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BRIEF SUMMARY OF H.R. 6675, THE SOCIAL SECURITY
AMENDMENTS OF 1965

A. HEALTH INSURANCE AND MEDICAL CARE

The bill provides three programs for health insurance and medical care
for the aged under the Social Security Act by establishing-

1. A basic hospital in urance plan providing inpatient services, related
posthospital care (skilled nursing home and home health visits), and outpatient
diagnostic services for individuals 65 or older who are eligible for social security
or railroad retirement benefits. These benefits would be financed through a
separate payroll tax and separate trust fund.

Also those basic and related benefits would be provided to currently aed
people who are not social security or railroad retirement beneficiaries. TEey
would be financed from general revenues.

Effective date.-Benefits would be first effective on July 1, 1966, except for
services in extended care facilities which would be effective on January 1, 1967.
(See p. 10.)

2. A voluntary "supplementary" plan, providing physicians' and other
medical and health services financed through monthly premiums of $3 initially
by individuals 65 years or older (which would be deducted from the social
security benefit of beneficiaries who elect participation), matched equally by
Federal Government revenue contributions.

Effective date.-Benefits would be first effective beginning July 1, 1966.
(See p. 12.)

The provision in the income tax law which limits medical expense deduc-
tions to amounts in excess of 3 percent of adjusted gross income (as well as thepresent limitation on medicine and drugs) for persons under 65 would be
applied to persons 65 and over.

The bill also provides a special deduction, available to those who itemize
their deductions, for one-half of any premiums paid for insurance of medical
care expenses whether or not they have medical expenses in excess of the
3 percent floor, but this deduction may not exceed $250. Also treats as medical
care expenses (1) the prepayment before age 65 of insurance for medical care
after age 65, and (2) the $3 per month premium for supplemental health in-
surance under part B of title XVIII. (See p. 52.)

3. An expanded Kerr-Mils medical care program, for the needy and
medically needy would combine all the vendor medical provisions for the aged,
blind disabled, and families with dependent children, now in five titles of theSocial Security Act, under a uniform program (with an increase in the Federal
share matching formula) in a single new title with certain prescribed Federal
standards.

Effective date.-Matching under new title (XIX) will be available Jan-
uary 1, 1966. After June 30, 1967, no vendor medical care payments can be
made under existing titles, and all medical payments must be under new title.(See p. 14.) B. CHILD HEALTH CARE PROGRAM AMENDMENT

1. Maternal and child healt and crippled children authorization.-The
amount authorized for these programs over current authorizations would be

(1)
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increased by $5 million for fiscal 1966 and by $10 million in each succeeding
fiscal year as follows:

Fiscal year Existing law Under bill

1966 ----------------------------------------------- $ $40, 000,000 $45,000,000
1967 ------------------------------------------------ 40,000,000 50,000,000
1968. .-------------------------------------------- 45,000,000 55,000,000
1969 --------------------------------- 45,000,000 55,000,000
1970 and after -------------------------------------- 50,000,000 60,000,000
(See pp. 29-30.)

2. Crippled children training personnel.-Provides grants to institutions of
higher l"m.Ing for training professional personnel for health and related care
for crippled children, particularly children who are mentally retarded or have
multiple handicaps. Authorizes $5 million for fiscal 1967, $10 million for fiscal
1968, and $17.5 million for each succeeding fiscal year. (See p. 30.)

3. Health care for needy children.-Authorizes the Secretary of Health,
Education, and Welfare to carry out a 5-year program of special project grants
to provide comprehensive health care and services for preschool or school-age
children, particularly in areas with concentrations of low-income families. An
appropriation of $15 million is authorized for fiscal 1966; $5 million for fiscal
1967, and an additional $5 million for each succeeding year rising to $50 million
for fiscal 1970.. (See p. 31.)

4. Mental retardation planning.-Authorizes grants totaling $2,750,000 for
each of 2 fiscal years (1966 and 1967) for the purpose of assisting States to
implement and follow up on planning for treatment of mental -retardation
authorized under section 1701 of the Social Security Act. (See p. 32.)

C. PUBLIC ASSISTANCE

1. Increased assistance payment.-The Federal share of p4yments under
all State public assistance programs is increased a little more than an average
of $2.50 a month for the needy aged, blind and disabled and an average of about
$1.25 for needy children, effective January 1, 1966. This is brought about by
revising the matching formula for the needy aged, blind, and disabled (and for
the adult categories in title XVI) to provide a Federal share of $31 out of the
first $37 (now twenty-nine thirty-fifths of the first $35) with matching above
this amount varying according to State per capita income up to a maximum of
$75 (now $70) per month per individual on an average basis. The bill revises
matching formula for aid to families with dependent children so as to provide
a Federal share of five-sixths of the first $18 (now fourteen-seventeenths of the
first $17) with matching above this amount varying according to State per
capita income up to a maximum of $32 (now $30). A provision is included so
that States will not receive additional Federal funds except to the extent they
pass them on to individual recipients. (See p. 22.)

2. Tubercular and mental patiente.-Removes exclusion from Federal
matching in old-age assistance and medical assistance for the aged programs
(and for combined program, title XVI) as to aged indiviuals 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. Requires as condition of Federal participation in such payments
to, or for, mental patients certain agreements and arrangements to assure that
better care results from the additional Federal money. Provides that States
will receive no more in Federal funds under this provision than they increase
their expenditures for mental health purposes under public health and public
welfare programs.. Also removes restrictions as to Federal matching for needy
blind and disabled who are tubercular or psychotic and are in general medical
institutions. Effective January 1, 1966. (See p. 25.)

3. Adds a provision for protective payments to third persons on behalf
of old-age assistance recipients (and recipients on combined title XVI program)

I
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unable to manage their money because of physical or mental incapacity.
Effective January 1, 1966. (See p. 27.)

4. Increases earnings exemption under old-age assistance programs (and
aged in combined program) so that a State may, at its option, exempt the first
$20 (now $10) and one-half of the next $60 (now $40) of a recipient s monthly
earnings. Effective January 1, 1966. (See p. 25.)

5. Modifies definition of medical assistance for the aged so as to allow
Federal sharing as to old-age assistance recipients for the month they are
admitted to or discharged from a medical institution. Effective July 1, 1965.
(See p. 27.)

Adds a provision which allows the States to disregard so much of theOASDI benefit increase and the extension of child's benefit as is attributable to
its retroactive effective date. (See p. 25.)

7. Provides a grace period for action by States that have not had regular
legislative sessions, whose statutes now prevent them from disregarding recipient
earnngs received under the Economic Opportunity Act. (See p. 27.)

8. Provides for judicial review of the denial of approval by the Secretaryof Health, Education, and Welfare of State public assistance plans and amend-
ments of plans, and other of his actions because of noncompliance of State with
plan conditions prescribed by Federal law. (See p. 27.)

D. OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

1. The benefit provisions of the Federal old-age, survivors, and disability
insurance system are revised to-

(a) Increase benefits by 7 percent across the board with a $4 mini-
mum increase for a retired worker at 65. The minimum benefit would thus
be $44 (now $40) and the new maximum $135.90 (now $127). Effective
retroactively to January 1, 1965.

In the future, a first-step increase in the contribution and ben fit base to
$5,600 (now $4,800) beginning in calendar 1966 could produce a maximum
worker's benefit of $149.90 (now $127); the second-step increase in the base to
$6,600, beginning in calendar 1971, could produce a possible maximum for the
worker of $167.90 a month.

The maximum amount of benefits payable to a family on the basis of a
single earnings record would be related to the worker's average monthly wag
at all earnings levels. (Under present law a $254 limit applies at earnings levelsof $315 or more per month.) Under the bill the family maximum would be
$312 in 1966-70, increasing, beginning in 1971, to $368. (See p. 47.)

(b) Continue benefits beyond the present limit of age 18 up to age 22
for certain children in full-time attendance at a public or accredited school.
No mother's or wife's benefits would be payable for this period. Effective
retroactively to January 1, 1965. (See p. 43.)

(c) Widows could receive benefits at age 60 provided they choose toaccept actuarially reduced benefits to take account of the longer period over
whic the will be paid. Under present law full widow's benefits and actu-
arially reduced worker's and wife's benefits are payable at age 62. Effective
for the second month after the month of enactment. (See p. 43.)

2. The definition and waiting period provisions of the disability insurance
program are revised by-

(a) Eliminating the present requirement that a worker's disability
must be expected to result in death or to be of long-continued and indefinite
duration so that an insured worker would be eligible for disability benefits ifhe has been totally disabled throughout a continuous prod of at least 6
calendar months. Effective for the second month after the month of enact.
ment. (See p. 41.)

(b) Entitlin& a person under 65 who is receiving an old-age or other
benefit to become entitled to a disability benefit. (See p. 41.)

(c) Reducing by 1 moith the waiting period during which an indi-
vidual must be under a disability prior to entitlement to benefit. Disability

46-43&--65-2
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benefits would be payable beginning with the last month of the 6-month wait-
ing period rather than the 1irt month after the 6-month waiting period as

under exist law. This change would be applicable to all cases ih which the

last month of the waiting Ieiod occurs after the month of enactment. (See
p. 42.)

Certain changes are also made in the provision terminating disability

benefits and waiving subsequent waiting periods so as to make them more

restrictive when applied to shorter term disabilities. (See p. 42.)
(d) Allocating an additional one-fourth of 1 percent of taxable wages

and three-sixteenths of 1 percent of taxable self-employment income to the

disability insurance trust fund, bringing the total allocation to three-fourths of 1

percent and nine-sixteenths of 1 percent, respectively. Effective in calendar

1966. (See p. 50.)

3. Liberalizes the eligibility requirements to provide a basic benefit of $35

at age 72 or over to certain elderly persons with a -ninimum of three quarters

of coverage (now six quarter) acquired at any tin.e since 1937, using a new

concept of "transitional insured" status. Certain wife's and widow's benefits

would also be authorized on a similar basis. (See p. 49.)

4. Increases the amount an individual is permitted to earn without having

deduction from benefits. Now, the first $1,200 of earnings is exempted and

$1 deducted for each $2 of earnings between $1,200 and $1,700 and $1 for $1

above $1,700. The bill increases the $1 for $2 deduction ceiling from $1,700

to $2,400 and applies the $1 for $1 deduction to earnings above $2,400. (See

p. 50.)
Also exempts certain royalties (from copyrights or patents obtained before

age 65) from being counted as earnings of individuals over 65 for purposes of

this test effective as to taxable years beginning after 1964. (See p. 50.)

5. Authorizes payments of wife's and widow's benefits to the divorced wife

aged 62 or over, if she had been married to the entitled worker for at least 20

years before the date of the divorce and if her divorced husband was making

(or was obligated by a court to make) a substantial contribution to her sup-

port when he became entitled to benefits, became disabled, or-died.
Also provides that a wife's benefits would not terminate when the woman

and her husband are divorced if the marriage has been in effect for 20 years,

and for the reestablishment of benefit rights for a widow or a wife who remarries

and the subsequent marriage is teri-nated b divorce having lasted less than

20 years. Effective for the second month flowing enactment. (See p. 44.)

6. Changes the provisions with respect to children adopted by beneficiaries

to require that as to any adoption after the worker becomes entitled to an old-

age benefit (1) the child be living with the worker (or adoption proceeding has

begun) in or before the month when application for old-age benefits is filed;

(2) the child be receiving one-half of his support for a year before the worker's

entitlement; and (3) the adoption be completed within 2 years after the worker's

entitlement. (See p. 44.)

7. Extends the coverage provisions to include-
(a) Self-employed doctors of medicine. (See V. 33.)

(b) Cash tips as reported by the employee-the employer to report

same and also to withhold income tax. No labihity on employer for tips that

are not reported, nor where he does not have or is not given funds to cover

employee's share of tex. (See p. 35.)
(c) Facilitates social security covered of additional employees of

State and local governments in Alaska and Xentucky, certain hos ital em-

ployees in California, and certain employees of the District of ColumbDia. (See
p. 37.)

(d) Provides coverage for certain employees of nonprofit organiza-
tions retroactively for up to 5 years (1 year under present law); also by per-

mitting validation of certain erroneously reported wages. (See p. 39.)

(e) Exempts, for social security coverage and tax p urposes, self-

employment Income of members of certain relgious groups which are con-

scientiously opposed to public or private insurance; the groups have to have
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been in existence since 1950 and make provision for the needs of their members
(See p. 33.)

(f) Provides that farm operators whose annual gross earnings are
$2,400 or less (instead of $1,800 or less as in exist law) can report either their
actual net earnings or 66% percent (as in present law) of their gross earnings.
Farmers whose annual gross earnings are over $2,400 would report their actual
net earnings if over $1,600, but it actual net earnings are less than $1,600,
they may instead report $1,600. (Present law provides that farmers whose
annual gross earnings are over $1,800 report their actual net earnings if over
$1,200, but if actual net earnings are less than $1,200, they may report
$1,200.) Effective for taxable years beginning after December 31, 1965.
(See p.33.)

8. MisceUaneous.-
(a) Provides that the benefits of people on the rolls would be recon-

puted automatically each year to take account of any covered earnings that the
workerI might have had in the previous year that would increase his benefit
amount. Existing law has various requirements, including filing of an appli-
cation and earnings of over $1,200 a year after entitlement. (See p. 46.)

(b) Replaces present provision authorizing reimbursement of trust
funds out of general revenue for gratuitous social security wage credits for
servicemen so that such payments will be spread over the next 50 years. (See
p. 50.) (c) Extends indefinitely the period of filing of proof of support for de-

pendent husbands, widowers, and parent's benefits, and lump-sum death
payments where good cause exists for failure to file within initial 2-year period.
(See p.45.) E. SCOPE AND PERsONs AFFECTED

The scope of the protection provided is broadly as follows:
1. Health insurance and medical care for the needy

(a) Basic plan.-It is estimated that approximately 17 million insured
individuals and 2 million uninsured would qualiy on July 1, 1966.

(b) Voluntary supplementary plan.-It is estimated that of the total eligible
aged of 19 million, from 80 to 95 percent would participate, which would mean
approximately 15.2 to 18 million individuals would be involved.

(c) Medwal assistancefor needy.-The expanded medical assistance (Kerr-
Mills) program is estimated to provide new or increased medical assistance
to about 8 million needy persons during an early year of operation. States
could, in the future, provide aid to as many as twice this number who need help
with medical costs.
2. Old-age, survivors, and disability insurance

It is estimated that the number of persons affected immediately by changes
in this title would be as follows:

Proisaol Nmtbv freed

7-percent benefit increase ($4 minimum in primary benefit) ---- 20,000,000 persons.
Child's benefit to age 22 if in school ---------------------- 295,000 children.
Reduced age for widows ------------------------------ 185, 000 widows.
Reduction in eligibility requirement for certain persons aged 72 or 355,000 persons.

over.
Liberalization of disability definition --------------------------- 155,006 workers and de-

pendenta.
8. Public assistance

It is estimated that some 7.2 million persons will be eligible for increased
cash payments under the Federal-State matching programs. Moreover, it is
estimated that 130,000 aged persons in mental and tuberculosis hospitals will
potentially be eligible for payments because of the removal of the exclusion of
these types of institutions from matching under the public assistance programs.
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F. COBT AND FINANCING
1. Hea/ car plan

(a) Basic plan.-Benefits and administrative expenses under the basic plan
would be about $1.0 billion for the 6-month period in 1966 and about $2.3 billion
in 1967. Contribution income for those years would be about $1.6 and $2.6
billion, respectively. The costs for the uninsured (paid from general funds)
would be about $275 million per year for early years.

The level-premium (long-range) cost of the hospital insurance program
is 1.23 percent of payroll broken down as follows: Peru mA

Hospital and extended care facility benefits ------------------------------ 1. 19
Post.Sospital home health ---------------------------------------------------. * 03
Outpatient dagnostic ------------------------------------------------------- . 01

1. 23

Separate payroll taxes to finance the basic plan, paid by employers, em-
ployees, and self-employed persons, would be earmarked in a separate Hospital
Insurance Trust Fund established inthe Treasury. The same contribution
rate would apply equally to employers, employees, and self-employed persons
and would be as follows:

Puce*t
1966 ---------------------------------------------------------------- 0.35
1967-72 --------------------------------------------------------------------. 50
1973-75 --------------------------------------------------------------------. 55
1976-79 --------------------------------------------------------------------. 60
1980-86 ------------------------------------------------------------------- . 70
1987 and thereafter ---------------------------------------------------------. 80

The taxable earnings base for the health insurance tax would be $5,600
a year for 1966 through 1970 and would thereafter be increased to $6,600 a year.
The level-equivalent of the contribution schedule is also 1.23 percent of payroll.

Estimated progress of Hospital Insurance Trust Fund
[In millions]

Contribu- Benefit Admini- Interest Balance in
Calendar year tions payments strative on fund fund at

expenses end of year

1966 -------------- $1,578 $982 '$50 $17 $562
1967 -------------- 2, 601 2,192 66 20 925
1968 -------------- 2,790 2,391 72 34 1,286
1969 -------------- 2, 879 2, 607 78 45 1, 525
1970 -------------- 2,983 2,840 85 50 1,633
1971 -------------- 3,327 3,055 92 55 1,868
1972 -------------- 3, 488 3, 280 98 60 2, 038
1973 -------------- 3,929 3,516 105 68 2,414
1974 -------------- 4,120 3,760 113 77 2,738
1975 -------------- 4,267 4,018 121 84 2,950
1980 -------------- 6,123 5,276 158 140 5,018
1985 -------------- 7,038 6,823 205 236 7,681
1990 -------------- 9, 030 8, 754 263 306 9, 948

t Including administrative expenses incurred in 1965.

No.-The transactions relating to the noninsured persons, the costs for whom is borne
out of the general funds of the Treasury, are not shown in the above figures.

(b) Voluntary supplementary plan.-Costs of the voluntary supple-
mentary plan would depend on how many of the aged enrolled.

If 80 percent of the eligible aged enrolled, benefit costs of the supplementary
plan would be about $195 to $260 million in the last 6 months of 1966 and about
$765 million to $1.02 billion in 1967. Premium income from enrollees for
those years would be about $275 and $560 million, respectively. The matching
Government contribution would equal the premiums.

If 95 percent of the eligible aged enrolled, benefit costs of the supple-
mentary plan would be about $230 to $310 million in 1966 and about $905
million to $1.22 billion in 1967. Premium income from enrollees for those j
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years would be about $325 and $665 million, respectively. The Government
contribution would equal the premiums.

Estimated progress of Supplementary Health Insurance Benefits
Trust Fund
(In millions]

Contributions Balance
Benefit Adminis- Interest in fund

Calendar year payments trative on fund at end
Partici- Govern- expenses of year
pants ment

Low-cost aitimate, 80-percent participation

1966 -------------- $275 $275 $195 $65 $5 $295
1967 -------------- 560 560 765 75 15 590

Low-cost estimate, 95-percent participation

1966' ------------- $325 $325 $230 $80 $5I $345
1967 -------------- 665 665 905 90 20 700

High-cost estimate, 80-percent participation

1966'------------- $275 $275 $260 $8 $5 $210
1967 --------------- 560 560 1,025 95 10 220

IHigh-cost estimate, 95-percent participation

1966' ------------- $325 $325 $310 $100 $5 $245
1967 -------------- 665 665 1,220 110 10 255

1 Contributions would be collected only during the last 6 months of 1966, and benefit
payments would likewise he payable only during that period. Administrative expenses
shown include both those for the full year 1966 and such expenses as incurred in 1965.

NoTz.-Not included above is the advance appropriation from general revenues that is to
provide a contingency reserve during fiscal year 1966-67 (to be used only if needed and to be
repayable).

(c) Kerr-Mills medical assistant plan extenion.-It is estimated that the
new program will increase the Federal Government's general revenue contri-
bution about $200 million in a full year of operation over that in the programs
operated under existing law.
2. OASDI cAanges

(a) Cot in dollars in 1966 and long-range cots in percent of payroll

Provision Dollars Percent of
payroll

7-percent benefit increase ($4 minimum in primary benefit)... 1,430, 000, 000 -0. 64
Child's benefit to age 22 if in school --------------------- 195, 000, 000 -. 12
Reduced age for widows -------------------------- '165,000,000 -. 00
Reduction in eligibility requirement for certain persons aged

72 or over ------------------------------------------ 140,000,000 -. 01
Liberalization of disability definition ------------------- 105,000,000 -. 05
Earnings test liberalization ----------------------------- 65,000,000 -. 04
Coverage extensions ------------------------------------------------- +. 03
Earnings base increases ---------------------------------------------- +.52
Revised contribution schedule --------------------------------------- +. 22

I No )ouvg4p sbarp to systmmbeam osacturl muctm.
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(b) Revised OASDI contfr ion schedule.-The contribution schedule for
old-age, survivors, and disability insurarx.e is lower than that under present
law by 0.25 percent in the combined employer-employee rate in 196G-67 is
lower by 1.25 percent in 1968 is lower by 0.45 percent in 1969-72, and is higher
by 0.35 percent in 1973 and thereafter. The maximum earnings base to which
these tax rates are applied is $5,600 per year for 1966-70 and $6,600 for 1971
and after as compared with $4,800 under present law. These tax schedules are
as follows:

[Percent)

Present law 11. R. 6675

Employee Self- Employee Self-
rate (same employed rate (same employed

for employer) rate for employer) rate

1965 --------------------------- 3.625 5.4 3.625 5.4
196"7------------------------ 4.125 6.2 4.0 6.0
1968 --------------------------- 4.625 6.9 4.0 6.0
1969-72 ------------------------ 4.625 6.9 4.4 6.6
1973 and after ------------------ 4.625 6.9 4.8 7.0

3. Combined tax rate on employer and employee--Old-age, survivors, and disability

insurance tax and basic hospital insurance taz

Combined tax rate on employer and employee

Old-age- survivors, and
Year disability insurance Basic hospital Total com-

program insurance bined tax
program rate under

under !I.R. 6675
Under Under H.R. 6675

present law H.R. 6675

1965 --------------------------- 7.25 7.25 ------------- 7.25
1966 -------------------------- & 25' 8 00 0.70 8 70
1967 --------------------------- & 25 80 0 1.00 9.00
1968 -------------------------- 925 8.00 1.00 9.00
1969-70 ------------------------ 9.25 & 80 1.00 9.80
1971-72 ------------------------ 9.25 8 80 1.00 9.80
1973-75 ------------------------ 9.25 9.60 1.10 10.70
1976-79 ------------------------ 9.25 9.60 1.20 10 80
1980-86 ------------------------ 9.25 9.60 1.40 11.00
1987 and after ------------------ 9.25 9.60 1.60 11.20

4. Public assistance changes and child health changes
[In millions of dollars]

Costs Fiscal year Annual rate
1988

Maternal and child health, crippled children, and special proj-
ee t g a n ts ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - -. - 2 5 6 0

Mental retardation projects ...---------------------------- 2.75 2.75
Mental and tuberculosis ......---------------------------------- 38 75
Medical assi-tance for the aged definition ------------------- 2 2
Formula changes ---------------------------------------- 75 150
Protective payments ------------------------------------- () (,)
Income exemption (old-age distance) ----------------------- .5 1

Total ---------------------------------------- 143. 25 290. 75

I No cost.
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5. Summary of full yezr benefit costs, number of persona afeced, and effective date
of item th ntk co8t importance in H.R. 6675

Trust General Number of persons
Item fund Tress- affected Effective date

ury

HEALTH CARE PROGRAMS

(19W7) Millions

1. Basic hospital --------- $2, 190

2. Voluntary supplemen-
tary.

3. M AA liberalization

Health care total....

OASDI AMENDMENTS (166)

7 percent benefit increase..--

Child's benefit to age 22.-_
Reduced age for widows....

Special benefits at age 72. _
Diability definition -------

Retirement test .........

OASDI total ......

PUBLIC ASSISTANCE AND
CHILD HEALTH (1966)

Increase in formula --------
TB and mental exclusion -_.
Maternal and child health,'

crippled children, special
p reject grants.

OAA income exemption.....
MAA definition ----------
Mental retardation proj-

ects.
Public assistance total -----

Grand total payroll
insurance.

Grand total g,,neral
revenue.

2, 190

1,430

195(1)

140

105

65

1,935

4, 125

Millions

$275

1600

200

1,075

17,000,000 insured,
2,000,000 unin-
sured.

16,700,000 estimat-
ed.'

8,000,000

--------- 1 20,000,000 ----------

........ 295,000 children ...
------- 185,000 widows ....

150
75
60

1
2
3

291

1,366

355,000 aged ......
155,000 workers and

dependents.
No estimate availa-

ble.

7,200,000 ..........
100,000 to 150,000_.
No estimate availa-

ble.

..... do..........

..... do..........
-.....do..........

July 1966.

Do.

January 1966.

January 1965 (ret-
roactive).

Do.
2d month after

month of enact-
ment.

Same as above.
Do.

Taxable years end-
ing after 1965.

January 1966.
Do.

Fiscal 1966.

Jan. 1, 1966.
July 1, 1965.
Fiscal 1966.

I Based on an averaging of low and high cost estimates, and estimates of participation
(8734 percent). Total benefit expenditure would be about $1 billion, with participants
contributing $600,000,000.

2 See note.
NoTz.-Ist year benefit expenditures not reflected in cost table: $165,000,000 for

widows benefit, 1st year-no long-term cost; $600,000,000 in individual contributions for
voluntary supplemental health plan.

A
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COMPARISON SHOWING EXISTING LAW AND CHANGES
MADE BY H. R. 6675

HEALTH INSURANCE AND MEDICAL CARE FOR THE AGED

I. HEALTH INSURANCE FOR THE AGED

The bill would add a new title XVIII to the Social Security Act establishing
two related health insurance programs for persons 65 or over: (1) in part A
a basic payroll tax plan providing protection against the costs of hospital and
related posthospital care; and (2) in part B a voluntary supplementary plan
providing; physicians' services and other medical and health services financed

y indivia contributions and by Federal general revenues.

A. BASIC HOSPITAL PLAN

No Provision in Existing Law of the Following Nature

1. Beefia
The services for which payment would be made under the basic plan

include-
(1) Inpatient hospital services for up to 60 days in each spell of

illness with the patient pa ing initially a $40 deductible amount;
hospital services would inc ude all those ordinarily furnished by a
hospital for its inpatients; however, payment would not be made for
private duty nursing or for the hospital services of physicians except
services provided by interns or residents in training under approved
teaching programs.

(2) Posthospital extended care (in a facility having an arrange-
ment with a hospital for the timely transfer of patients and for
furnishing medical information about patients) after the patient is
transferred from a hospital (after at least a 3-day stay) for up to 20
days in each spell of illness; 2 additional days will be added to the 20
day-s for each day that the person's hospital stay was less than 60
days (up to a maximum of 80 additional ays)-the overall maximum
for posthospital extended care could thus be 100 days in each spell
of illness,

(3) Outpatient diagnostic services with a $20 deductible for each
diagnostic study (that is for diagnostic services furnished to him
by the same hospital during a 20-day period); such deductible to be
credited against the inpatient hospital deductible ($40) if hospitali-
zation (in the same hospital) follows within 20 days.

(4) Posthospitl home health services for up to 100 visits, after
discharge from a hospital (after at least a 3-day stay) or extended care
facility and before the beginning of a new spell of illness, Such a
person must be in the care of a 'cian and under a plan established
bya physician within 14 days of discharge calling for such services.
These services would include intermittent nursing care, therapy, and
the part-time services of a home health aide. The patient must be
homebound, except that when equipment is used the individual could
be taken to a hospital or extended care facility or rehabilitation center
to receive some of these covered home healtLi a ces in order to get
the advantage of the necessary equipment.

No service would be covered as posthospital extended care or as
outpatient diagnostic or posthospital home health services if it is of a

(10)
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kind that could not be covered if it were furnished to a patient in a
hospital.

A spell of illness would be considered to begin when the individual
enters a hospital and to end when he has not been an inpatient of a
hospital or extended care facility for 60 consecutive days.

The deductible amounts or inpatient hospital and outpatient
hospital diagnostic services would be increased if necessary to keep
pace with increases in hospital costs, but no such increase would be
made before 1969. Increases in the hospital deductible will be made
only when a $5 change is called for and the outpatient deductible will
change in $2.50 steps.

R. Effeive doks
Benefits would be first effective on July 1, 1966, for all but extended care

facilities, which would be effective on January 1, 1967.
3. Eligiity

(a) All persons who-
(1) are age 65 or over; and
(2) are eligible to receive (or receiving) social security or rail-

road retirement benefits.
(b) All persons not insured under social security or railroad retirement

who either-
(1) have reached age 65 before 1968; or
(2) have reached age 65 after 1967 if they have three quarters

of coverage for each year elapsing after 1965 and before the year
they reach age 65.

The operation of this transitional provision is illustrated by the following
table:

Quarters of coverage required -or OASl cash benefits as a
retired worker as compared to hospital insurance

Men Women
Year attains age 65 OASI Hospital OASI Hospital

insurance insurance

1967 -------------------------- 6-16 0 6-13 0
1968 --------------------------- 17 6 14 6
1969 --------------------------- 18 9 15 9
1970 --------------------------- 19 12 16 12
1971 --------------------------- 20 15 17 15
1972 --------------------------- 21 18 18 (1)
1973 --------------------------- 22 21 ------------.............
1974 --------------------------- 23 ( ) ----------............

'Same as OASI.

Excluded from (b) would be nonresidents or resident aliens with less than
10 years in the United States members of certain subversive organizations,
persons convicted of certain subversive crimes, and persons eligible for benefits
(whether or not they had actually elected benefits) under the Federal Em-
ployees Health Benefits Act of 1959 (Government employees who retired prior
to the effective date of this legislation (July 1, 1960) would be eligible under
the transitional provision).
4. Basis of rentriurment

Payment of bills under the basic plan would be made to the.roviders of
service on the basis of the "reasonable cost" incurred in providing care for
beneficiaries.
5. Administration

Basic responsibility for administration would rest with the Secretary of
Health, Education, and Welfare. The Secretary would use appropriate Stat
agencies and private organizations (nominated by providers of service) to

46-43&--45---4
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assist in the administration of the program. Provision is made for the estab-
lishment of an Advisory Council which would advise the Secretary on policy
matters in connection with administration.
6. Finaning

Separate payroll taxes to finance the basic plan, paid by employers,
employees, and self-employed persons, would be earmarked in a separate
Hospital Insurance Trust Fund established in the Treasury. Railroad work-
ers and employers would be subject to the tax. The same contribution rate
would apply equally to employers, employees, and self-employed persons, and
would be as follows:

1966 -------------------------------------------------------------------- 0.35
1967-72 ------------------------------------------------------------------ .50
1973-75 ------------------------------------------------------------------ .55
1976-79 ------------------------------------------------------------------- . 60
198W-88 ----------------------------------------------------------------- .70
1987 and thereafter -------------------------------------------------------- .80

The taxable earnings base for the hospital insurance tax would be $5,600
a year for 1966 through 1970 and would thereafter be increased to $6,600 a
year.

The cost of providing basic hospital and related benefits to people who
are not social security or railroad retirement beneficiaries would be paid from
general funds of the Treasury. An authorization of appropriation is included
to place the trust fund in the same place it would have been if benefits had
not been paid to the uninsured individuals.

B. VOLUNTARY SUPPLEMENTARY PLAN

No Provisions in Existing Law of the Following Nature

Individuals who enrolled initially would pay premiums of $3 a month
(deducted, where possible, from social security and railroad retirement bene-
fits). The Government would match this premium with $3 paid from general
funds.

1. Beneft.-The voluntary supplementary insurance plan would cover
physician's services, home health services, hospital services in psychiatric
institutions, and other medical and health services in and out of medical
institutions.

There would be an annual deductible of $50. Then the plan would cover
80 percent of the patient's bill (above the deductible) for the following services:

(1) Physicians' and surgeons' services, whether furnished in a hospital,
clinic, office, or in the home or elsewhere:

(2) Hospital care for 60 days in a spell of illness in a mental hospital
(180-day lifetime maximum);

(3) Home health services (without regard to hospitalization) for up to
100 visits during each calendar year;

(4) Additional medical and health services, whether provided in or out
of a medical institution, including the following:

(a) Diagnostic X-ray and laboratory tests, electrocardiograms,
basal metabolism readings, electroencephalograms, and other diag-
nostic tests;

(b) X-ray, radium, and radioactive isotope therapy;
(c) Ambulance services (under limited conditions); and
(d) Surgical dressings and splints, casts, and other devices for

reduction of fractures and dislocations; rental of durable medical
equipment such as iron lungs, oxygen tents, hospital beds, and wheel-
chairs used in the patient's home; prosthetic devices (other than
dental) which replace all or part of an internal body organ; braces
and artificial legs, arms, eyes, etc.

There would be a special limitation on outside-the-hospital treatment of
mental, psychoneurotic and personality disorders. Payment for such treat-
ment during, any calendar year would be limited, in effect, to $250 or 50 per-
cent of the expenses, whichever is smaller.
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2. Effecive dak
Benefits will be effective beginning July 1, 1966.

3. Eli'.-bility and payment of premium.
All persons 65 or over (whether or not they are social security or railroad

retirement beneficiaries) who are residents of the United States and either
citizens or aliens admitted for permanent residence.
4. Enrollment

Persons aged 66 or over before January 1, 1966 will have an opportunity
to enroll in an enrollment period which begins on lhe first day of the second
month after enactment and ends March 31, 1966.

Persons attaining age 65 subsequent to December 31, 1965, will have en-
rolbuent periods of 7 months beginning 3 months before attaining 65.

In the future, general enrollment periods will be from October to December
31, of 1967, and each second year thereafter.

No person may enroll more than 3 years after close of first enrollment period
in which he could have enrolled.

Coverage may be terminated (1) by the individual filing notice during
enrollment period, or (2) by the Government, for nonpayment of premiums
after a grace period. There will be only one chance to reenroll for persons
who are in the plan but drop out, and it must be done within 3 years of termina-
tion of previous enrollment.

A State would be able to supply the supplementary benefits to its public
assistance recipients who are receiving cash benefits if it chooses to do so.
5. Administration by carriers: Basisfor reimbursement

The Secretary of Health, Education, and Welfare shall, to the extent
possible, contract with carriers to carry out the major administrative functions
relating to the medical aspects of the program such as determining rates of
payments under the program, holding and disbursing funds for benefits pay-
ments, and determining compliance and assisting in utilization review. No
contract is to be entered into by the Secretary unless he finds that the carrier
will perform its obligations under the contract efficiently and effectively and
will meet such requirements as to financial responsibility, legal authority, and
other matters as he finds pertinent. The contract must provide that the carrier
take necessary action to see that where payments are on a cost basis (to insti-
tutional providers of service), the cost is reasonable cost. Correspondingly,
where payments are on a charge basis (to physicians or others furnishing non-
institutional services), the carrier must see that such charge will be reasonable
and not higher than the charge applicable, for a comparable service and under
comparable circumstances, to the other policyholders and subscribers of the
carrier. Payment by the carrier for physicians' services will be made on the
basis of a receipted bill, or on the basis of an assignment under the terms of
which the reasonable charge will be the full charge for the service.
6. Financing

Aged persons who enroll in the voluntary plan would pay monthly premi-
ums o $3 to be supplemented by an equal amount from Federal general
revenues. Premium rates for enrolled persons (and corresponding the
matching Government contribution) would be increased from time to time if
medical costs rise, but not more often than once every 2 years. The first such
possible readjustment could be made January 1968. The premium rate for a
person who enrolls after the first period when enrollment was open to him would
be increased by 10 percent for each full year he stayed out of the program.
It would also be increased for any period tht he had terminated his coverage.

To provide an operating fund at the beginning of the plan, and to estab-
lish a temporary contingency reserve a Government appropriation would be
available (on a repayable basis) equal to $18 lr aged person estimated to be
eligible in July 1966 when the plan goes into effect.

The individual and Government contributions would be placed in a
separate trust fund for the supplementary plan. All benefit and adminis-
trative expenses would be paid from this fund.

7I



COMPARISON SHOWING EXISTING LAW AND CHANGES MADE BY H.R. 6675
C. EXTENSION OF KERR-MILLS PROGRAM

Item IExisting law I H.R. 8875

1. Brief summary ----------------------- Permits States to include in their plans under title
I a program of Medical Assistance for the Aged (MAA);
that is, to provide medical vendor payments (payments
directly to the suppliers of medical services) for aged
persons who are not Old-Age Assistance recipients, but
but whose income and resources are insufficient to meet
the costs of necessary medical services. The State plan
for medical assistance for the aged may specify medical
services of broad scope and duration provided that
both institutional (hospitals, etc.) and noninstitutional
(outpatient clinics, physicians, etc.) services are
included.

There is no dollar ceiling, the overall amount of
Federal participation is governed by the extent of the
State programs. The Federal share varies from 50
percent (for States with per capital income equal to or
above the national average) up to 80 percent for lower
per capita income States.

(There are various formulas for vendor medical
payments on behalf of persons on Old-Age Assistance
title I). Aid to the Blind (title X), Aid to Families

with Dependent. Children (title IV), Aid to the Per-
manently and Totally Disabled (title XIV) and the
consolidated program for the aged, blind, and disabled
(title XVI).)

Replaces MAA with a new program (title XIX)
designed like MAA to give vendor payment medical
assistance to the aged who are medically indigent but
also covers recipients of Old-Age Assistance (OAA) as
well as recipients of Aid to the Blind, the Permanently
and Totally Disabled, Needy Families with Dependent
Children and the consolidated program for the aged,
blind, and disabled. The amount, duration, and scope
of benefits must be the same for the different categories
of cash assistance recipients who receive vendor pay-
ments, under the new combined program.

Inclusion of the medically indigent aged would be op-
tional with the States but if they are included, compa-
rable groups of blind, disabled, and parents and needy
children must also be included if they need help in meeting
necessary medical costs. The amount and scope of
benefits for the medically indigent cannot be greater
than that of recipients on the basic maintenance pro-
grams.

Certain changes are made in State plan requirements
relating to the evaluation of income and resources for
eligibility purposes, the imposition of deductibles, the
payment of deductibles under the basic hospital plan or
the payment of deductibles and co-insurance under
the voluntary supplementary plan, and granting the
States authority to impose enrollment fees or charges
on individuals if they are reasonably related to the
recipient's income (or his income and resources).

Five specific health services must be provided by
June 30. 1967.

The Federal Government would continue to partici-
pate in medical vendor payments in MAA and OAA
and other public assistance programs, until the new
program is in operation or through June 30, 1967,
whichever occurs earlier.

The matching for the new program would follow that
of MAA in that there would be no dollar ceiling. How-
ever, the Federal share would vary from 50 percent to
83 percent with States at the national average receiving
55 percent. For a specified period, any State that does
not reduce its expenditures would be assured at least a
5-percent Increase in Federal participation in medical
care expenditures.



2. Medical assistance for the aged:
(a) Eligibility for assistance .......

(b) Scope of benefits --------------

To be eligible an individual-

(1) Must have attained age 65;
(2) Must not be a recipient of old-age assistance;

(3) Must have income and resources, as deter-
mined by the State, insufficient to meet all of the
cost of the medical services outlined below. The
State plan must provide reasonable standards, con-
sistent with the objectives of the program, for
determining eligibility and the extent of assistance.
The State plan for Medical Assistance for the Aged

may specify medical services of any scope and dura-
tion, provided that both institutional and noninstitu-
tional services are included. Federal participation is
restricted to vendor medical payments: i.e., payments
made by the States directly to the doctor, hospital,
etc., providing medical services on behalf of the re-
cipient.

The Federal Government shares in the expense of
providing the following kinds of medical services:

(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 .nd related services;
(8) Dental services;
(9) Laboratory and X-ray services;
(10) Prescribed drugs, eyeglasses, dentures, and

prosthetic devices;
(11) Diagnostic, screening, and preventive serv-

ices; and
(12) Any other medical care or remedial care

recognized under State law.
The Federal Government does not share in the

expense of providing medical services to inmates of
public institutions (other than medical institutions),
to patients in mental or tuberculosis institutions or to
patients in medical institutions as a result of a diagnosis
of tuberculosis or psychosis after 42 days of care.

Effective January 1, 1966. Existing medical vendor
provisions expire on July 1, 1967.

Medical Ainfor Aged program as such will
be inoperative by June 30, 1967, or by adoption of new
combined medical assistance program, but the MAA
grup of aged would be governed by the same eligi-
bility standards with the following modifications:

(1) Same as existin; law.
(2) No longer applicable to recipients of Old-Age

Assistance since they will be eligible under new
program.

(3) Same but State must provide flexible income
test which takes into account medical expenses
(including health insurance premiums). (See also
State plan requirements, pp. 17-18, items E(1) and
E(5)).

Essentially the same, except after July 1, 1967, bene-
fits for new medical program must include at least
following five services:

(1) Inpatient hospital services;
(2) Outpatient hospital services;
(3) Other laboratory and x-ray services;
(4) Skilled nursing home services;
(5) Physician's services whether furnished in the

office, the patient's home, a hospital, a skilled nursing
home or elsewhere.

Other services are optional and are the same as
authorized under existing law with the following
exceptions:

(10) Modified so eyeglasses will be prescribed by a
physician skilled in'diseases of the eye or by an
optometrist, whichever the individual may select.

(12) Modifies provision so that medical care or
remedial care recognized under State law, either has
to be specified by the Secretary or is furnished by
licensed practitioners within the scope of their
practice as defined by State law.

Removes exclusion from Federal matching as to aged
individuals who are patients in institutions for tubercu-
losis or mental diseases, or who have been diagnosed as
having tuberculosis or psychosis and, as a result, are
patients in a medical institution. Requires as condition
of Federal participation in such payments to, or for,
mental patients certain agreements and arrangements
to assure that better care results from the additional
Federal money. Provides that States will receive no
more in Federal funds under this provision than they
increase their expenditures for mental health purposes
under public health and public welfare programs.

)-AC.n



COMPARISON SHOWING EXISTING LAW AND CHANGES MADE BY H.R. 6675-Continued

0. EXrENSION OF 'KERR-ImIS PROGRAX---COntinUed

Itemn Existing law IHRT 6075

2. Medical assistance for the aged--Con.
(c) Matching formula:

(l)jFederal share--------- Federal payments reimburse the States for a por-
tion of their expenditures under approved plans for
medical assistance for the aged according to an equal-
ization formula which ranges from 50 to 80 percent
depending upon the per capita income of the States
as related to the national per capita income. States
at or above national average get a 50 percent Federal
share.

Federal medical percentages applicable for
July 1, 1968, through June 30, 1965

State: Per
Alabama -----------------------------
Alaska -------------------------------
Arizona ------------------------
Arkansas -----------------------------
California ----------------------
Colorado -----------------------------
Connecticut --------------------------
Delaware -----------------------------
District of Columbia---------------
Florida ------------------------
Georgia ------------------------
Guam --------------------------------
HawaiL ------------------------
Idaho --------------------------------
Illinois -------------------------------
Indiana .......................
Iowa --------------------------
Kansas -------------------------------
Kentucky ----------------------------
Louisiana ----------------------------
Maine -------------------------------
Maryland ----------------------------
Massachusetts -------------------
Michigan -----------------------------
Minnesota ----------------------
Mississippi.....................
Missouri -----------------------------
Montana ......................
Nebraska -----------------------------
Nevada ..............................
New Hampshire .................
New Jersey ...........................
New Mexico --------------------------
New York ............................
North Carolina ---- ..------------------

centage
78. 29
50.00
58.75
80. 00
50. 00
50. 00
50.00
50.00
50.00
60.69
73.69
50.00
50. 00
67. 43
50. 00
52.06
57.63
56.63
75.27
73.46
65.65
50.00
50.00
50.00
56.42
80.00
50.45
59.69
55. 10
50.00
56.38
50.00
66. 55
50.00
74.99

Under matching formula for new medical program
Federal payments reimburse the States for a po-tion
of their expenditures according w !n equalization
formula ranging from 50 to 83 percent, depending upon
thq per capita income of the State as it is related to
the national per capita income. Federal sharing for
States at the national average would be 55 percent; for
most States above the national average, sharing would
be 50 percent. Like MAA, there is no maximum on
the amount in which the Federal Government would
share.

State: Percentage
Alabama ------- ----------------- 80.46
Alaska ---------------------------------. 50.00
Arizona ------------------------------- 62.87
Arkansas ------------------------------ 82.77
California ----------------------------- 50.00
Colorado ------------------------------ 51.44
Connecticut --------------------------- 50. 00
Delaware ------------------------- 50. 00
District of Columbia ----------------- 50.00
Florida -------------------------------- 64.62
Georgia ------------------------------- 76.32
Guam --------------------------- 55.00
Hawaii ..----------------------------- 52.36
Idaho --------------------------------- 70.68
Illinois -------------------------------- 50.00
Indiana ------------------------------- 56.85
Iowa ---------------------------- 61.87
Kansas -------------------------------- 60.97
Kentucky ------------------------ 77.74
Louisiana ------------------------------ 76. 11
Maine -------------------------------- 69. 09
Maryland ----------------------------- 50.00
Massachusetts ------------------------- 50.00
Michigan ------------------------------ 52. 32
Minnesota ----------------------------- 60.78
Mississippi ---------------------------- 83.00
Missouri ----------------------------- 55.41
Montana ------------------------------ 63.72
Nebraska ------------------------------ 59.59
Nevada ------------------------------- 50.00
New Hampshire ------------------------ 60.74
New Jersey ---------------------------- 50.00
New Mexico --------------------------- 69. 89
New York ----------------------------- 50.00
North Carolina ------------------------- 77.49



(2) Pass along provision...

(d) State plan requirements .....

North Dakota ..... o ta.................
O hio ----------------------------------
Oklahoma ---------- _ ----------------
Oregon _...-- ........----- ............
Pennsylvania --------------------------
Puerto Rico ..................
Rhode Is l adnd ---------------- ........
South Carolina -------------------------
South Dakota --------------------------
Tenne see -----------------------------
T exas ---------------------------------
U tah ---------------------------------
Verm ont ------------------------------
Virgin Islands ...................
Virginia .. .............................
W ashington ----------------------------
West Virginia ..........................
W isconsin -----------------------------
W yoming -----------------------------

73.03
50.00
65.65
50.00
50.00
50.00
50.90
80.00
68.87
75.53
61.45
62.28
64.75
50.00
65.05
50.00
71.76
52.50
50.00

(27 F.R. 9230)

75 percent Federal matching is authorized for cer-
tain rehabilitation services for aged recipients and for
the training of welfare personnel.

The Federal Government pays 50 percent of other
administrative costs.

No provision in existing law to insure that public
assistance recipients receive higher payments because

of legislation liberalizing the Federal matching
formula.

In order to be eligible for Federal participation,
the State must provide medical assistance for the
aged according to a plan submitted to the Secretary
of Heal, Education, and Welfare, and approved
by him which meets the requirements set out in the
law. T1he State plan provisions are generally the
same as those required for the other public assistance
programs with the following exceptions:

A State plan-
(a) must not require a premium, enrollment fee,

or similar charge as a condition of eligibility;

North Dakota --------------------------
O hio -----------------------------------
Oklahoma ------------------------------
Oregon ---------------------------------
Pennsylvania ---------------------------
Puerto Rico ----------------------------
Rhode Island ---------------------------
South Carolina --------------------------
South Dakota ---------------------------
Tennessee ------------------------------
T exas ----------------------------------
Utah .................................
Verm ont -------------------------------
Virgin Islands ---------------------------
Virgini -...............................
W ashington ----------------------------
West Virginia .... .......................
W isconsin ------------------------------
Wyoming .............................

75.73
50.76
69.09
54.22
54.02
55.00
55.81
82.54
71.98
77.97
65.31
66.05
68.27
55.00
68.55
50.84
74.58
57.25
53.07

During the period January 1, 1966, through June 30,
1969, the Federal medical percentage shall not be less
less than 105 percent of the Federal share of medical
expenditures by the State during fiscal year 1965.

75 percent Federal matching would be available as
to costs attributable to compensation of skilled pro-
fessional medical personnel and staff directly supporting
such personnel.

Same as existing law.

Federal matching for any State for any quarter prior
to July 1, 1969, shall be reduced to the extent the excess
of Federal matching for such quarter for the new
medical program, old-age assistance, aid to needy
families with children, aid to the blind, aid to the
permanently and totally disabled, and aid under the
consolidated program over the corresponding quarter or
average quarterly Federal matching for these programs
in fiscal year 1964 or 1965 is greater than the excess of
total expenditures (Federal, State, and local) on these
programs in such quarter over the corresponding quarter
or of the average total quarterly expenditures on these
programs in fiscal year 1964 or 1965.

The State plan requirements for the new medical
program incorporate many of the plan requirements
of existing program& The following are the differ-
ences as they particularly affect the medical assistance
for the aged group:

(1) Modifies provision to allow State to impose
premiums, enrollment fees, on similiar charges if
they are reasonably related (as determined in accord-
ance with standards prescribed by the Secretary) to
the recipient's income or to his income and resources;



COMPARISON SHOWING EXISTING LAW AND CHANGES MADE BY H.R. 6675--Continued

0. EX=NSION or xR-x=LA FoGaRx--continued

Item IExisting law I H.R. 8875

2. Medical amisitanoe for the aged--Con.
(d) State plan requlrmexent-o- (b) must not impose property liens during the

lifetime of the individual receiving benefits (ex-
cept pursuant to court judgment. on account of
benefits incorrectly paid) and any recovery pro-
visions under the plan must be limited to the estate
of the individual after his death and the death of
his surviving spouse;

(e) must not impose a citizenship requirement
which would exclude a citizen of the United States
or a requirement which excludes a resident of the
State;

(d) must also provide, to the extent required by
the Secretary of Health, Education, and Welfare,
for inclusion of residents of the State who are absent
therefrom; and

(e) Include reasonable standards consistent with
the objectives of this title for determining eligibility
for, and the extent of assistance.

(f) If a State has both a program for old-age assist-
ance and medical assistance for the aged'it must be
administered by a single State agency.

(2) Broadened so that recovery would be further
postponed where there is surviving child, under 21
or blind or disabled. No recovery is permitted for
medical assistance received before age 55.

(3) Same as existing law.

(4) Same as existing law.

(5) Same but with addition so that standards (a)
take into account only such income and resource as
are (as determined in accordance with standards
prescribed by the Secretary), available to the appli-
cant or recipient; (b) must provide for reaona ble
evaluation of income or resources; (c) do not take
into account the financial responsibility of any in-
dividual for any applicant or recipient who is not
such individual's spouse or child under age 21 or
blind or disabled; and (d) provide for flexibility in the
application of such standards with respect to income
by taking into account (except to the extent pre-
scribed by the Secretary) the costs (whether in the
form of insurance premiums or otherwise) incurred
for medical care.
(6) The medical program must be administered by

the same State agency that administers old-age assist-
ance (or title XVI) except that in certain States with
separate blind agencies, the portion of the plan relating
to the blind may be administered by those agencies.

The following additional plan requirements pertinent
to the MAA group are added:

(7) Until July 1, 1970, local funds may be used for
up to 60 percent of non-Federal share of expenditures
under the program. After that date, the non-Federal
share of expenditures must be met entirely by the State.

(8) No deductible, cost sharing, or similar charge will
be imposed on any individual in respect to inpatient
hospital service, nor with respect to any other care or
service unless it is reasonably related (as determined in
accordance with standards approved by the Secretary),
to the reci pient's income or his income and resources.

(9) In the case of aged individuals covered by either
or both of the insurance programs (hospital insurance
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(e) Use of private health insurance.

3. Effect on other public assistance pro.
grams:

(a) Medical vendor programVcon-
tent and scope.

Includes in the amounts subject to Federal match-ing the expenditures for insurance premiums for
medical or any other type of remedial care or the
cost thereof.

No uniformity required as to eligibity or as to
the amount or scope of benefits between medical
vendor programs for OAA (title 1), Aid to Families
with Dependent Children (title IV), Aid to Blind
(tide X), Aid to Permanently and Totally Disabled
(title XIV), and the consolidated program for the
aged, blind, and disabled (title XVI).

Medical vendor programs for the medically intd-
gent aged (MAA) can be greater in amount and scope
than that for recipients on the cash assistance
programs.

benefits for the aged, and supplementary health insurance
benefits for the aged) established by the bill, provide-

(A) For meeting the full cost of any deductible
imposed with respect to any such individual under
such hospital insurance benefits program; and

(B) Where, under the plan, all of a deductible, cost
sharing, orsimilar charge imposed with respect to any
such individual under the supplementary health in-
surance benefits program is not met, the portion which
is met shall be determined on a basis reasonably
related (as determined in accordance with standards
approved by the Secretary and included in the plan)
to such individual's income or to his income and
resources.
(10) If benefits are provided for the medically indigent

aged similar provision must be made for the medically
indigent blind, disabled, and dependent children and
their parents. Benefits and eligibility standards must
be comparable between groups. The benefits provided
to the medically indigent cannot be greater than those
provided to the cash recipients.

(11) Safeguards must be provided to insure determi-
nation of eligibility and provision of services be adminis-
tratively simple and in the best interest of recipients.(12) Provide for entering into cooperative arrange-
ments with the State agencies responsible for adminis-
tering of health services and vocational rehabilitation
services, looking toward maximum utilization of such
services in the provision of medical assistance under theplan.
p(13) Provides for the reasonable cost (as determined
m accordance with standards approved by the Secretary
and included in the plan) of inpatient hospital services
provided under the plan.

Same as existing law.

Federal participation in medical vendor payments
will cease after une 30, 1967 (or upon the States
implementation of the new program, if earlier), as to
all existing titles (I, IV, X, XIV, and XVI).

If a State program covers the medically indigent
aged (MAA) it must provide similar benefits in
amount and scope to comparably medically indigent
individuals who would, if in financial need, be in the
other categories of assistance. The amount and scope
of medical assistance for recipients of cash assistance
under any of the programs cannot be less than that
provided for the medically indigent. The amount
and scope of medical assistance available must be
comparable as to recipients on all cash assistance
programs.



COMPARISON SHOWING EXISTING LAW AND CHANGES MADE BY H.R. 6675-Continued

0. NIX3UMO 0' OF -MXLB Pmaax--continued

item IExisting law IH.R. 8675

&Effect on other public assistance pro.
grams--Continued

(a) Medical vendor program con-
tent and scopeZ-Continued

(b) Matching formula-vendor
medical payments.

No specific medical care benefits required as a con-
dition of Federal participation.

There are various formulas which determine the
extent of Federal participation:

Aid to families with dependent children (title
IV).-Medcal payments and cash assistance on?-
bined in one formula with Federal participation
limited to an average monthly expenditure of $30
per child or adult recipient.

Effective July 1, 1967, the States could not exclude
any person who has not attained age 21 and who would
be considered a dependent child except for the age and
school attendance requirements under the State's aid to
families with dependent children plan. Moreover, for
matching purposes dependent children and adult care
takers could be included even though they did not meet
the State plan requirement for need and age, if they are
otherwise qualified for cash payments under the aid to
families with dependent children program.

The Secretary of Health, Education, and Welfare
shall not authorize matching unless the State makes a
satisfactory showing that it is making efforts in the
direction of broadening the scope of the care and serv-
ices made available under the plan and in the direction
of liberalizing the eligibility requirements for medical
assistance, with a view toward furnishing by July 1,
1975, comprehensive care and services to substantially
all individuals who rieet the plan's eligibility standards
with respect to income and resources, including services
to enable such individuals to attain or retain inde-
pendence or self-care.

Provides that no lien may be imposed against the
property of individual prior to his death, and that as
to recipients under age 65 years of age there shall be no
recovery or adjustment as to any medical assistance
correctly paid.

After July 1, 1967, benefits for new medical program
must include at least following five services:

(1) inpatient hospital services;
(2) outpatient hospital services;
(3) other laboratory and X-ray services;
(4) skilled nursing home services;
(5) physician's services whether furnished in the

office, the patient's home, a hospital, a skilled nursing
home, or elsewhere.
Other services are optional (See page 15.)
The State plan must provide for the payment of

reasonable costs of inpatient hospital services as is done
for MAA group.

As to all categories of recipients, provides Federal
participation as described on page 16 (varies from 50
to 83 percent). Like MAA, there is no maximum on
the amount which the Federal Government would
share in.



Aid to blind (title X) and aid to permanently and
taly ditabkd (title XIV).-Medical payment and
cash assistance combined in one formula as to each
program with Federal participation limited to an
average monthly expenditure of $70 per recipient.

Old-a. assistance (tide I).-A separate medical
payments formula which is applicable to $15 of ex-
penditures above the $70 average monthly partici-
pation limit or to $15 of expenditures within the $70
limit.
For States with average monthly payments over

$70, the Federal Government participates in the ex-
penditures in excess of that amount except that such
participation is limited to the amount of the average
vendor medical payment with a maximum of $15.
The Federal share in the excess expenditure is the
"Federal medical percentage" for the State. which
ranges from 50 to 80 percent under a formula based on
per capita income. (See page 16.)

For States with average monthly payments of $70
or less, the additional Federal share in average ven-
dor medical payments up to $15 is an additional 15
percent over the "Federal percentage"* (which
ranges from 50 percent to 65 percent based on percap~ita income).This percentage, when added to the usual "Federal

percentage," results in a total Federal share of from
65 to 80 percent. The additional Federal share of
15 percent also is available to States with average
monthly payments over $70 when it is advantageous to
to them as an alternative to the method described in
the preceding paragraph.

Combined program for aged, blind, and disabled
(title X VI).-As of December 1, 1964, some 14 juris-
dictions had combined programs for the adult cate-
gories. The Federal participation as to this pro-
gram is the same as for OAA.

The "Federal percentage" determines the amount of Federal participation as to the amount of average payments between $35 and $70 for the adult pro.
grams ($17 to $30 for AFDC).

III



PUBLIC ASSISTANCE
1. INCREASE IN FEDERAL MATCHING FORMULA

Item Existing law H.R. 6675

A. Payments for old-age smistanee, aid to
the blind, and aid to the permanently
and totally disabled, or the combined

blind, and disabled program
(title XVI).

Federal matching share is $29 of the first 35 (2 6 of
the first $35) with variable matching on the amount
above $35 up to a maximum of $70 per recipient per
month.

Matching for States whose per capita income is at
or above the national average is 50 percent, while for
States below the national average it varies up to 65
percent.

The "Federal percentages" as promulgated for the
period July 1, 1963, through June 30, 1965, are as
follows: deral

State: Prd&W
Alabama ------------------- _ ---------- 65.00
Alaska ------------------------------- 50.00
Arizona ------------------------------ 58.75
Arkansas ------------------------ 65.00
California ------------------------ 50.00
Colorado ----------------------------- 50.00
Connecticut -------------------------. 50.00
Delaware ----------------------------- 50.00
District of Columbia ------------------ 50.00
Florida ------------------------------- 60.69
Georgia ------------------------------ 65.00
Hawaii ------------------------------- 50.00
Idaho -------------------------------- 65.00
Illinois ------------------------------- 50.0
Indiana ------------------------------ 52.06
Iowa --------------------------------- 57.63
Kansas -------------------------------- 56.63
Kentucky ---------------------------- 65.00
Louisiana ----------------------------- 65.00
Maine ------------------------------- 65.00
Maryland ---------------------------- 50.00
Massachusetts -------------------- 50.00
Michigan ----------------------------- 50.00
Minnesota -------------------------- 56.42
Mississippi ..------------------------- 65.00
Missouri ------------------------- 50.45
Montana ----------------------------- 59.69
Nebraska ----------------------------- 55. 10
Nevada ------------------------------ 50.00
New Hampshire ------------------------ 56.38
New Jersey --------------------------. 50.00
New Mexico -------------------------- 65.00
New York ---------------------------- 56.00
North Carolina ------------------------ 65.00
North Dakota ------------------------ 65.00
Ohio --------------------------------- 50.00
Oklahoma ---------------------------- 65.00
Oregon -------------------------------- 0. 00

EffectivevJanuary 1, 1988, the Federal matching
share will be increased to $31 out of the first $37 (8* o3
the flrstI37) with variable matching on the amount
above $37 up to a maximum of $75 per recipient per
month.

No change.



I
Pennsylvania ------------------------- 50.00
Rhode Island. 50 00
South Carolina ............... --------- 65.00
South Dakota ------------------------- 65.00
Tennessee ---------------------------- 65. 00
Texas -------------------------------- 61.45
Utah --------------------------------- 62.28
Vermont ----------------------------- 64. 75
Virginia- _* ---------------------------- 65.00
Washington -------------------------- 50.00
West Virginia ------------------------ 00
Wisconsin --------------------------- 52. 50
W yo ing _ ............................. 50. 00

(27 F..9185)
Vendor medicalpaymenis.-For ol-age assistance anti

for the combinedl aged, blind, and disabled program
there is additional Federal matching as to medical
vendor payments (i.e., payments directly to the
providers of medical services) with respect to State
expenditures for medical or remedial care, the larger
of the following alternatives:

"Federal medical percentage" of vendor pay-
ment expenditures that are above $70 per month,
up to $15 per recipient per month.
or

15 percent of vendor payment expenditures, up to
$15 per recipient per month.
The "Federal medical percentage" is dependent on

the relationship between State per capita income and
the national per capita income. The percentage ranges
from 50 percent for States at or above the national
average to 84) percent for States with the lowest
income.

For States with average monthly payments over $70,
the Federal Government participates at the rate of the
"Federal medical percentage" in the expenditures over
$70 except that such participation is limited to the
amount of the average vendor medical payment up to
$15 per recipient per month.

For tats with average monthly payments of
$70 per month or less, the Federal share in average
vendor medical payments up to $15 per recipient
per month is an additional 15 percentage points
over and above the "Federal percentage' used to
compute the Federal share of money payments.

Provision is also made that a State with an
average payment over $70 per month can never
receive less in additional Federal funds in respect
to such medical service costs than if it had an aver-
age payment of $70 per month.
Permits Federal matching of State expenditures

under all four public assistance programs for medical
or remedial care furnished within 3 months before the
month in which a person applies for assistance.

For those States which adopt the optional com-
bined aged, blind, and disabled program the addi-
tional $15 matching for medical vendor payments iN
applicable to the blind and disabled recipient under
the combined program.

Formula also changed to reflect new
maximum on assistance payments of $75.

matching

Formula is restated so that amounts in which the
Federal Government participates at the "Federal
medical percentage" are counted before those in which
participation is at this "Federal percentage."

No change but vendor medical provision will expire
on July 1, 1967, and will be covered in new title XIX.



PUBLIC ASSISTANCE-Continued

1. INCREASE IN FEDERAL MATCHING FORMULA-Continued

Item Existing law H.R. 6675

B. Payments for aid to
pendent children.

families with de-

C. Special formula for Puerto Rico, Virgin
Islands, and Guam:

1. Matching formula ...........

2. Dollar limitation .............

D. Pass along provision ------------------

For money and medical vendor payments the Federal
share is $14 out of the first $17 ($7 of the first $17) per
recipient per month with variable matching on the
amount above $17 up to a maximum of $30 per re-
cipient per month. Variable matching for the.States
is at the same percentages as old-age assistance money
payment matching.

Federal matching on a 50-50 basis on both money
and vendor medical payments up to a maximum of
$37.50 a month times the number of re-ipients on the
old-age, blind, and disabled program with a maximum
of $18 a month times the number of recipients on the
aid to dependent children program.

Additional matching for vendor medical expenditures
is available for up to $7.50 per month per recipient on
old-age assistance and combined adult program rather
than the additional $15 per month per recipient 'which
applies to the States and the District of Columbia.

Total Federal payments for all 4 public assistance
programs may not exceed-
Puerto Rico --------------------- $9,800,000
Virgin Islands ------------------------ 330,000
Guam ------------------------------- 450,000

In each case a portion of these amounts is only avail-
able if used to provide additional medical vendor pay-
ments on behalf of assistance recipients:
Puerto Rico --------------------------- $625:000
Virgin Islands -------------------------- 18,750
Guam --------------------------------- 25,000

Federal payments for programs of medical assistance
for the aged are excepted from dollar limitation pro-
vision.

No provision in existing law to insure that public
assistance recipients receive higher payments because
of legislation liberalizing the Federal matching formula.

Effective January 1, 1966, the Federal matchiug share
would be increased to $15 out of the first $18 (6 of the
first $18) with variable matching on the amount above
$18 up to a maximum of $32 per month per recipient.

No change.

Provision will expire June 30, 1967.

No change.

Deletes required earmarking for medical vendor
payments.

Federal matching for any State for any quarter shall
be reduced to the extent that the excess of the Federal
matching for such quarter over the corresponding
quarter or the average Federal matching for quarters
in fiscal 1964 or 1965 is greater than the excess of total
Federal, State, and local expenditures for the quarter
over the corresponding quarter or the average Federal
State, and local total expenditures for quarters in
fiscail:1964 or 1965.
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E. Consideration of income in determina-
tion of need.

I. Consideration of earnings in
old-age assistance and aged
in combined program (title
XVI).

2. Disregarding OABDI benefit
increase, and child's benefit
beyond age 18, to extent at-
tributable to retroactive ef-
fective date.

In determining the need of an aged recipient, a State
may, after Dee. 31, 1962, disregard a portion of earned
income. Of the first $50 per month, the State may
disregard up to the first $10 completely, plus % of the
remainder.

No provision in past legislation to exempt OASDI
benefit increases from public assistance income con-
siderations.

In determining need of an aged recipient, a State may,
after Dec. 31, 1965, disregard an additional portion of
earned income. Of the first $80 per month, the State
may disregard the first $20 completely, plus % of the
remainder.

Would allow a State to disregard the retroactive por-
tion (January 1965) of the 7 percent benefit increase or
the child benefit for children over 18 in school in deter-
mining need of the aged, blind, disabled, or families
with dependent children.

H. MENTAL AND TB EXCLUSION

A. Old-age assistance and aged individ-
ual in combined program (title XVI).

B. Aid to blind and disabled ------------

C. Medical assistance for the aged .......

Federal matching is available as to cash and vendor
payment, but dges not include--

(1) Cash or vendor payments on behalf of an in-
mate of a public institution (except a,; a patient in
medical institution) or any individual who ii a patient
in an institution for tuberculosis or mental dise.aes;
or

(2) Any cash payments to any individual who has
been diagnosed a.s having tuberculosis or psychosis
and is a patient in a medical institution as a rtult
thereof;

(3) Vendor payments on behalf of any individual
who is a patient in a medical institution as a result
of a diagnosis of tuberculosis or psychosis with respect
to any period after the individual has been a patient
in such an institution for 42 days.
Federal matching is available as to cash and vendor

payment, but does not include-
(1) Cash or vendor payments on beilf of an in-

mate of a public instititt ion (exce-pt as a patient in
medical iistitution) or any individual who is a
patient in an institutioti for tuberculosis tor mental
disea.wses; or

(2) Any cash or vendor payments to any inlividlial
who has Ixen diagnosed as having tubercilosis or
psychosis and is a patient in a medical institution as
a result thereof;

Federal matching is available as to vendor pay-
ments but does not include-

(1) Payments on behalf of an inmate of a public
institution (except as a patient in a medical institu-
tion) or any individual who is a patient in an insti-
tution for tuberculosis or mental diseases, or

(2) On behalf of any individual who is a patient in
a medical institution as a result of a diagnosis of tu-
berculosis or psychosis with respect to any period
after the individual has been a patient in such an
institution for 42 days.

(I) Deletes, tuberculosis and mentl exclusion for
individuals age 65 or over; retains exclusion as to pay-
ments to inmates of a public institution (except as a
patient in a mental institution).

(2) Deletes tuberculosis and mental exclusion.

(3) Deletes tuberculosis and mental exclusion entirely

(1) No change.

(2) Deletes tuberculosis and mental exclusion.

(1) Deletes tuberculosis and mental exclusion; re-
tains exclusion as to payments to inmates of a public
institution (except as a patient in a mental institution).

(2) Deletes tuberculosis and mental exclusion en-
tirely.



PUBLIC ASSISTANCE--Continued
11. Mental and TB exclusion-Continued

Item Existing law

D. State plan requirements ----------- I No provision.

E. Pas along provision ................ No provision.

H.L 6675

As to old-age assistance medical assistance for the
aged, combined pro am (title XVI) or new medical
assistance program (title XIX) adds requirement that
if State plan includes cash payment or vendor payments
to persons in mental or tuberculosis institutions it must-

(1) Provide for having in effect arrangements with
the State mental health or tuberculosis authority or
authorities, and, where appropriate, with such insti-
stutions, including arrangements for joint planning,
development of alternate methods of care, asmurance
of immediate readmittance to institutions where
needed for individuals under alternate plans of care,
allowing access to patients and facilities, furnishing
information, and making reports, as may be necessary
to enable the State agency to carry out its responsi-
bilities under the State plan;

(2) Provide for an individual plan for each patient
to assure that the institutional care provided to him
is in his best interests, including, to that end, assur-
ances that there will be initial and periodic review of
his medical and other needs, that he will be given
appropriate medical treatment within the institution,
and that there will be periodic determination of his
need for continued treatment in the institution;

(3) Provide for the development of alternate plans
of care, making maximum utilization of available
resources, for recipients who would otherwise need
care in such institutions, including appropriate med-
ical treatment and other assistance, for rehabilitation
services which are appropriate for such, and for
methods of administration necessary to assure that
these provisions will be effectively carried out; and

(4) Provide methods of determining the reasonable
cost of institutional care for such patients.
And, if the State elects to provide vendor or cash

payments to patients in public institutions for mental
diseases, it must be shown that the State is making
satisfactory progress toward developing a comprehensive
mental health program, including provision for utiliza-
tion of community mental health centers, nursing homes,
and other alternatives to institutional care.

Federal matching for any State for any quarter which
is attributable to State or local expenditures with re-
spect to patients in institutions for tuberculosis or
mental diseases shall only be paid to extent that the
State makes a showing satisfactory to the Secretary
that it has increased Federal, State, and local expendi-
tures for mental health services under public health and
public welfare programs in the State over the average
of such expenditures for quarters in fiscal year 1965.



HI. PROTECTIVE PAYMENTS

A. Protective payments under old-age as-
sistance and the combined program
(title XVI).

Federal financial participation as to money payments
to needy persons or their legal guardians has been au-
thorized since 1935. Vendor payments, made directly
to the suppliers of medical services on behalf of recipi-
ents have been authorized by the 1950 amendments.
Since 1958, payments have been authorized to be made
to another person who is judicially appointed for the
purpose of receiving and managing such assistance
payments (whether or not he is such individual's legal
representative for other purposes).

Authorizes protective payments to be made to a per-
son who is interested in or concerned with the welfare of
the needy person under a State plan which provides for-

(1) Determination by the State agency that pay-ments in this form are necessary because the needy
person has, by reason of his phical or mental condi-
tion, such inability to nage funds that making cash
payments to him would be contrary to his welfare;

(2) Special efforts to protect the welfare and im-
prove the ability of the needy individual to manage

(3) Periodic review of the situation to determine
whether such payments to an interested person are
still necessary--and seeking judicial appointment of a
guardian or legal representative if and when such
action will serve the interests of such neddy indi-
vidual; and

(4) Opportunity for a fair hearing before the State
agency on the determination that payments to an
interested person are necessary.

(5) Payments which together with other income
meet the individual's need in full.

IV. OTHER CHANGES

A. Definition of medical assistance for the
aged.

B. Exemption of earnings
poverty program.

under the

C. Administrative and Judicial Review of
Administrative Actions:

(1) Initial approval of State plan...

The term "medical assistance for the aged" means
payments of part or all of the cost of care and services
(if provided in or after the 3d month before the month
in which the recipient makes application for assistance)
for individuals 65 years of age or older who are not
recipients of old-age assistance but whose income and
resources are insufficient to meet all of the cost of
medical services.

The Economic Opportunity Act of 1964 provides
that certain amounts of income derived under titles
I and II of that act may not be taken into account
by State public assistance programs after June 30,
1965.

No explicit authority for review of Secretary's dis-
approval of a plan which is submitted by a State.

Eliminates restriction upon Federal matching for
recipients of old-age assistance for month they are ad-
mitted effective July 1, 1965, or discharged from a
medical institution.

Provides a further grace period for State compliance
with this provision so that no funds will be withheld
before the 1st month after the adjournment of a State's
first regular legislative session which adjourns after
the date of the enactment of the Economic Opportunity
Act (Aug. 20, 1964).

Sets up specific statutory procedures for review oiadministrative determinations: When a State submits anew plan under one of the public assistance titles, the
Secretary shall make a determination within 90 days asto whether the proposal meets the applicable require-
ments for approval. This period may be extended by
written agreement of the Secretary and the State. If
the State is dissatisfied with the Secretary's determina-
tion, It may, within 60 days, petition for a resonider-
ation. The Secretary shall then set a time and place
for a hearing, to begin from 20 to 60 days after the date
notice of the hearing is furnished to the State, unless the

I I

I



PUBLIC ASSISTANCE-Contiued
IV. OTHRE CHANG8-CenUased

Item Existing law H.. 6675

C. Administrative and Judicial Review of
Administrative Aetion--Continued

(1) Initial~rproval of State plan-

(2) Subsequent noncomplance....

(3) Audit exceptions (disallowance
of specific items for Federal
participation).

Under all public assistance titles the Secretary shall
give reasonable notice and opportunity for hearing to a
State prior to discontinuing payments under a pre-
viously approved State plan because of his finding
that the plan has been so changed that it no longer
complies with certain requirements of the law.

No specific authority for review of Secretary's dis-
allowances.

Secretary and the State agree in writing upon another
time. Within 60 days f the conclusion of theh
the Secretary shall rm, modify, or reverse his ori
determination. If the State is dissatisfied with this
final determination, it may, within 60 days, appeal to
the U.S. court of appeals. In the judicial proceedings
the findings of fact by the Secretary shall be conclusive,
unless substantially contrary to the weight of the
evidence; if good cause is shown for taking further
evidence, the court may remand the case to the See-
retary for this purpose. The court may affirm the
action of the Secretary or set it aside, in whole or in
pr. The court's judgment shall be subject to review
by the Supreme Court of the United States upon cer-
tiorari or certification.

The foregoing procedures are also applicable, at the
option of the State, upon submittal of any amendmentofan. approved State plan.

The -ill further provides that action pursuant to an
initial determinttion of the Secretary, as therein
described, shall not be stayed pending reconsideration.
If the Secretary subsequently determines that his initial
determination was incorrect, he shall pay forthwith in
a lump sum any amounts, not otherwise already paid,
which are payable to the State in accordance with the
corrected determination of the Secretary on the bas
of the expenditures made by the State.

Makes final determination of the Secretary Pubject
to judicial review in the same manner as outlined above.

Provides that whenever the Secretary determines
that there shall be a disallowance the State shall be
be entitled, on request, to an administrative reconsidera-
tion of the decision.

Effective as to determinations made after December
31, 1985.



MATERNAL AND CHILD HEALTH SERVICES

(Title V of Social Security Act)

Item Existing law H.R. 6675

L Increan in authorisat n------------ $40,000,SO0 for the fiscal year ending June 30, 1966. $45,000,000 for the fiscal year ending June 30, 1966.$40,000,000 for the fiscal year ending June 30, 1967. $S0,000, for the fiscal year ending June 30, 1967.$45,000,000 for the fiscal year ending June 30, 1968 $55,000,000 for the fiscal year ending June 30, 1968and 1969. and 1969.$50,000,000 for the fiscal year ending June 30, 1970 $60,000,000 for the fiscal year ending June 30, 1970.and for each fiscal year thereafter.II. Provision for extension of services to No provision. Requirement that after June 30, 1966, a State makeadditional parts of State. a satisfactory showing that it is extending the provision
of maternal and child health services with a view tomaking services available by July 1, 1975, to children
in all parts of the State.II. Payment of reasonable cost of in- No provision. Requires effective July 1, 1967, payment of reason-patient hospital services. able cost (as determined in accordance with standards
approved by the Secretary and included in maternaland child health services plans of inpatient hospital
care).



CRIPPLED CHILDREN'S SERVICES
(Title V of Social Security Act)

Item I Existing law H.R. 6675

I. Increase in authorization ...........

II. Provision for extension of services to
additional parts of State.

I1. Authorization for grants to institu-
tions of higher learning for training
of professional personnel.

IV. Payment of reasonable cost of in-
patient hospital services.

$40,000,000 for the fiscal year ending June 30, 1988.
$40,000,001 for the fiscal year ending June 30, 1967.
$45,000,000 for the fiscal year ending June 30, 198

and 1969.
850,004,000 for the fiscal year ending June 30, 1970

and for each fiscal year thereafter.
No provision.

No explicit provision.

No provision.

$45,000,000 for the fiscal year ending June 30, 1966.
$50,000,000 for the fiscal year ending June 30, 1967.
$55,000,000 for the fiscal year ending June 30, 1968

and 1969.
$60,000,000 for the fiscal year ending June 30, 1970.

Requirement that after June 30, 1966, a State make a
satisfactory showing that it is extending the provision
of Crippled Children's Services with a view to making
services available by July 1, 1975, the children in al
parts of the State.

Authorization of $5,000,000 for fiscal year ending
June 30, 1967, $10,000,000 for fiscal year ending June
30, 1968, and $17,500,000 for each fiscal year thereafter
for grants to institutions of higher learning for training
professional personnel for health and related care of
crippled children particularly mentally retarded chil-
dren and children with multiple handicaps.

Requires effective July 1, 1967, payment of reason-
able cost (as determinedin accordance with standards
approved by the Secretary and included in Crippled
Children's Services plans of inpatient hospital care).



SPECIAL PROJECT GRANTS FOR HEALTH OF SCHOOL AND PRESCHOOL CHILDREN

(Title V of Social Security Act)

Item Existing law H. I. 6675

L Authorization .. . .----------------- No provslon ----------------------------------- Authorization of $15,000,000 for the fiscal year ending
June 30, 1988, $35,000,000 for the fiscal year endingJune 30, 1967, and annual increases in the authorization
of $5,000,000 each fiscal year thereafter through the fiscal
year ending June 30, 1970, for project grants to the State
health agency or with its consent the health agency of
any political subdivision of the State, to the State agency
administering or supervising the administration of the
State crippled children's program, to schools of medicine,
and to teaching hospitals affiliated with medical schools
to pay not to exceed 75 percent of the cost of projects of a
com rehensive nature for health care and series for
children of school age and preschool children. To be
comprehensive in nature projects for children and youth
of school age must include screening, diagnosis, pre-
ventive services, treatment, correction of defects, and
aftercare. Projects must provide for (1) coordination
with and utilization of other State and local health,
welfare, and education programs for such children; (2)payment of reasonable cost of inpatient hospital services; CO
(3) treatment, correction of defects, or aftercare to be
available only to children who would not otherwise
receive it because they are from low-income families or
for other reasons beyond their control; and (4) inclusion
of such screening. diagnosis, preventive services, treat-
ment, correction of defects, and aftercare, medical or
dental, as required by the Secretary. The Secretary isrequired to make a full report before July 1, 1969, of the
administration of these project grants for the health care
of school and preschool children with his evaluation andrecommendations as to continuation or modification of
the program.



GRANTS FOR MENTAL RETARDATION PLANNING

(Title XVII of Social Security Act)

Item Existing law H.R. 6675

1. Authorization-------- ----- 52A200 000 was authorized for grants during fscal Authorizes $2,750,000 for fiscal 1968 and fiscal 1967.
1964 and fiscal 1965. Sums appropriated during fiscal 1966 are for grants

during that year and the 2 succeeding fiscal years.
8ums appropriated in fiscal 1967 are also available until
June 30, 1968.

is,



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE

(Title II of the Social Security Act)
L COVERAGE

Item Existing law H.R. 6675

A. Self-employed ------------------------

1. Professional groups ............

2. Ministers ---------------------

3. Farm opera tors -

. Covers all self-employed if they have net earnings
from self-employment of $400 a year except that certain
types of income, including dividends, interest, sale of
capital assets, and rentals from real estate (including
certain rentals paid in crop shares--see item 3, "Farm
operators") are not covered unless received by dealers
in real estate and securities in the course of business
dealings.

Covers all professional groups except physicians.

Covers duly ordained, commissioned or licensed min-
islers, Christian Science practitioners, and members
of religious orders (other than those who have taken
a vow of poverty) serving in the United States, and
those serving outside the country who are citizens
and either working for U.S. employers or serving a
congregation predominantly made up of U.S. citizens.
Coverage is available under the self-employment
coverage provisions on an individual voluntary basis
regardless of whether they are employees or self-em-
po ed.

Covers farm operators on the same basis as other
self-employed persons except that farm operators whose
annual gross earnings are $1,800 or less can report
either their actual net earnings or 66% percent of their
grows earnings.

Farmers whose annual gross earnings are over $1,800
report their actual net earnings if over $1,200, but
if actual net earnings are less than $1,200, they may
report $1,200.

Permits exemption from the social security self-
employment tax of individuals who have conscientious
objections to insurance (including social security) by
reason of their adherence to the established tenets or
teachings of a religious sect (or division thereof) of which
they are members. The exemption could be granted
with respect to taxable years beginning after Dec. 31,
1950.

The sect (or division thereof) must be one that has
been in existence at all times since Dee. 31, 1950, and has
for a substantial period of time been making reasonable
provision for its dependent members. Before an indi-
vidual could be granted exemption he would be required
to waive all benefits and other payments under any in-
surance system established by the Social Security Act
on the basis of his own earnings as well as all such
,benefits and other payments to him based on the earn-
ings of any other person. The exemption could not be
granted to any person who has been entitled to social
security benefits, or to one whose earnings have pro-
vided the basis for entitlement to social security benefits
for any other person.

Covers physicians. Effective for taxable years end-ing after De. 31, 1965.
No change.

Modifies exception so that farm operators whose
annual gross earnings are $2,400 or less can report
either their actual net earnings or 66, percent of theirgross earnings. Farmers whose gros earnings are over
$2,400 report actual net earnings if over $1,600, but if
actual net is less than $1,600, they may report-either
actual net earnings or $1,600. Effective as to taxable
years beginning after Dec. 31, 1965.



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act-Continued
I. COVERAGE-Continued

Item Existing law H.R. 6675

A. Self-employed-Continued
3. Farm operators-Continued -

4. Public officials ----------------

5. Newspaper vendors ------------

B. Employees --------------------------

1. Agricultural workers ----------

2. Domestic workers ............

3. Casual labor ...............

Rentals from real estate are not creditable as self-
employment earnings, but if landlord under arrange-
ments with tenant or share farmer participates ma-
terially in the production of, or in the management
of, the crops or livestock on his land, the income is
covered.

Ezdude individuals performing functions of public
officials.

Covers individuals over 18 who buy newspapers and
magazines at one price and sell them at another re-
gardless of whether they are guaranteed minimum
compensation or may return unsold papers and
magazines.

Covers employees including certain agent or commis-
sion drivers, life insurance salesmen, homeworkers,
traveling salesmen, and officers of corporations regard-
less of the common-law definition of employee.

Covers agricultural workers who either (1) are paid
$150 or more in cash wages in a calendar year by an em-
ployer or (2) perform agricultural labor for an em-
ployer on 20 days or more during the calendar year.
Workers who are recruited and paid by a crew leader
shall be deemed to be employees of the crew leader if
such crew leader is niot, by written agreement, desig-
nated to be an employee of the owner or tenant and
if such crew leader is customarily engaged in recruit-
ing and supplying individuals t0per form agricultural
labor; under such circumstances the crew leader shall
be deemed to be self-employed.

And ezrludes:
a. Mexican contract workers.
b. Workers lawfully admitted to the United States

from the Bahamas, Jamaica, and other islands in the
British West Indies or from any other foreign country
or its possessions, on a temporary basis to perform
agricultural labor.
Coves persons performing domestic service in private

nonfarm homes if they receive $50 or more during a
calendar quarter from 1 employer. Noncash remuner-
ation is excluded.

F&cudes students performing domestic service in
clubs or fraternities if enrolled and regularly attending
classes at school, college, or university.

Covers cash remuneration for service not in the course
of the employer's trade or business if the remunera-
tion is $50 or more from 1 employer during a calendar
quarter.

No change.

No change.

No change.

No change.

No change.

No change.



Tips received by employees are generally not counted
as wages. While employees' tips are not mentioned
in the law, regulations exclude from wages tips paid
directly to an employee, and not accounted for by the
employee to the employer.

4. Cash tips ................... Tips covered for social security. Tips which an em-
ployee receives on his own behalf in the course of his
employment for an employer, whether the tips are
reeived directly from a customer or through the em-
ployer are specifically covered as wages. However,
cash tips of less than $20 received by an employee in a
calendar month in the course of his employment for 1
employer and all noncash tips are excluded.

Employee obligalion. An employee who, in a month
gets tips that are wages for social security is require
to furnish to his employer a written report of his tips
at least once a month. Tips are considered reported
only if they are included in a written statement furnished
to the employer on or before the 10th day following
the month in which the tips are received, and only to
the extent that the employer has in his possession
within the same time limit wages or money iven to
him by the employee to cover the employee s social
security tax. Covered tips are deemed paid to employee
by employer when reported or, if not reported, when
received. If an employee fails to report to the employer
some or all of his covered tips, he is required to pay
both the employee tax on the unreported tips and an
additional amount equal to the employee tax. The
additional tax is waived if the failure to report is due
to reasonable cause and not due to willful neglect.

Employer obligation. The employer is responsible for
the employee's social security tax. paying the em-
ployer's share of the tax, and including the tips in his
quarterly social security report of wages and on his
tax withholding statement to the employee only with
respect to tips which an employee includes in a written
statement furnihed to the employer on or before the
10th day following the month the tips are received,
and only to the extent that he can collect the employee
tax, before the close of the 10th day following the month
in which the tips are received, from unpaid wages (not
including tips) or from funds turned over to the employer
for that purpose.

An employer can obtain statements from the employee
at other times before the 10th day following the month in
which the tips are received, in accordance with regula-
tions prescribed by the Secretary of the Treasury. An
employer who is furnished a written statement of tips
received in a month before the 10th day following the
month in which the tips were received is authorized to
deduct the employee's tax on the tips included in the
statement from the employee's unpaid wages (not includ-
ing tips) even thoug at the time the statement is
furnished the total amount of the tips reported as
received in the month in the course of his employment
by the employer is less than $20.

The employer is permitted to withhold the employee's
share of the social security tax from current wages on
the basis of an estimated amount of tips and to adjust
the amount withheld at the end of each quarter to
conform to the amount actually due on the basis of the



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title H of the Social Security Act-Continued
I. COVERAGE-Continued

Item Existing law H.R. 6675

B. Employees-Continued
4. Cash tips-Continued

5. State and locally government,
employees.

Covers employees of State and local governments
provided the individual State enters into an agreement
with the Federal Government to provide such coverage,
with the following special provisions:

a. States have the option of covering or excluding
employees in any class of elective position, part-
time position,. fee-basis position, or performing
emergency services.

b. &cdudes the services of the following persons,
specifying that they cannot be included in a State
agreement and cannot, therefore, be covered:

(1) Employees on work relief projects;
(2) Patients and inmates of institutions who

are employed by such institutions
(3) Services of the types whici would be ex-

cluded by the general coverage provisions of the
law if they were performed for a private employer,
except that agricultural and student services in
this category may be covered at the option of the
State.
c. Employees who are in positions covered under

an existing State or local retirement system may
be covered under State agreements only if a referen-
dum is held by a secret written ballot, after not less
than 90 days' notice, and if the majority of eligible
employees under the retirement system vote in
favor of coverage. However, employees in police-
men and firemen positions under a State and local

employee's written statement of his tips. (This pro-
vision permits the employer to gear the new reporting
procedure into his usual payroll procedure.)

Tips subjct to income tax withholding. In general,
tips that are covered as wages for social security are
subject to income tax withholding.

The employer is liable for withholding income tax on
only those tips that are included in a written statement
furnished to him by the employee on or before the 10th
day following the month in which the tips are received
and then only to the extent that he could collect the
tax, at or after the time the statement is furnished and
before the close of the calendar year in which the tips
are received, from unpaid wages (not including tips),
or from funds turned over to him for that purpose,
remaining after the employee social security tax due
on the tips is subtracted.

Effective date: Applicable to tips received by em-
ployees after 1965.

No change.

No change.

No cl:anvc.



retirement system cannot be coveied in the agree.-
ment. The Governor of a State or his delegate
must certify that certain Social Security Act re-
quirements under the referendum procedure have
been properly carried out. In most States, all
members of a retirement system (with minor excep-
tions) must be covered if any members are covered.

Employees of any institution of higher learning
(including a junior college or a teachers' college and
employees of a municipal or county hospital) under a
retirement system can, if the State so desires, be
covered as a separate coverage group, and I or more
political subdivisions may be considered as a separate
coverage group even though its employees are under
a statewide retirement system.

In addition, employees whose positions are covered
by a retirement system but who are not themselves
eligible for membership in the system could be
covered without a referendum. Employees who are
members or who have an option to join more than 1
State or local retirement system cannot be covered
unless all such retirement systems are covered.

Individuals in positions under retirement systems
on Sept. 1, 1954, are precluded from obtaining cover-
age under the nonretirement system coverage pro-
visions.

The 1960 amendments permit California to cover,
before 1962, persons employed by a hospital in 1957,
1958, or 1959 in positions removed, after Sept. 1,
1954 and before 1960, from retirement system cover-
age for whom social security taxes were erroneously
paid. Hospital employment before 1960 on which
taxes were paid and subsequent hospital employ-
ment of such persons could be covered.
Exception. to general law concerning coverage in named

States:
(1) SpliL-system proviions.-Authorizes California,

Connecticut, Florida, Georg Hawaii, Massachu-
setts, Minnesota, Nevada,ew Mexico, New York,
North Dakota, Pennsylvania, Rhode Island, Tennes-
see, Texas, Vermont, Washington, and Wisconsin,
and all interstate instrumentalities, at their option,
to extend coverage to the members of a State retire-
ment system by dividing such a system into 2 divi-
sions, 1 to be composed of those persons who desire
coverage and the other of those persons who do not
wish coverage, provided that new members of the
retirement system coverage group are covered com-
pulsorily. Also authorize similar treatment of polit-
ical subdivision retirement systems of these States.

Those employees covered by a divided retirement
system who did not elect coverage in the original
agreement, may, nevertheless elect coverage until
1963, or, if later, until 2 years after the date on which
coverage was approved for the group that originally
elected coverage. Also provides that the coverage
of persons electing under this amendment would
begin on the same date as coverage became effective
for the group originally covered.

Would modify provision so that service of persons in
such positions after 1959 would also be covered. Upon
modi tion of agreement by the end of 6 months
following month of enactment, service performed on or
after Jan. 1, 1962, would be covered. Services per-
formed before Jan. 1, 1962, would be covered, if con-
tribution in the proper amount was paid prior to
date of enactment.

Adds Kentucky
upon enactment.

and Alaska to the lists Effective

Extends the time in which such employees can elect
to be covered until the end of 1966 (or, if later, the
expiration of 2 years after the date on which coverage
was approved for the group that originally elected
coverage). Effective upon enactment.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act-Continued

I. COVERAGE-Continued

Item Existing law H.R. 6675

B. EmployeeContnued
5. State and local government em-

ployees-Continued
Also provides that where an individual who has

chosen not to be covered under the divided retire-
ment system provision becomes a member of a differ-
ent retirement system group which has elected cover-
age because of the annexation of the employing
political subdivision by another political subdivision,
or through some other action taken by a political
subdivision, such individual will continue to be ex-
cluded from coverage.

(2) Policemen and fireme.-Allows the States
of Alabama, California, Florida Georgia, Hawaii,
Kansas, Maine, Maryland, New York, North
Carolina, North Dakota, Oregon, South Carolina,
South Dakota, Tennessee, Texas, Vermont, Vir-
ginia, and Washington and all interstate instru-
mentalities to make coverage available to police-
men and firemen in those States, subject to the
same conditions that apply to coverage of other
employees who are under State and local retire-
ment systems, except that where the policemen
and firemen are in a retirement system with other
classes of employees the policemen and firemen
may, at the option of the State, hold a separate
referendum and be covered as a separate group.

(3) Emplollee of unemployment compensation
system.-Authorizes Florida, Georgia, innesota
North Dakota, Pennsylvania, Washington, and
Hawaii, at their option, to cover their employees
who are paid wholly or partly from Federal funds
under the unemployment compenstion provisions
of the Social Security Act-either by themselves
or with the other employees of the department of
the State in which they are employed-after com-
plying with the referendum provisions.
d. Coverage on a compulsory basis is provided for

employees of certain publicly owned transportation
systems.

e. Effective dale of coverage agreement.-Alows agree-
ments or modifications made after 1959 to begin as
early as 5 years before the year in which an agreement
is made, but no earlier than Jan. 1, 1956. VWhere a
retirement system is covered as a single retirement
system coverage group, permits the State to provide
derent beginning dates for coverage of the employees
of different political subdivisions.

No change.

No change.

No change.

No change.



6. Employees of nonprofit organi-
zations.

7. Federal:employees ------------

Covers employees of religious, charitable, educational,
and other nonprofit organizations (which are exempt
from income tax and are described in sec. 501(o)(3)
of the Internal Revenue Code) on o voluntary basis if
the employer organization certifies that it desires to
extend coverage to its employees.

Employees may concur by signing a list or supple-
mental list which is filed within 24 months after the
quarter in which the certificate is filed. Employees
who do not concur in the filing of the certificate are not
covered ecept that all employees hired after a certificate
becomes effective are covered.

Waiver certificate may be made effective at the
option of the organization on the lot day of the quarter
in which the certificate is filed, the 1st day of the sue-
ceedin. quarter, on the 18t day of any of the 4 quarters
preceding the quarter in which the certificate is filed.

Employees of nonprofit organizations who are in
positions covered by State and local retirement systems
and are members or eligible to become members of such
systems must be treated apart from those not in such
positions. Certificates must be filed separately for
each group. All new employees who belong to a group
for which a certificate has been filed are automatically
covered, and new employees who belong to a group for
which a certificate has not been filed are not covered.

Ezdudes employees of the United States or its instru-
mentalities if-

a. they are covered by a retirement system estab-
lished by Federal law; or

b. they perform services-
(1) as the President, Vice President, or a Mem-

be-: of Congress;
(2) in the legislative branch;
(3) in a penal institution as an inmate;
(4) as certain interns, student nurses, and other

student employees of Federal hospitals;
(5) as employees on a temporary basis in dis-

aster situations;
(6) as employees not covered by the Civil Serv-

ice Retirement Act because they are subject to
another retirement system (other than the retire-
ment system of the Tennessee Valley Authority);
or
e. the instrumentality has been specifically ex-

empted by statute from the employer tax; or
d. the instrumentality was exempt from the em-

ployer tax on Dec. 31, 1950, and its employees are
covered by its retirement system.
Cotwers the following Federal employees excepted from

the exclusion in 6-d unless they are excluded on the
basis of one of the other provisions:

a. employees of a corporation which is wholly
owned by the United States;

b. employees of a national farm loan association,
a production credit association, a Federal. Reserve
bank, or a Federal credit union;

Excepts from exclusion and thereby provides coverage
to medical or dental interns or residents in training.
Effective as to services performed after 1965.

Extends coverage to employees of the District of
Columbia not covered by any retirement system
established by a law of the United States. Effective
date: amendments apply to services performed after the
quarter in which the Secretary of the Treasury receives
a certification from the District of Columbia Commis-
sioners that they desire coverage of these services.

-- mm

No change.

Permits nonprofit organizations to elect coverage as
early s the Ist day of the 20th calendar quarter pre-
ceding the quarter in which the certificate of waiver is
filed. Permits the validation of certain erroneous wage
reportingp by nonprofit organizations.

Effective upon enactment.

No change, except-

C.4CO



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act--Continued

1. COVERAGE-Continued

Item IExisting law IH.R. 6675

B. Employees-Continued
7. Federalemployees-Continued

8. Students, interns, and nurses
in schools and hospitals.

9. Newsboys ...................

10. Members of the Armed Forces.

c. employees (not compensated by funds appro-
priated by Congress) of the post exchanges of the
various armed services (including the Coast Guard)
and other similar organizations at military installa-
tions;

d. employees of a State, county, or community
committee under the Production and Marketing Ad-
ministration.
Ezdude*-

a. Students in the employ of a school, a college,
or university if enrolled and regularly attending
classes;

b. student nurses employed by a hospital or nurses
training school if enrolled and regularly attending
classes;

c. interns in the employ of a hospital if they have
completed a 4-year course in an approved medical
school.
Corve individuals 18 and over who deliver and dis-

tribute newspapers or shopping news, but covers indi-
vidual under 18 only if they deliver or distribute such
publication to points for subsequent delivery or
distribution.

Covers members of the uniformed services, after
December 1956, while on active duty (including active
duty for training), with contributions and benefits
computed on basic military pay.

Noncontributory wage credits of $160 per month
are granted, in general, for each month of active service
in the Armed Forces of the United States during the
World War II period (Sept. 16, 1940-July 24, 1947)
and during the postwar emergency period (July 25,
1947-Dec. 31, 1956).

Extends the noncontributory wage credits certain
American citizens who, prior to Dec. 9, 1941, entered
the active military or naval service of countries that,
on Sept. 16, 1940, were at war with a country with
which the United States was at war during..WorW War
II. Wage credits of $160 would be provided for each
month of such service performed after Sept. 15, 1940,
and before July 25, 1947. To qualify for such wage
credits, an individual must either have been a U.S.
citizen throughout the period of his active service or
have lost his U.S. citizenship solely because of his
entrance into such active service. He must have
resided in the United States for at least 4 years during
the 5-year period ending on the day of his entrance

No change, except-

Covered on the same basis as other employees of the
same employer, effective as to service performed after
1965.

No change.

No change.



11. Railroad employees -----------

12. Family employment ----------

13. Employees of.Communist orga-
nizations.

into such active service and must have been domiciled
in the United States on such day.

Under coordination provisions contained in the Rail-
road Retirement Act: (1) employment under both the
railroad system and the old-age and survivors insurance
system is counted for purposes of survivor benefits un-
der either system; (2) railroad employment of workers
with less than 10 years of railroad service is credited
under the Social Security Act and the benefits based on
such employment are payable under this act; and (3)
provision is made for mutual financial interchange
between the 2 systems in order to place the Old-Age
and Survivors Insurance and Disability Insurance
Trust Funds in the same position in which they would
have been if railroad service after 1936 had been
counted as social security employment.

Excludes services rendered by-
(1) One spouse for another.
(2) Child under 21 for his parents.
(3) Parents for their children, if such services are

domestic services rendered in the home of the child,
or such services are not rendered in the course of the
child's trade or business.
Excludes from coverage employees of any organiza-

tion which is registered, or against which there is a final
order of the Subversive Activities Control Board to
register, under the Internal Security Act as a Commu-
nist-action, a Communist-front, or Communist infil-
trated organization.

11. PROVISIONS RELATING TO DISABILITY

A. Nature of the provisions:
1. Benefits ----------------------

Disability "freeze" ...........

B. Eligibility requirements:
1. Definition --------------------

2. Entitlement to other benefits --

Provides monthly benefits for disabled workers meet-
ing eligibility requirements. Benefits are computed in
the same way as retirement benefits and are payable
from the Federal Disability Insurance Trust Fund.

Provides that when an individual for whom a period
of disability has been established dies, or retires, on
account of age or disability, his period of disability
will be disregarded in determining his eligibility for
benefits and his average monthly wage for benefit
computation purposes.

For benefits or for the freeze, an individual must be
precluded from engaging in any substantial gainful
activity by reason of a physical or mental impairment.
(For purposes of the freeze only, a specified degree of
blindness is presumed disabling.) The impairment
must be medically determinable and one which can be
expected to be of long-continued and indefinite dura-
tion or to result in death.

Entitlement to a benefit payable on account of old
age precludes entitlement to a disability insurance
benefit.

No change.

No change.

Eliminates the requirement that a worker's disability
must be expected to result in death or to be of long-
continued and indefinite duration. Provides that a
worker would be eligible for disability insurance benefits
if he has been totally disabled for a continuous period
of 6 full calendar months.

A person who becomes entitled before age 65 to a
benefit payable on account of old age can later become
entitled to disability insurance benefits. If prior
benefit was a reduced benefit disability insurance
benefits would be reduced to taie account of payment
made for prior months.

Arnends section (1)(q) of the Railroad Retirement
to provide that references to the Social Security Act in
the Railroad Retirement Act will be considered to be
references to the Social Security Act as amended in 1965,
so that the present RR-OASDI coordination will con-
tinue to operate in all ways with respect to the Social
Security Act as amended by the bill.

Increases the amount of social security earnings that
may be credited under the survivors provisions of the
railroad retirement program to such an amount as to
cause the combined total earnings to be as much as the
new wage and tax lase under social security-S5,600 a
year for 1966 through 1970, and $6,600 a year after 1970.

No change.

No change.



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act--Continued

I. PROVISIONS RELATING TO DISABILITY-Contnued

Item Existing law H.R. 6675

B. Eligibility requirements-Continued
3. Waiting period---------------An initial 6-month "waiting period" is required Retains the initial 6-month "waiting period" require-

before disability insurance benefits will be paid. Bene- ment. Provides for payment of disability insurance
fits are payable for 7th month. However, benefits may benefits beginning with the last month of the month
be paid for the Ist full month of liability to a worker "waiting period" rather than with the first month after
who becomes disabled within 60 months (5 years) after the 6-month "waiting period." Provides that benefits
termination of disability insurance benefits or a period may be paid without a "waiting period" upon subse-
of disability. quent disability only if applicant's prior disability

lasted at least 18 calendar months, and only if the sub-
sequent period is expected to last for at least a year or
end in death.

4. Termination of Benefits -------- Provides that benefits shall not be paid after the 2d Retains the termination provision in present law for
month following the month in which a worker's dis- cases of long-term disability (disability which lasts at
ability ceases. least 18 months). Provides, in the case of disabilities

which have lasted less than 18 months, for payment in
the month of cessation and for only I additional month's
benefits.

5. Insured status (work require- To be eligible an individual must-(l) have at least No change.
ment). 20 quarters of coverage in the 40 quarters ending with

the quarter in which the period of disability begins;
(2) be fully insured.

6. Applications ----------------- Provides that an individual must be under a dis- Eliminates the requirement that an individual must
ability when his application for a period of disability is be under a disability when his application for a period of
filed. disability is filed and substitutes instead the require-

ment that no application for a disability determination
which is filed more than 12 months after the month in
which a period of disability would end shall be accepted.
This amendment permits payment of benefits in those
cases of extended disability which terminated before an
application was filed. Payment would be made only
for months of disability which fall within the period of
retroactivity of the application.

III. BENEFIT CATEGORIES

A. Worker--old age -------------------- Full benefit payable at age 65 to fully insured retired
worker. Payable at age 62 to fully insured retired
worker, but on an actuarially reduced basis. Benefit
is reduced by % of 1 percent for each month worker is
entitled to receive a benefit before age 65--the total
reduction is 20 percent if worker begins drawing bene-
fits at age 62. The reduced amount is permanent,
continuing after worker reaches age 65.

No change.

I - I M -__ I



Reduction where individual is en-
titled to a wife's benefit and an
old-age benefit.

B. Wife or dependent husband .. d........

C. Widow, widower, or parent -----------

D. Children ------------ _ -------------

In the case where a woman is entitled to a reduced
old-age insurance benefit and at the same time or
subsequently becomes entitled to a wife's benefit, the
wife's benefit would be reduced by the dollar reduction
which was applicable to the old-age benefit, plus the
regular reduction amount on the excess of the un-
reduced wife's benefit over the unreduced old-age bene-
fit.

A similar provision is applicable to men entitled
to reduced benefit oid-age and dependent husband's benefit.

A full benefit for a wife or dependent husband is 50
percent of spouse's primary benefit.

Full benefit paid at age 65. Payable at age 62 to
a wife or dependent husband, but on an actuarially
reduced basis. Benefit is reduced by )s of 1 per-
cent for each month prior to age 65. An individual
who takes benefit at 62 receives 75 percent of full
benefit.

Full benefit payable at age 62 to widow, dependent
widower, or surviving dependent mother or father of
the insured worker.

Full benefit is 82.5 percent of deceased worker's
primary benefit (75 percent each in case of 2 parents).

A child's benefit is paid to child of the insured worker
who has died, reached retirement age, or become dis-
abled if the child is unmarried and either-

(a) Is under age 18, or
(b) Is under a disability which began before age

18.

No change.

No change.

Widows would be allowed to elect an actuarially re-
duced benefit upon attaining age 60. Benefits would be
reduced by % of Ipercent for each month she is entitled
to receive a benefit prior to age 62. Thus the reduction
for a widow who elects a benefit when she attains age 60
would be 13% percent for the 24-month period-reducing
her benefit from 82%5 percent of her husband's benefit to
71% percent of his benefit.

In the case of a widow who is entitled to an old-age
benefit in her own right, the old-age benefit will be
reduced to take into account widow a benefits paid to
her before age 62.

Effective for benefits beginning with the 2d month after
the month of enactment on the basis of applications
filed in or after month of enactment.

No change as to widowers and parents.
Changes the language relating to the 2d qualifying

alternative to conform it to the revised definition of
disability in the bill. A child will be considered to be
under a disability if the disability began before he
attained the age of 18 and lasted, or could be expected
to last, for a continuous period of at least 6 calendar
months or to result in his death.

Adds a 3d qualifying alternative:
(c) Is age 18 or over and under age 22 if he is a

full-time student.
Permits a child whose benefits have terminated

because he has attained age 18 to become reentitled
upon filing a new application if he is a full-time
student and has not attained 22.

Provision would prevent a wife, widow, or surviving
divorced mother from getting benefits if the only child
in her care has attained 18 and is getting benefits solely
because he is a student.

Student and institution defined: A full-time student is
defined as an individual who is in full-time attendance
as a student at an educational institution; whether or
not the student was in full-time attendance would be
determined by the Secretary in the light of the stand-
ards and practices of the school involved. Specifically



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act--Continued
IN. BENEFIT CATEGORIES-Continued

Item I Existing law IHAR.8675

D. Children-Continued

E. Divorced wife, widow ----------------

The benefit paid to a child of a retired or disabled
worker is 3 of the worker's primary benefit. The
benefit to the child of a deceased worker is 4 of the
worker's primary benefit, except a sole surviving child
is entitled to the minimum nrimarv benefit.

A child adopted by a worker who is already retired
and getting old-age insurance benefits can become en-
titled to benefits without regard to whether he was
dependent on the worker at the time the latter retired.

Benefits are payable to a divorced woman only if she
has a child of the deceased worker in her care and the
child is getting be .fits based on his deceased father's
earnings, if she has not remarried, and if she had been
getting at lease %4 of her support from her former
husband under a court order or agreement at the time
of his death.

excluded is a person who is paid by his employer while
attending school at the request of his employer. Pro-
vides for benefits for any period of 4 calendar months
or less in which a person does not attend school if the
person shows to the satisfaction of the Secretary that
he intends to continue- in full-time school attendance
immediately after the end of the period, or does in fact
return.

An educational institution is defined so as to permit
the payment of benefits to students taking vocational
or academic courses and 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 nation-
ally recognized accrediting association. Also included
are those nonaccredited schools, colleges, and universi-
ties whose credits are accepted, on transfer by 3 accred-
ited institutions on the same basis as if transferred from
an accredited institutAon.

Effective for January 1965 on basis of applications
filed in or after month of enactment.

For children currently on rolls, no application will be
r(uired.

ein the case of a disabled child who becomes entitled
on the basis of the revised requirements for disability,
the effective date is the 2d month after the month of
enactment.

Child adopted by retired worker can get benefits if
(1) at the time the worker became entitled to benefits
the child was living with the worker or adoption pro-
ceedings had begun (2) the adoption was completed
within 2 years of the time when the worker became en-
titled to benefits and (3) the child had been receiving v
of his support from the worker for the entire year before
the worker became entitled to old-age insurance benefits
or, if the worker had a period of diability which con-
tinued until he became entitled to old-age insurance
benefits, before the beginning of the period of disability.

Effective for applications filed on or after the date of
enactment.

Wife's or widow's benefits would be payable to an aged
divorced woman if she (A) had been married to her
former husband for 20 years before the divorce, (B) )ad
not remarried, and (C) met the following support
requirement when her former husband became disabled,
entitled to benefits or died; (1) she was receiving %
of her support from her former husband, or (2) she was



F. "Transitional Infured status" for oer.
tain workers, wives and widows aged
72 or more.

G. Time for filing proof of support and ap-
plication for lump-sum death pay-
ment.

Proof of support for husband's, widower's, and
parent's benefits, and applications for lump-sum death
payments must be filed within a 2-year period specified
m the law with an additional 2-year period allowed
where there was good cause for failure to file on time.

receiving suiostantial contributions from him pursuant
to a writteu agreement, or (3) a court order for sub-
stantial contributions was in effect.

Payment of a wife's or widow's benefit to a divorced
woman would not reduce the benefits paid to any other
person on the same social security account and such
wife's or widow's benefit would not be reduced because
of other benefits payable on the same account.

Benefits for a divorced wife or a surviving divorced
wife would not terminate on account of remarriage in
those cases where widow's benefits under present law
do not terminate--that is, where the remarriage in to
a mai getting benefits as a dependent widower or par-
ent or as a disabled child aged 18 or over. If a divorced
wife or a surviving divorced wife married an old-age
insurance beneficiary, her benefits would terminate but
she would immediately be eligible for wife's benefit on
her new husbautd's account.

A wife's benefits would not terminate when the woman
and her husband are divorced if the marriage has been
in effect for 20 years.

The support requirements that must be met by a former
wife divorced (renamed "surviving divorced mother" in
the bill) in order to qualify for mother's benefits based
on the social security account of her deceased former
husband would be conformed to the new support require-
ments for aged divorced women.

A woman whose right to benefits as a widow, divorced
wife, surviving divorced wife, or surviving divorced
mother were terminated because she remarried would
have her right to these benefits restored if the remarriage
ends in divorce after less than 20 years. Effective 2d
month after enactment.

(See fully insured status p 49.)

If there is good cause for failure to file itn the initial
2-year period an applicant would be allowed to file at
any time. Effective with respect to applications for
lump-sum death payments filed in or after the month of
enactment, and monthly benefits based on applications
filed in or after such month.

IV. BENEFIT AMOUNTS

A. Creditable earnings ----------------

B. Average monthly wage --------------

Maximum amount of earnings which may be credited
for benefit purposes is $4,800 a year.

In general, an individual's "average monthly wage"
which determines his old-age insurance benefit
amount (before reduction for retirement before age
65) is computed by dividing the total of his credit-
able earnings after the applicable starting date and
up to the applicable dosing date, by the number of
months involved. Excluded from this computation
are all months and all earnings in any year any part

Raises maximum amount to $5,600 a year beginning
with 1966 and to $6,600 beginning with 1971.

No change except-

cO1
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act-Continued

IV. BENEFIT AMOUNTS-Coninumed

Item

B. Average monthly wage--Continued

C. Recomputations ---------------------

Existing law

of which was included in a period of disability under
the disability "Ireeze" (except that the months and
earnings in the yeas in which the period of disability
begins may be included if the resulting benefit would
be higher).

The average monthly wage in retirement cases is com-
puted on the basis of % constant number of years, re-
gardless of when, before age 22, the person started to
work or when, after retirement age (62 for women,
65 for men) he files application for benefits. The
number of years for a person who had at least 6 quar-
ters of coverage after 1950 would be equal to 5 less
than the number of years excludingg years in periods
of disability) elapsing after 1950 or after the year In
which the individual attained age 21, whichever is
later, and up to the year in which the person was first
eligible for old-age insurance benefits (generlly the
year in which he attained retirement age). In death
and disability cases the number of years would be de-
termined by the date of death or disability.

In those cases where a larger benefit would result (be-
cause the individual's best earnings were in years be-
fore 1951) the number of years would be those elaps-
ing after 1936, rather than 1950.

The earnings used in the computation would be earn-
ings in the highest years. Earnings in years prior to
attainment of age 22 or after attainment of retire-
ment age could be used if they were higher than
earnings in intervening years. The span of years
could never be less than 2. Generally, the span of
years to be used for the benefit computation in retire-
ment cases could not be less than 5the number of
ears that would have to be used under the prior
aw by people who attained retirement age in 1960.

After a person has become entitled to benefits, he
may, under certain circumstances, have his "average
monthly wage" recomputed if it will increase his
monthly benefit:

(1) Recalculation to correct errors in origirl
computation.

(2) 1954 work recomputation: Where an indi-
vidual who has 6 quarters of coverage after 1950
returns to work after becoming entitled to benefits
and earns more than $1,200 in a year he may have
his average monthly wage recomputed including
such earnings. Survivors are also entitled to any
increase in benefits which would result from such
recomputation.

H.R. 6675

Worker may have average monthly wage com-
puted entirely on years after 1950 regardless of
whether he has 6 quarters of coverage after 1950, and
his closing date would be the year of attainment of
age 65 (62 for women) regardleis of whether he is
eligible (insured) in that year.

Provides for automatic annual recomputation; begin-
ning with 1965, earnings in and after the year of 1st
entitlement will be taken into account regardless of
whether the worker has 6 quarters of coverage after
1950, or earns over $1,200, or files an application to
have his benefits recomputed. Individuals eligible for
a recomputation under present law would be deemed to
have applied for such recomputation on Jan. 1, 1966
(so that it would be made automatically).



(3) Dropout recomputation: Beneficiary who be-
came entitled to benefits prior to the amendment
which allowed a dropout of 5 years of lowest earn-
ings may have a recomputation using the dropout
if he has 6 quarters of coverage after June 1953.
Survivors are entitled to any increases which would
result from such a recomputation.

(4) Current year recomputation: An individual
becoming entitled to benefits after August 1954
may have a recomputation which will include earn-
ings in the year he retires if such earnings were not
included in the original calculation. Survivors are
entitled to any increases which would result from
such a recomputation. -

(5) Recomputation of benefits at age 65 (the
round up"): If a reduced benefit has been withheld

(most common reason would be earnings which
caused benefit withholding under the retirement
test) for at least 3 months (during the period of
reduced benefit) a person is entitled to a recomputa-
tion at aqe 65 which will readjust post-O5 benefits
to take into account the months in which the
reduced benefit was withheld.

(6) Other recomputations: Provides several re-
computations of limited application.
Thelaw provides a consolidated benefit table which is

used in determining benefit amounts for both future
beneficiaries and those now on the benefit rolls.

Though not specifically stated in the law the formula
for the primary insurance amount Is, in effect, 58.85
percent of the 1st $110 of the average monthly wage,
plus 21.40 percent of the next $290 of such wage (ex-
cept that is some cases, for average monthly wages
under $85, a slightly higher amount is payable so as to
fit in with the minimum benefit).

E. Maximun primary insurance amount-. $127 a month ($400 average monthly wage).

F. Minimum primary insurance amount --
G. Maximum family benefits ...........

$40 a month.
Family maximum monthly benefits are set by the

table and range from $53 to $254. Though not speci-
fically stated in the law, the maximum family benefit
shown in the benefit table is 1% times the primary
insurance amount or approximately 80 percent of the
average monthly wage, whichever is larger, up to an
absolute maximum of $254--twice the maximum
primary insurance amount of $127.

Provision also made applicable at age 62 to reduced
benefits for widows who were aged 60-61 at time of
claim.

The existing benefit table in amended so as to increase
all primary insurance amounts by 7 percent, with a $4
guaranteed minimum increase.

The existing benefit table is replaced by a new benefit
table to reflect the annual earnings base of $5,600
effective in 1968 and a revision of the table, effective in
1971, is provided to reflect the annual earnings base-of
$6,600 effective in that year. For average monthly wages
above $400 primary insurance amounts are derived by
applying the benefit formula underlying the present
table and adding $8.90, the same amount of increase
provided for persons with the present maximum aver-
age monthly wage of $400.

The formula underlying the new benefit tables is
approximately 62.97 percent of the 1st $110 of the
average monthly wage, plus 22.9 percent of the next
$290, plus 21.4 percent of the next $150.

Increases to $135.90 ($400 average monthly wage)
and eventually to $167.90 ($550 average monthly wage).

Increases minimum benefit to $44 ier month.
Family maximum benefits will range from $66 to a

maximum of $312 under the $5,600 table, and to a maxi-
mum of $368 under the $6,600 table. Although notspecifically stated in the bill, the formula uaed to deter-
mine the maximum family benefit shown in eol. V of the
new benefit tables is the larger of (a) 1K times the pri-
mary insurance amount or (b) approimtey 80 percent
of the average monthly wage up to the point at which
the average monthly wage is % of the maximum possble
average monthly wage, plus 40 percent of tIe remainder.
The maximum benefits paaloa family would be
related to the worker's average monthly wage at every

D. Benefit formula ----------------------

-4.



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title H of the Social Security Act-Continued
IV. BENEFIT AMOUNTS--Contlned

Item Existing law II.R. 6675

G. Maximum family benefits-Continued average monthly wage bracket in the benefit table.
The maximum pyable to a family now on the benefit
rolls would oe $286.80 (based on an average monthly
wage of $400). At the maximum average monthly wage
levels of $466 (under the $5,600 base), and $550 (under
the $6,600 base), the maximum family benefit would be
about % of the average monthly wage.

Effective for monthly benefits beginning with January
1965; effective for lump-sum death payment where
death occurs in or after month of enactment.

H. Lump-sum death payment ------------ 3 times the primary insurjuce amount with a No change.
statutory maximum of $255.

I. Illustrative monthly benefits ............................................................

Illustralive bene Ui payable under prsen lat and H.R. 6675 based on $5,600 earnings bas

Old-age benefits I Survivors benefits

Worker Man and wife 2 Widow aged 62, Widow Widow and 2 children
Average monthly wage widower, or parent aged 60'

Present Bill Present Bill Present Bill Bill Present Bill'
law law law law

$67 or less ---------------------------------- $40.00 $44. 00 $60.00 $66.00 $40.00 $44. 00 $3& 20 $60.00 $6. 00
$100 ---------------------------------------- 59.00 63.20 8. 50 94.80 4. 70 52.20 45. 30 8& 50 94.80
$150 --------------------- ----------- -73. 00 7 20 109.50 117.30 60.30 64.60 56.00 120.00 120.00
$200 ---------------------------------------- 84.00 89.90 126. 00 134. 90 69.30 74. 20 64.40 161.70 161.70
$250 --------------.------------------------ 95.00 101.70 142.50 152.60 7. 40 83.90 72.80 202.50 202.50
$300 ------------------.------------------- 150.00 112.40 157.50 16. 60 86.70 92.80 80.50 23& 40 240.00
$350 ---------------------------------------- 116.00 124. 20 174.00 186.30 95.70 102.50 8& 90 254. 10 266.10
M -------------------------------------- 127.00 135.90 190.50 203.90 104. 80 112.20 97.30 254. 10 286.80

$466 ---------------------------------------- (5) 149.90 (') 224.90 (') 123.70 107.30 (') 312.00

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

' Survivor benefit amounts for a widow and I child or for 2 parents would
be the same as for a man and wife.

' Not applicable under present law.4 For families on the benefit roll in the month after the month of enact-

ment who are affected by the maximum-benefit provisions, the amounts
payable under the bill would, in some cases, be somewhat higher than those
shown here (namely, for the cases where the average monthly wages are
$150 through $350).

6 Not applicable since maximum average monthly wage possible is $400.



V. FULLY INSURED STATUS

Item I Present law H.R. 6675

To be fully insured an individual must have either-
(1) 40 quarters of coverage; or
(2) 1 quarter of coverage (acquired at any time

after 1936) for every year elapsing after 195C (or
after the year in which he attained age 21, if that
was later) and up to the year of disability, death,
or attainment of age 65 for men (62 for women),
but with a minimum of 6 quarters of coverage; or

(3) 6 quarters of coverage if individual died before
1951.

No change in regular provision but adds a new concept
of-

Traitional invred uiast worker-Adds a provision
for a special insured status for individuals who have
attained 72 so that the 6-quarter minimum is reduced
to 3 quarters. The following chart shows the "transi-
tional" requirement for workers as compared with
the regular requirement of existing law:

Requird quarhes
Year of attainment of retirement @a _ _ (fOwR

women) or agr 55 (fr men EwxIstg Proposedlaw

1954 and earlier ---------------- 6 3
1955 -------------------------- 6 4
1956 ------------------------- 6 5
1957 -------------------------- 6 6

A worker who meets the above requirements (includ-
ing attainment of 72) will be paid a benefit of $35 a
month, and his wife a benefit of $17.50 at age 72 If she
has attained age 72 before 1969.

Widow's benefits would be payable at age 72 to a
woman who reached age 72 before 1969 if her husband
was living when the transitional provision became effec-
tive and if he met the work requirements of the provision.
A widow who reached age 72 before 1969 but whose
husband died before the transitional provision became
effective could qualify if her husband had attained age 65
or died before 1957 and if he had a specified number of
quarters of coverage as shown in the following table:

Quartersof Quarters of coverage required If the
Year of husband's coverage widow attains age 72-
death (or attain- required
meant of la&%,a under

earlier) present In 1%6 or In 1957 In 19
law before

1954 or before... 6 3 4 5
1955 ----------- 6 4 4 5
1956 ----------- 6 5 5 5

UpoL attaining age 72, an eligible widow will be paid a
monthly benefit of $35.

Effective for monthly benefits for and after the 2d
month following the month of enactment.

.0-WOM



OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued

Title II of the Social Security Act-Continued
VL. RETIREMENT TEST

Item Present law H.R. 6675

A. Scope ------------------------------ Applies to covered as well as noncovered work. Excludes royalties received at or after age 65 on
works copyrighted or patented before age 65. Effective
for taxable years beginning after 1964.

B. Test of earnings ..................... Provides that benefits will be withheld from a bene- Increases the uppermost limit of the $1-for-$2 "band"
ficiary under age 72 (and from any dependent drawing from $1,700 to $2,400 so that $1 in benefits would be
on his record) at the rate of $1 in benefits for each $2 withheld for each $2 of earnings between $1,200 and
of annual earnings between $1,200 and $1,700 and $1 $2,400, with $1 for $1 reductions above $2,400. Effec-
in benefits for each $1 of annual earnings above $1,700. tive for taxable years ending after 1965.

Benefits not withheld for any month during which
the individual neither rendered services for wages in
excess of $100 nor rendered substantial services In a
trade or business.

C. Age exemption --------------------- Benefits are not suspended because of work or earn-
ings if beneficiary is age 72 or over.

VII. FINANCING

A. Allocation between trust funds ------

B. Maximum table amount -------------

C. Tax rate for self-employed -----------

D. OASDI tax rate for employees and
employers (each).

The Federal Old-Age and Survivors Insurance Trust
Fund receives all tax contributions other than those
allocated for the disability benefit program, from which
benefits and administrative expenses are paid for the
old-age and survivors insurance program.

The Federal Disability Insurance Trust Fund receives
an amount equal to 34 of I percent of taxable wages plus
Y of I percent of self-employment income, from which
benefit and administrative expenses are paid for the
disability insurance program.

These funds are administered by a Board of Trustees
consisting of the Secretary of the Treasury, as managing
trustee, the Secretary of Labor and the Secretary of
Health, Education and Welfare, all ex officio (with the
C-nmissioner of Social Security as Secretary).

$4,800 a year.

Taxable years beginning in-
1966-67 ------------------------------ 6.2
1968 and thereafter ------------------- 6.9

Calendar years:
1966-67 ----------------------- 4. 125
1968 and thereafter ------------------ 4. 625

Increases the allocation to the Disability Insurance
Trust Fund, for years beginning after 1965, to % of I-
percent of taxable wages and XG of 1-percent of taxable
self-employment income.

$5,600 a year starting with 1966 and $6,600 starting
with 1971.

Ta~able years beginning in-
1966-68 ------------------------------- 6.0
1969-72 ------------------------------- 6.6
1973 and thereafter --------------------- 7.0

Calendar years:
1966--------------------------- 4.0
1969-72 ------------------------------- 4.4
1973 and thereafter --------------------- 4.8

i - Tf-,"M_ I 7 ;P" WIM"p7imt, -W, I



E. P'eimbursement of the trust funds for
the eost of noncontributory military
service credits.

F. Railroad retirement tax. .............

Amounts to cover the costa incurred through June 30,
1956, were to have been appropriated to the trust
funds from general revenue over the 10 fscal years
ending June 30, 1969; costs incurred after June 30,
1956, were to have been appropriated to ,he trust funds
annuall.

The Railroad Retirement Tax Act provides that the
railroad tax will automatically adjust in the same
amount, and at the same time, to any change in the
OASDI tax rate after 1954.

The trust funds would be reimbursed by a level
annual appropriation starting with fiscal year 1988
that would amortise both the accumulated backlog and
the additional amounts that will accrue through fiscal
year 2015, and by annual appropriations thereafter.

No change.

VMl. MISCELANEOUS

A. Advisory Council on Social Security-.-. Councils are to be appointed in 1968 and every 5th Councils would be appointed in 1968 and every 5th
year thereafter to review the finang of the program year thereafter to review all aspects of the program
and submit reports to the Board of Trustoes for lnclu- (including the new hospital and supplementary health
sion in the annual Trustees' report to the Congress. insurance programs) and submit reports to the Secretary
Members are to represent employees and employers in of Health, Education and Welfare for transmittal to
equal numbers and the self-employed and the general the Congress and the Board of Trustees. Members are
public and can be paid up to $50 per day. to represent organialiou of employees and employers

in equal numbers and the self-employed and the general
public and could be paid up to $100 a day.

B. Board of Trustees ------------------- The Trustees of the Federal Old-Age and Survivors The Board of Trustees would be required to meet at
Insurance Trust Fund and the Federal Disability In- least once every calendar year.
surance Trust Fund are required to meet at least once
every 6 months.

Ci'
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MEDICAL EXPENSE DEDUCTION FOR INCOME TAX PURPOSES

Item IPresent law IH.R. 6675

1: Character of deduction:
A. General ---------------------

B. Taxpayers age 65 or over-.....

II. 3-percent and 1-percent limits ......

III. Medical care insurance premiums:
A. Deduction ------------------

B. Definition ------------------

IV. Overall limit in case of disabled tax-
payers.

Medical expenses are deductible from adjusted gross
income and thus are allowable only if the taxpayer
itemizes his deductions.

Different, more generous rules apply if the taxpayer
or his spouse is age 65 or over.

For a taxpayer under age 65 medical expenses are
deductible only to the extent they exceed 3 percent of
his adjusted gross income. Expenses for medicines and
drugs are included in medical expenses (subject to the
3-percent limit) but only to the extent that these ex-
penses exceed I perceiit of the taxpayer's adjusted
pross income. Neither of these limits apply, however,
if the taxpayer or his spouse is age 65 or over, nor do
they apply with respect to a dependent parent (of the
taxpayer or his spouse) who is 65 or over. Their medi-
cal expenses and the cost of drugs and medicines for
them are immediately deductible.

Premiums for "accident or health insurance"treated
as a medical expense subject to the 3-percent limit
(described in II above) in the case of taxpayers under
age 65, or deductible immediately if taxpayer or his
spouse (or a dependent parent) is 65 or over.

The term "medical care" is defined to include
amounts paid for "accident or health insurance."
Although the Internal Revenue Service position is that
premiums are treated as medical expenses only to the
extent they relate to medical benefits, some courts have
interpreted "accident or health insurance" more broad-
ly to include in the premium amounts paid to provide
indemnity for loss of life, limb, sight, or time.

Deductions for medical expenses may not exceed
$10,000 if the taxpayer is single or if he files a separate
return. On a joint return (or return of a head of house-
hold or surviving spouse) the deduction may not exceed
$20,000. But if the taxpayer or his spouse is both (a)
age 65 or over, and (b) disabled, these limits are doubled
to $20,000 if one spouse qualifies and $40,000 if both
qualify.

No change.

All distinctions based on age of the taxpayer or his
spouse are eliminated.

Limits the deduction for medical expenses for taxpay-
ers (or dependent parents) who are age 65 or over to
amounts in excess of 3 percent of adjusted gross income
and limits the amount of medicine and drug expenses
which may be included in medical expenses (subject to
the 3-percent limit) to costs in excess of 1 percent of
adjusted gross income. (Conforms the treatment of
those age 65 or over with the rules presently applicable
to taxpayers and dependents under age 65.)

Premiums for "insurance which constitute medical
care" are deductible as follows:

(1) One-half of such premiums, but not more than
$250 per year is deductible immediately, and

(2) The remaining one-half is included in medical
care expenses subject to the 3-percent floor.
The definition of "medical care" is narrowed to pre-

vent the deduction of premiums for insurance not
related to medical benefits. If the policy provides both
medical and nonmedical benefits only the portion of the
premium separately stated to be for medical benefits is
allowable, and then only if the amount is reasonable.

It is made certain that the $3 per month premium for
Supplementary Health Insurance Benefits for the Aged
under part B of new title XVIII is allowable as a medical
care expense.

It is also made clear that premiums for prepaid
medical benefits to become effective at age 65 (payable
on a level premium basis) are treated as medical care
expenses if the period of prepayment covers at least
10 years (5 years if the taxpayer becomes age 65 during
the per of repayment).

The overall limit on deductions of medical care ex-
penses is doubled in the case of disabled taxpayers (and
their disabled wives), without regard to the fact that
they may not have attained age 65---$20,000 if one is
disabled and $40,000 if both are disabled. (Conforms
the treatment of disabled taxpayers (and wives) who are
under age 65 with the rules presently available for those
who are 65 or over.)
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V. Revenue impact p--------t-.........

VI. Effective date ......................

Applying the 3-peroent and 1-ercent limits to those
age 65 or over increases revenues by about $170 million.
On the other hand, the broader deduction for medical
insurance premiums reduces revenues by about $88
million. The net effect of the changes Z to increase
revenues by about $82 million.

Taxable years beginning after December 31, 1966.
I __________________________
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