gain from the rise
in payrolls can, on the average, be expected, in the foreseeable future,
to at least offset the rise in imspiml prices. Actually the eurrent
estimates are even more conservative on this point and allow for
hospital price increases in excess of wages for some time to come and
then assume that, on the average, into the future hospital prices will
rise as fast as the goneral wage level. If they rise, on the average,
and over the long run at a somewhat lower rate, as all other prices
do, then, other things being equal, the costs as a percent of payroll
will be lower than estimateg.

CONCI,.USION

The oldor people of this country should not have to wait longor {or
hospital and nursing insurance protection through socinl security.
This urgently noeded program must be enacted now. No reasonable
amount of cash benofits can make the social security program really
adequate unless our older people can also have insurance protection
against thoe crushing burden of hosgpital costs, Without such protec-
tion during the lasgt 12 or 15 years o} their lifo expectancy, older poople
will be without real economic security. ‘I'he savings and retirement
income they will have built up during their working years to provide
an independent life in old age will be in jeopardy.

The wonlthy now receive substantinl assistance with their own
medical bills gy the generous allowances for income tax deductions
for medical oxpenses, The very poor receive some help. But the
erent majority, those who are neither very rich nor extremely poor,
ve been left out, These are the people who have been self-support-
ing all their lives and want to continue to he—who do not want
welfare oven if it were adequate. '
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What is needed is a system under which all workers can, during
their productive years, pay contributions toward protection against
the high health costs that can be expected to beset tﬁem in later years.
Social security, and only social security, offers a ready-built, thoroughly
tested mechanism that would make this desirable arrangement
available to practically everybody. Under this arfangement, it will
be practicable for aged persons to supplement their basic hospital
and nursing insurance protection with private insurance coverage for
other medickl expenses. And, under this arrangement, it will be
practicable for the States to do far more than they can at present to
finance adéquate backstop programs for meeting medical costs
through public assistance. - '

The need for a social security-based health insurance program for
the gg‘ed has been stated and restated over the years. The under-
signed, with the exception of Senator Ribicoff who was not then a
member of the ¢ommittee, expressed this view in 1960 in a similar
minority statement. - , o

The need for an effective health insurance program for the a.%ed
has grown more urgent over the years as the cost of health services has
continued to rise more rapidly than any other item or service' Ameri-
cans §urchase.‘ If the social security system which was established
in 1935 is not expanded to employ this kind of protection for the aged,
large numbers of the aged wil{Jbe left vulnerable to the threat of de-
pendence and ‘poverty. Those who believe in strengthening sdcial
security-—and the majority of the committee must, sinco the bill has
been favorably reported—and maintaining it as an effective deterrent
to depondence and poverty should support a meaningful health
insurance program. ‘

CrintoN P. ANDERSON.
Paui, H. Doucras.
ALBERT GORE,

Kuaene J. McCarriy,
Vance Harrke.
ABRAHAM RIBICOFF.



VIII. INDIVIDUAL VIEWS OF SENATOR PAUL H. DOUGLAS

I am in complete agreement with the supplemental views signed b
a number of Senators including myself on the urgent need for a healtg
insurance program financed under the social security system, It is
also my belief that the King-Anderson plan, which Senator Gore and
other Senators, in the absence due to illness of the principal Senate
sponsor, proposed as an amendment to H.R. 11865, is the best solution
to the urgent problems of health care now faced by over 18 million
Americans over age 65 and soon to be faced by millions more. Action
- on the King-Anderson bill has been delayed for far too long. The
Senate should adopt it or a close modification of it in this session.

The King-Anderson health insurance program for the aged will
provide the basic health care needs for our elderly citizens. Hospital
care is the most expensive health care need faced by our older people.
The present King-Anderson plan would allow an aged person to
choose from three hospital care options; (1) 456 days without any
deductible; (2) 90 days with a $10 deductible per day for a maximum
of 9 days; or (3) 180 days with a deductible equal to 2% times the
average cost of a day of hospitalization. Thus the King-Anderson
plan will meet most of the very burdensome expenses of hospital care.

The King-Anderson plan will meet the equally urgent and more
general need for nursing home care and home ﬁlealt,h care, Up to 180
days of nursing home care and up to 240 days of home hea‘th care
visits would be available through King-Andercon. These two types
of benefits will prevent our hospitals from becoming overcrowded and
from becoming warchouses for the senile aged. In many cases, a
short hospital stay must be followed by a longer stay in a skilled nurs-
ing home and additional home visits by w practical nurse. King-
Anderson most adequately meets these essential needs of our elderly
citizens,

Tt is equally clear that the I err-Mills act, or medical assistance to
the aged, simply does not meet these basic needs.  Nationally, Kerr-
Mills benefits an appallingly small segment of the aged population.

Out of 13 million persons over 635 in the Nation, only 181,056 people
were being aided monthly as of May 1964, Many who receive pay-
ments in one month continue to reeeive aid over several months, and
therofore the total number of different persons receiving this aid on n
yearly basis is approximately only 300,000,

The most serious defect in Kerr-Mills is that applicants are foreed
to pass a means test to qualify for assistance,  An aged person must
complotely reveal to the government agency his assets and his sources
and amount of income, He must prove that he is without adequate
resources of his own according to an arbiteary cutoff point under
which even a dollar may mean the difference between qualifying and
not qualifying for benefits,  In many States the resources of the aged
person’s family are also open to investigntion, These provisions are
degrading to the individual. "They severely limit the number of peo-
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ple to be helped. Many poor but proud people withdraw their re-
quests for aid rather than have their privacy and that of their rela-
tives invaded to such an unnecessary degree. This is no substitute
for a health insurance program such as King-Anderson which is
financed under the social security system, and as a result of which
an older person will receive health care benefits as a matter of right
and not as a charity,

King-Anderson is a conservative program. Only the most vital
services are included. King-Anderson is not intended to be the
entire solution to all medical needs of all Americans over age 65.
Rather, this plan is a part of a three-pronged approach, First, the
Kerr-Mills program would be able to supply assistance to the indigent,
at increased efliciency and with greater amounts channeled to/those
who are in- the greatest need for services not provided by King-
Anderson. Second, King-Anderson would enable the great bulk of
aged persons to enjoy the security of a prepaid health insurance
program for their essential health care needs. Finally, King-Anderson
would provide a floor of coverage upon which many of our elderly
would be able to build. Private insurance programs for those services
not provided in King-Anderson could be made available at low cost.

The King-Anderson plan is economical and conservative, Its
prompt enactment will provide our elderly citizens with the health
care protection and dignity which they deserve. It is my hope that
the Senate will take the lead, and pass this program or a close modi-

fication of it.
Pavrn H. Doucras.
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