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PREFACE

Since the 92d Congress, numerous laws have been enacted amend-
ing the Social Security Act or otherwise directly affecting programs
under that act. In order to provide a convenient reference to the
Social Security Act as it has been amended by these various laws,
this document has been prepared. It includes all of the titles of that
act currently in force with all amendments up, to April 30. 197s. Also
included are the full text of the Federal-State Extended Unemploy-
i•ent ('onpenvation Act, as amended, and pertinent excerpts from
the Internal Revenue Code and from various public laws enacted
since the 92d Congress.

This document is intended to supplement and not to replace the
Compilation of thte Social Security Laws which is prepared by the
Social Security Administration and published from time to time as a
document of the House of Representatives. The most recent edition
of that Compilation was iss.ied as House Document No. 93-117 (in 2
volumes) and contained the Social Security Act and related laws as

* amended through January 1, 1973. The Compilation, although not con-
taining amnendments after that date, does have several features not
found in this current document. In particular, the Compilation has
far more extensive footnotes, contains an index, and includes excerpts
from numerous laws affecting social security programs which are not
included in the current document.

It is expected that, as subsequent amendments to the Social Security
Act and related laws are enacted or as changes are made through the
operation of certain automatic provisions of existing law, appropriate
revision pages will be printed from time to time.

This document has been prepared solely for convenient reference
purposes. It does not have the effect of law.
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SOCIAL SECURITY ACT, AS AMENDED

AN ACT

To provide for the general welfare by establishing a system of Federal old-age
benefits, and by enabling the several States to make more adequate provision
for aged persons, blind per:ous, dependent and crippled children, maternal and
child welfare, public health, and the admini-tration of their unemployment
compensation laws: to establish a Social Security Board; to raise revenue;
and for other purposes.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled,

TITLE I-GRANTS TO STATES FOR OLD-AGE ASSIST-
ANCE AND MEDICAL ASSISTANCE FOR THE AGED1

Page
Sec. 1. Appropriation -------------------------------------------- 1
See. 2. State Old-Age Assistance and Medical Assistance Plans -----------
See. 3. Payment to States -------------------------------------
Sec. 4. Operation of State Plans ----------------------------------- 11
Sec. 5. Administration ------------------------------------------ 12
Sec. 6. Definitions ---------------------------------------------- 12

Appropriation

Section 1. For the purpose (a) of enabling each State, as far as
pr-acticable under the conditions in such State, to furnish financial
assistance to aged needy individuals, (b) of enabling each State, as
far as practicable under the conditions in such State, to furnish medi-
cal assistance on behalf of aged individuals who are not recipients
of old-age assistance but whose income and resources are insufficient
to meet the costs of necessary medical services, and (c) of encourag-
ing each State. as far as practicable under the conditions in such
State, to furnish rehabilitation and other services to help individuals
referred to in clause (a) or (b) to attain or retain capability for self-
care, there is hereby authorized to be appropriated for each fiscal
year a suin sufficient to carry out the purposes of this title. The sums
made available under this section shall be used for making payments
to States which have submitted, and had approved by the Secretary
of Health, Education, and Welfare (hereinafter referred to as the
"Secretary"), State plains afor old-age assistance, or for medical assist-

' P.L. 92-603. we. 303. repealed title I effective January 1, 1974, but such repeal does not
apply to Puerto Rico, Guam. and the Virgin Islands.

' This table of contents dots not appear in the law.
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Sec. I

ance for the aged, or for old-age assistance and medical assistance form
thie aged. W

State Old-Age and Medical Assistance Plans

Sec. 2. (a) A State plan for old-age assistance, or for medical
assistance for the aged, or for old-age assistance and medical assistance
for the aged must-

(1) except to the extent permitted by the Secretary with re-
spect to services, provide that it -hall be in effect in all political
subdivisions of the State, and, if administered by them, be man-
datory upon them:

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

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

(4) (A) provide for granting an opportunity for a fair hearing
before the State agency to any individual whose claim for assist-
ance under the plan is denied or is not acted upon with reason-
able promptness, and (B) that if the State plan is administered
in each of the political Qubdivisions of the State by a local agency
and such local agency provides a hearing at which evidence ma*
be presented prior to a hearing before the State agency, such local
agency may put into effect immediately upon issuance its decision
upon the matter considered at such hearing;

(5) provide (A) stuch methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan, and (B) for the
training and effective use of paid subprofessional staff, with par-
ticular emphasis on the full-time or part-time employment of re-
cipients and other persons of low income, as community service
aides, in the administration of the plan and for the use of nonpaid
or partially paid volunteers in a social service volunteer program
in providing services to applicants and recipients and in assisting
any advisory committees established by the State agency;

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

2



See. 2(a)

(7) provide safeguards which permit the u.:e or disclosure of
information concerning applicants or recipients only (A) to
public officials who require such information in connection with
their official duties or (B) to other pisons for purposes directly
connected with the administration of the State plan;

(b) provide that all individuals wishing to make application
for assistance under the plan shall have opportunity to do so, and
that such assistance shall b.% furnished with reasonable prompt-
ness to all eligible individuals;

(9) provide, if the plan includes assistance for or on behalf of
individuals in private or public institutions, for the establishment
or designation of a State authority or authorities which shall be
responsible for establishing and maintaining standards for such
institutions;

(10) if the State plan includes old-age assistance-
(A) provide that the State agency shall, in determining

need for such assistance, take into consideration any other
income and resources of an individual claiming old-age as-
sistance, as well as any expenses reasonably attributable to
the earning of any such income; except that, in making such
determination, (i) the State agency may disregard not more
than $7.50 per month of any income and (ii) of the first $80
per month of additional income which is earned the State
agency may disregard not more than the first $20 thereof
plus one-half of the remainder;

(B) include reasonable standards, consistent with the ob-
jectives of this title, for determining eligibiltiy for and the
extent of such assistance; and

(C) provide a description of the services (if any) which
the State agency makes available (using whatever internal
organizational arrangement it finds appropriate for this pur-
pose) to applicants for and recipients -)f such assistance to
help them attain self-care, including a description of the
steps taken to assure, in the provision of such services, maxi-
mum utilization of other agencies providing similar or re-
lated services; and

(11) if the State plan "L.cludes medical assistance for the
aged-

(A) provide for inclusion of some institutional and some
noninstitutional care and services;

(B) provide that no enrollment fee, premium, or similar
charge will be imposed as a condition of any individual's
eligibility for medical assistance for the aged under the plan;

3



Sec. 2(a)

(C) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming
to such regulations) with respect to the furnishing of such
assistance to individuals who are residents of the State but
are absent therefrom;

(D) include reasonable standards, consistent with 'he ob-
jectives of this title, for determining eligibility for and the
extent of such assistance; and

(E) provide that no lien may be imposed against the prop-
erty of any individual prior to his death on account of medi-
cal assistance for the aged paid or to be paid on his behalf
under the plan (except pursuant to the judgment of a court
on account of benefits incorrectly paid on behalf of such indi-
vidwtil), and th:tt there shall be no adjustment or recovery
(except. after the death of such individual and his surviving
spouse, if any. front stidli individual's estate) of any medical
assistance for the aged correctly paid on behalf of such indi-
vidual under the plan;

(12) if the State plan includes assistance to or in behalf of
individuals who are patients in institutions for mental diseases-

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan. including
arrangements for joint planning and for development of al-
ternate methods of care, arrangements providing assurance of
immediate readmittance to institutions where needed for in-
dividuals tinder alternate plans of care, and arrangements
providing for access to patients and facilities, for furnishing
information, and for making reports;

(B) provide for an individual plan for each such patient
to assure that the institutional care provided to him is in his
best interests, including, to that end, assurances that there
will Le initial and periodic review of his medical and other
needs, that he will be given appropriate medical treatment
within the institution, and that there will be a periodic deter-
mination of his need for continued treatment in the
institution;

(C) 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 medical treatment and other assist-
ance; for services referred to in section 3(a) (4) (A) (i) and
(ii) which are appropriate for such recipients and for such

4



See. 3(a)

patients; and for methods 4f administration necessary to as-
sure that the resposibilities of the State agency under the
State plan with respect to such recipients and such patients
will be effectdi'ely c•'rried out ; and

(D) provide inethods of determining the reasonable cost
of institutional care for such patients; and

(13) if the State plan includes assistance to or in behalf of
patients in public institutions for mental diseases. show that the
State is making satisfactory progre:s toward developing and im-
plementinyg a comprhelmensive mental health program, including
provision for utilization of community mental health centers,
nursing homes, and other alternatives to care in public institu-
tions for mental diseases.

(b) The Secretary shall approve any plan which fulfills the con-
ditions specified in subsection (a), except that lie shall not approve
any plan which imposes, as a condition of eligibility for assistance
under the plan-

(1) an age requirement of more than sixty-five years; or
(2) any residence requirement which (A) in the case of appli-

cants for old-age assistance, excludes any resident of the State who
has resided therein live y ars during the nine years immediately
preceding the application for old-age assistance and has resided
therein continuously for one vear immediately preceding-the ap-
plication, and (B) in the case of applicants for medical assistance
for the aged. excludes any individual who resides in the State; or

(3) any citizenship requirement which excludes any citizen of
the United States.

At the option of the State, the plan may provide that manuals and
other policy issuances will be furnished to persons without charge for
the reasonable cost of such materials, but such provision shall not be
required by the Secretary as a condition for the approval of such plan
under this title.

(c) Nothing in this title shall be construed to permit a State to have
in effect with respect to any period more than one State plan approved
under this title.

Payment to States

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

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam. an amount equal to the sum of the following
proportions of the total amounts expended during each month of
such quarter as old-age assistance underthe State plan (including

5



Sm 3(a)

expenditures for premiums wider part B of title XVIII for indi-
viduals who are recipients of money payments under such plan
and other insurance premiums for medical or any other type of
remedial care or the cost thereof)-

(A) 3117 of such expenditures, not counting so much of
any expenditure with respect to such month as exceeds the
product of $37 multiplied by the total number of recipients
of old-age assistance for such month (which total number,
for purposes of this subsection, means (i) the number of
individuals who received old-age assistance in the form of
money payments for such month, plus (ii) the number of
other individuals with respect to whom expenditures were
made in such month as old-age assistance in the form of
medical or any other type of remedial care) ; plus

(B) the larger of the following:
(i) (I) the Federal percentage (as defined in section

1101(a)(8)) of the amount by which such expendi-
tures exceed the amount which may be counted under
clause (A), hot counting so much of such excess with
respect to such month as exceeds the product of $38 mul-
tiplied by the total number of recipients of old-age assist-
ance for such mozith, plus (II) 15 per centum of the
total expended during such nlith as old-age assistance
under the State plan in the form of medical or any other
type of remedial care, not counting so much of such ex-
"penditure with respect to such moulth as exceeds the
product of $15 multiplied by the total number of recip-
ients of old-age assistance for such month, or

(ii) (I) the Federal medical percentage (as defined
in section 6(c)) of the amount by which such expendi-
tures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditures
with respect to such month as exceeds (a) the product of
$52 multiplied by the total number of such recipients of
old-age assistance for such month, or (b) if smaller, the
total expended as old-age assistance in the form of medi-
cal or any other type of remedial care with respect to such
month plus the product of $37 multiplied by such total
number of such recipients, plus (II) the Federal per-
centage of the amount by which the total expended dur-
ing such month as old-age assistance under the State
plan exceeds the amount which may be counted under
clause (A) and the preceding provisions of this clause
(B) (ii), not counting so much of such excess with respect

-6



Sec. 3(a)

to such month as exceeds the product of $38 multiplied by
the total number of such recipients of old-age assistance
for such month;

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

(A) one-half of the total of the sums expended during
such quarter as old-age assistance under the State plan (in-
clu(ling exlenjditures for premiums under part B of title
XVIII for individuals who are recipients of money payments
under such plan and other insurance premiums for medical
or aunv other type of remedial care or the cost thereof), not
counting so much of any expenditure with respect to any
month as exceeds $37.50 multiplied by the total number of
recipients of old-age assistance for such month; plus

(B) the larger of the following amounts: (i) one-half of
the amount by which such expenditures exceed the maximum
which may be counted under clause (A), not counting so
much of any expenditure with respect to any month as ex-
ceeds (I) the product of $45 multiplied by the total number
of such recipients of old-age a.-sistance for such moith, or
(II) if smaller, the total expended as old-age assistance in
the form of medical or any other type of remedial care with
respect to such month plus the product of $37.50 multiplied
by the total number of such recipients, or (ii) 15 per centumn
of the total of the sums expended during such quarter as old-
age assistance under the State plan in the form of medical or
any other type of remedial care, not counting so much of
any expenditure with respect to any month as exceeds the
product of $7.5.0 multiplied by the total number of such re-
cipients of old-age assistance for such month;

(3) in the cas-e of any State, an amount equal to the Federal
medical percentage (as defined in section 6(c)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expenditures for insur-
ance premiums for medical or any other type of remedial care
or the cost thereof) ; and

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

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

7



Sc 3(a)

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

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

(iii) any of the services prescribed pursuant to sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as appro-
priate for individuals who, within such period or periods
as the Secretary may prescribe, have been or are likely
to become applicants for or recipients of assistance under
the plan, if such services are requested by such individ-
uals and are provided to such individuals in accordance
with the next sentence, or

(iv) the training (including both short- anld long-
term training at educational institutions through grants
to such institutions or by direct financial assistance to
students enrolled in such institutions) of personnel ein-
p)loyed or preparing for employment by the State agency
or by the local agency administering the plan in the po-
litical subdivision: plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of assistance under the plan, and to individuals
requesting such services who (within such period or periods
as the Secretary may prescribe) have been or are likely to
become applicants for or recipients of such assistance; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall,
except to the extent specified by the Secretary, include only-

(D) services provided by the staff of the State agency, or
of the local agency adm-ainistering the State plan in tile politi-
cal subdivision: Provided, That no funds authorized under
this title shall be available for services defined as vocational
rehabilitation services under the Vocational Rehabilitation
Act (i) which are available to individuals in need of them
under programs for their rehabilitation carried on under a
State plan approved under such Act, or (ii) which the state
agency or agencies administering or supervising the adminis-
tration of the State plan approved under such Act, are able

8



See. 3(b)

and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subparagraph (E), if provided by
such staff, and

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

except that services described in clause (i) of subparagraph (D)
hereof may be provided only pursuant to agreement with such
State agency or agenckis administering or supervising the admin-

istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for adminis-
tration of the State plan to which subparagraph (A) applies and
the portion thereof to which subparagraph (B) and (C) apply
shall be determined in accordance with such methods and pro-
cedures as may be permitted by the Secretary; and

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

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
por to the beginning of each quarter, estimate the amount to

paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of subh
subsection, and stating the amount appropriated or*made avail-
able by the State and its political subdivisions for such expendi-
tures in such quarter, and if such amount is less than the State's
proportionate share of the total sum of such estimated expendi-

21-746 0 - 78 - 2
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Sec. 3(b)

turtes, the source or sources from which the difference is expected
to be derived. (B) records showing the number of aged individ-
uals in the State, and (C) such other investigation as the Secre-
tarv may find necessary.

( T) [he Secretary of Health, Education, and Welfare shall
then eertifv to the Secretary of the Treasury the amount so
estimated by the Secretary of Health, Education, and Welfare.
(A) reduced or increased, as the case may be. by any sum by
which the Secretary of Hlealth, Education. and Welfare finds that
his estimate for any prior quarter was greater or less than the
amount which should have been paid to the State under sub-
section (a) for such quarter, a nd (B) reduced by a sum equivalent
to the pro rata share to which the United States is eqjuitably
entitled. a, determined by the Secretary of Health. Education,
and Welfare. of the net amount recovered during any prior (juar-
ter by the State or any political subdivision thereof with respect
to assistance furnished under the State plan; except that such
increases or reductions shall not be made to the extent that such
sums have been applied to make the amount certified for any
prior quarter greater or less than the amount estimated by the
Secretary of Htealth. Education, and Welfare for such prior
quarter: Peoc;d d, That any part of the amount recovered from
the estate of a deceased recipient which is not in excess of the
aiuount expended by the State or any political subdivision thereof

for the funeral expenses of the deceased shall not be considered
as a basis for reduction under clause (B) of this paragraph.

(3) The Secretary of the Tieasury shall thereupon. through
the Fiscal Service of the Treasury Department and prior to audit
or settlement by the General Accounting Office. pay to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare. the amounts so certified.

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

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

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

10



Sec. 4

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

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

(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any State for any quar-
ter which is attributable to expenditures with respect to patients in
institutions for mental diseases shall be paid only to the extent that
the State make a slowing satisfactory to the Secretary that total ex-
penditures in the State from Federal, State, and local sources for
mental health services (including payments to or in behalf of individ-
uals with mental health problems) under State and local public health
and public welfare programs for such quarter exceed the average of
the total expenditures in the State from such sources for such services
under such programs for each quarter of the fiscal year ending June 30,

* 1965. For purposes of this subsection, expenditures for such services
for each quarter in the fiscal year ending June 30, 1965. in the case
of any State shall be determined on the basis of the latest data. satis-
factory to the Secretary. available to him at the time of the first de-
termination by him under this subsection for such State; and expendi-
tures for such services for any quarter beginning after I)ecember 31,
1965, in the case of any State shall be determined on the basis of the
latest data, satisfactory to the Secretary, available to him at the time
of the determination under this subsection for such State for such
quarter; and determinations so made shall be conclusive for purposes
of this subsection.

Operation of State Plans

Sec. 4. In the case of any State plan which has been approved under
this title by the Secretary of Health, Education, and Welfare, if the
Secretary, after reasonable notice and opportunity for hearing to the
State agency administering or supervising the administration of such
plan finds--

(1) that the plan has been so changed as to impose any age,
residence, or citizenship requirement prohibited by section 2(b),
or that in the administration of the plan any such prohibited re-

S quirement is imposed, with the knowledge of such State agency,
in a substantial number of cases; or

11
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(2) that in the adtininstrat111on of the plan there is a failure to
comply slulstalntially with ally pl.O% ikon 1'equired by section 2(a)
to bie included in tile plan:

the Secretary :hall jiotify suchl State :agtency that further payments
will not be iiiade to tile State (In.. in li sliscretilol, that payments will
be Iiniited to czategol'ik,. un11der or l:m'ts of the State plan lhot affected
by such failuri) nutil tihe Secretariy is satisfied that buch prfi'libited
reqizirelnelt is no lligei iiilpo.')d. alld that there is no longer any such
failure to coiiiply. Unxitil lie is so satisfied lie shall niiake no further
payments to suclh,: State (or shiall Il nit lpayhlielts to categories inder

or parts of t]e State plan nut airvcted by siuch failuree.

Administration

Sec. 5. [lxec'ttet. kiut hotizedl :ap)ropriattion for at iinliiustratkie
expeize5s of the .iocial Se'urity Board under this title for the fiscal year
ending June 30. 11..36.]

Definitions

Sec. 6. (a) For the lpurplo:es of this title. the term "'old-age a-sist-
antce" means •1n'ey paaymentS to, or ( if provided in or after the third
month before tile 1iion0th in which the recipient makes application for
assistance) hiedical care in 1ielhalf of or -my type of remedial care
recognized under State law in belhalf of, needy individuals who are
sixty-live years of :ige or older, bit does not include any such pay-
lnients to or care in behalf of any individual who is ain inmate of a
public institutioit (except as aI patient in a medical institution). Such
term also includes paymlients which are not included within the nmean-
ing of such terii 1indler tile jre'ediln sentence, but which would be so
included except that they are made on behalf of such a needy indi-
vidual to another individual who (as determined in accordance with
standards prescribed by tihe Secretary) is interested in or concerned
with the welfare of such needy individual, but only with respect to a
State whose State plan approved tinder section 2 includes provision
for-

(1) determination by the State agency that such needy indi-
vidual has, ly reason of his physical or mental condition, such
inability to inanage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such assistance through layhients described in this sentence;

(2) making such p"aymiients only on cases in which such pay-
ments will, trider the rules otherwise applicable tinder the State
plan for determining need and the amount of old-age assistance to
be paid (and in conjunction with other income and resources),

12
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meet all the need of the individuals with respect to whom such
pl•naylnts are made;

(3) undertaking and continuing special etiorts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions justifying
such determination still exist, with provision for termination of
such payments if they do not and for seeking judicial appointment
of a guardian or other legal representative, as described in section
1111, if and when it appears that such action will best serve the
interests of such needy individual; and

(5) opportunity for a fair hearing before the State agency on
the deteruatimiation referred to in paragraph (1) for any individual
with respect to whom it is made.

At the option of a State (if its plan approved under this title so pro-
vides), such term (i) need not include money payments to an individ-
ual who has been absent from such State for a period in excess of 90
consecutive days (regardless of whether he has maintained his resi-
dence in such State during such period) until he has been present in
such State for 30 consecutive days in the case of such an individual who

* has maintained his residence in such State during such period or 90
consecutive days in the case of any other such individual, and (ii)
may include remt payments made directly to a public housing agency
on behalf of a recipient or a group or groups of recipients of assist-
ance under such plan.

(b) For purposes of this title, the term "medical assistance for the
aged" means payment of part or all of the cost of the following care
and services (if provided in or after the third month before the month
in which the recipient makes application for assistance) for individ-
uals sixty-live years of age or older who are not recipients of old-age
assistance (except, for any month, for recipients of old-age assistance
who are admitted to or discharged from a medical institution during
such month) but whose income and resources are insufficient to meet
all of such cost-

(1) inpatient hospital services;
(2) skilled nursing-home services;
(3) physicians' services;
(4) outpatient hospital or clinic services;
(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) dental services;

13
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(9) lalmratory and X-ray services;
(10) prescribed drugs, eyeglasses, dentures, and prosthetic de-

vices;
(11) diagnostic. screening, and prevezitive services; and
(12) any other medical care or remedial care recognized under

State law;
CxceJpt that such term tldKs not include aiiy such payments with respect
to care or ,wivices for any individual who is an initate of a public
institiUtiion (except as a patient ill a i•edicai institution).

(c) For p)irp1tes of this title, the term "Federal medical percent-
age" ior any State shall be 1(X per centum hIss the State percentage;
and the State percelltage sliall be that percentage which bears the same
ratio to 50 per centum as the square of the per capita income of such
State betars to the .-square of tile per capita income of the continental
United States ( includi•igl Alaska) and Hawaii: except that (i) the
Federal medical lpereilt age shall in no case be less than 50 per centum
01 mIore tian 80 per ceitltint. aiid (ii) the Federal medical percentage
for Pluerto Rico, tile Virgin IslalIds, and Guam shall be 50 per cent iim.
T'ie F1ederal medical l)ercemlt.'Ige for any State shall be determined and
pr''nmulgated in accordance with the provisions of subparagraph (13)
of •-ection 1101 (a) (8) (other than the proviso at the end thereof)
except that the Secretary .1hall, -s soon as l)ossible after enactment of
the Social Sectiritv Amendmients of 1960. determine and promulgate
the Federal medical percentage for eachl State--

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

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

Section 201. (a) There is hereby created on the books of the Treas-
ury of the United States a trust fund to be known as the "Feder-al
Old-Age and Survivors Insurance Trust Fund". The Federal Old-Age
and Survivors Insurance Trust Fund shall consist of the securities
liehl by the Secretary of the Treasury for the Old-Age Reserve Ac-
count and the a.miount standing to the credit of the Old-Age Re:erve
Account on the books of the "T'reasury on Janluary 1. 1940, which se-
curities and amount the Secretary of the Treasury is authorized and
directed to transfer to the Federal Old-Age and Survivors Insurance
Trust Fund, and. in addition. such gifts anl bequests as may be made
as provided in subsection (i) (1). anl such anmomints as mayv be ap-
propriated to. or deposited in. the Federal Oid-Age and Survivors In-
surance Trust Fund as hereinafter provided. There is hereby appro-
priated to the Federal Old-Age anid Survivors hIsurance Trust Fund
for the fiscal year ending June 30. 1941, and for each fiscal year there-
after, out of any moneys in the Treasury not otherwise appropriated,
amounts equivalent to 100 per centum of-

(1) the taxes (including interest. pejnalties. and additions to
the taxes) received under :-ubclapter A of chapter 9 of the In-
ternal Revenme ('ode of 1939 (and covered into the Treasury)
which are deposited into the Treasury by collectors of internal
revenue before Jamnary 1, 1951 ; and

(2) the taxes certified each month 1)y the Commissioner of
internal Revenue a. taxes received uider subchapter A of chapter

9 of such Code which are deposited inito the Treasury by collectors
of internal revenue after Decemnber 31. 1950. and before January
1, 1953, with respect to assessments of such taxes made before
January 1, 1951; and

(3) the taxes impolsed by subchapter A of chapter 9 of such
Code with respect to wages (as defined in section 1426 of such
Code), and by chapter 21 (other than sections 3101 ()) and 3111
(b)) of the Internal Revenue Code of 1954 with respect to wages
(as defined in section 3121 of such Code) reported to the Com-
missioner of Internal Revenue puirsuant to section 1420(c) of the
Internal Revenue Code of 1939 after December 31. 1950, or to
the Secretary of the Treasury or his delegates plimuait to sub-
title F of the Internal Revemue Code of 1954 after I)ecember 31,
1954, as de'-rmnined by the Secretary of the Treasury by apply-
ing the applicable rates of tax under such subchapter or chapter
21 (other than sections :3101(b) and 3111(b)) to such wages,
which wages shall be certified by the Skecretary of Health, Educa-
tion, and Welfare on the basis of the records of wagers established
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* and maintained by such Secretary in accordance with such re-
ports, less the aniounts specified in clause (1) of subsection (b) of
this section; and

(4) the taxes imposed by subchapter E of chapter 1 of the
Internal Revenue Code of 1939, with respect to self-employment
income (as defined in section 481 of such Code), and by chapter
2 (other than -section 1401 (b) ) of the Internal Revenue Code of
1954 with respect to self-employment income (as defined in section
1402 of such Code) reported to the Commissioner of Internal
Revenue on tax returns under such subchapter or to the Secretary
of the Treasury, or his delegate on tax returns under subtitle F
of such Code, as determined by the Secretary of the Treasury by
applying the applicable rate of tax under such subchapter or.
chapter (other than section 1401(b)) to such self-employment
income, which self-employment income shall be certified by the
Secretary of Health, Education, and Welfare on the basis of the
records of self-employment income established and maintained by
the Secretary of Health. Education, and Welfare in accordance
with such returns, less the amounts specified in clause (2) of sub-
section (b) of this section.

The amounts al)propriated by clauses (3) and (4) shall be transferred
from time to time from the general fund in the Treasury to the Fed-
eral Old-Age and Survivors Insurance Trust Fund, and the amounts
appropriated by clauses (1) and (2) of subsection (b) shall be trans-
ferred from time to time from the general fund in the Treasury to the
Federal Disability Insurance Trust Fund, such amounts to be deter-
mined on the basis of estimates by the Secretary of the Treasury of the
taxes, specified in clauses (3) and (4) of this subsection. paid to or de-
posited into the Treasury; and proper adjustments shall be made in
amounts subsequently transferred to the extent prior estimates were
in excess of or were less than the taxes specified in such clauses (3) and
(4) of this subsection.

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

* (1) (A) I.2 of 1 per centum of the wages (as defined in section
3121 of the Internal Revenue Code of 1954) paid after Decem-
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ber 31, 1956, and before January 1, 1966, and reported to the Sec- ,
retary of the Treasury or his delegate pursuant to subtitle F of
the Internal Revenue Code of 1954, (B) 0.70 of 1 per centum of
the wages (as so defined) paid after December 31, 1965. and be-
fore January 1, 1968, and so reported, and (C) 0.95 of 1 per
centum of the wages (as so defined) paid after December 31,
1967, and before January 1, 1970, "-ad so reported, (1)) 1.10 pezr
centum of the wages (as so defined) paid after December 31,
1969, and before January 1. 1973, and so reported, (E) 1.1 per
centum of the wages (as so defined) paid after I)ecember 31,
1972, and before J.anuary 1. 1974. and so reported, (F) 1.15 per
centum of the wages (as so defined) paid after l)ecemnber 31, 1973,
and before .January 1. 197s. and so reported, ((G) 1..5) per vcentim
of tile wages (a., :o deflined) paid after D)ecem,,ber 31. 1977. and
before January 1. 1979. and s.o reported, (11) 1.50 per vcentum of
the wages tas so defined) pnaid after l)ecemnlwir 31. 1978.and beore
January 1. 11.1'., and :o reported. (1) 1.65 per ceatimu of the wages
(as :o detined) jaid'after D)ecemner 31, 19,s,, and before ,Jamiu-
arv 1. li,'. and so reported, (.3) 1.94) per cemitum of thle wages
(as :o defined) paid after lhecemhinr 11. 19ý4. and before .Jani-
ary 1. 1•9)94. and :o reported. and (K) "_,.20 per centimi of the wages
(as .-o defined) paid after l)ecemnher :31. 19h9. and so reported.
whichll wvtges :-hall be certified by tile Secretary of health, Educa-
tion. anld Welfare on the ba..,is of tile records of wages established
and maintained by such Secretary in accordance with such
reports; and 1

(2) (A) 3' of 1 per centum of tile amount of self-enployment
income (as defined in section 14o2 of the Internal Revenle Code
of 1954) reported to the Secretary of the Treasury or his delegate
on tax returns under subtitle F of the Internal Revenue Code of
1954 for any taxable year beginning after D)ecember 31. 1956, and
before January 1. 1966, (B) and 0.525 of 1 per centum of tile
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 31. 19165, and before
January 1. 1968. and (C) 0.7125 of 1 per centum of the amount of
self-employment income (as so defined) so reported for any tax-
able year beginning after D)ecember 31. 1967, amid before Janu-
ary 1, 1970, (D) 0.825 of 1 per centum of the amount of self-
emp)loyment income (as so defined) so reported for any taxable
year beginning after December 31, 1969, and before January 1,
1973, (E) 0.795 of 1 per centum of the amount of self-employ-
ment income (as so defined) so reported for any taxable year
beginning after December 31, 1972, and before January 1, 1974,

P l'aragraph (1) was amended by section 102 a) (1) of Public Law 95-216. The period
at the eud of clause tK) is a technical error and should be a comma.
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(F) 0.815 of 1 per centum of the amount of self-employment
income (as so defined) as reported for any taxable year beginning
after D-cember 31, 1973. and before January 1, 1978, (G) 1.090
per centuni of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after Decem-
ber 31, 1977. and before January 1, 1979, (H) 1.0400 per centum
of the amount of .-elf-employment income (as so defined) so re-
ported for any taxable year beginning after December 31, 1978,
and before January 1, 19sl, (I) 1.2375 per centum of the amount
of self-emoploytment ineomne (as so defined) so reported for any
taxable year beginning after D)ecember 31, 19,0, and before Jan-
uary 1. 19S5. (P) 1.4250 per centum of the amount of self-employ-
Inent income (as so defined) .,o reported for any taxable year be-
gininiig after December 31, 1984, and before January 1, 1990, and
(K) 1.650 per centum of the amount of self-employment income
(as so defined) so reported for any taxable year beginning after
l)ecember 31. 19,s, which self-enployment income shall be cer-
titled by the Secretary of Ilealth, Education, and Welfare on the
basis of thIe records of seif-employnment income established and
maintained by the Secretary of lteahh, Education, and Welfare
in accordance with such returns.1

(c) With respect to the Federal Old-Age and Survivors Insurance
Trust Fund and the Federal Disability Insurance Trust Fund (here-
inafter in this title called the "Trust Funds") there is hereby created
a body to be known as the Board of Trustees of the Trust Funds (here-
inafter in this title called the "Board of Trustees") which Board of
Trustees shall be composed of the Secretary of the Treasury, the Sec-
retary of Labor, and the Secretary of Health, Education, and Welfare,
all ex officio. The Secretary of the Treasury shall be the Managing
Trustee of the Board of Trustees (hereinafter in this title called the
"Managing Trustee"). The Commissioner of Social Security shall
serve as Secretary of the Board of Trustees. Such Board of Trustees
shall meet not less frequently than once each calendar year. It shall be
the duty of the Board of Trustees to--

(1) Hold the Trust Funds;
(2) Report to the Congress not later than the first day of April

of each year on the operation and status of the Trust Funds dur-
ing the preceding fiscal year and on their expected operation and
status during the next ensuing five fiscal years;

(3) Report immediately to the Congress whenever the Board
of Trustees is of the opinion that the amount of either of the Trust
Funds is unduly small;

I Paragraph (2) was amended by sea. 102(a) (2) of PubUei Law 93-216.

23 See.. 201(c)
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(4) Recommend improvements in administrative procedures
and policies designed to effectuate the proper coordination of the
old-age and survivors insurance and Federal-State unemploy-
ment compensation program; and

(5) Review the general policies followed in managing the Trust
Funds, and recommend changes in such policies, including neces-
sary changes in the provisions of the law Nhich govern the way in
which the Trust Funds are to be managed.

The report provided for in paragraph (2) above shall include a state-
ment of the assets of, and the disbursements made from, the Trust

21-746 0 - 78 - 3

Sec. 201 (e)23-A



Ie

Sec. 201(c) 24

Funds during the preceding fiscal year, an estimate of the expected
future income to, and disbursements to be made from, the Trust Funds
during each of the next ensuing five fiscal years, and a statement of the
actuarial status of the Trust Funds. Such report shall also include an
actuarial analysis of the benefit disbursements made from the Federal
Old-Age and Survivors Insurance Trust Fund with respect to disabled
beneficiaries. Such report shall be printed as a House document of the
session of the Congress to which the report is made.

(d) It shall be the duty of the Managing Trustee to invest euch
portion of the Trust Funds as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the i-sue
price, or (2) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby
extended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Funds. Such obligations issued for purchase by
the Trust Funds shall hav:e maturities fixed with due regard for the
needs of the Trust Funds and shall b6ar interest at a rate equal to the
average market yield (computed by the Mai aging Trustee on the basis
of market quotations as of the end of the calendar month next preced-
ing the date of such issue) on all marketable interest-bearing obliga-
tions of the United States then forming a part of the public debt
which are not due or callable until after tiie expiration of four years
from the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centumn, the rate
of interest of such obligationis shall be the multiple of one-eighth of
1 per centuni nearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where hie deter-
mines that the purchase of such other obligatiors is in the public
interest.

(e) Any obligation acquired by the Trust Funds (except public-
debt obligations issued exclusively to the Trust Funds) may be sold
by the Managing Trustee at the market price, and suwh public-debt
obligations may be redeemed at par plus accrued interest.

(f) The interest on. and the proceeds from the sale or redemption
of, any obligations held in the Federal Old-Age and Survivors Insur-
ance Trust Fund and the Federal Disability Insurancc Trust Fund
shall be credited to and form a part of the Federal Old-Age and
Survivors Insurance Trust Fund and the Disability Insurance Trust
Fund, respectively.
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(g) (1) (A) The Managing Trustee of the Trust Funds (which for
Pur oses of this paragi-aph shall include al-o the Federal 1Io-pitaI
Insurance Trust Fund and the Federal Supplementary Medical Insur-
ance Trust Fund established b," title XVIII) is directed to pay from
the Trust Funds into the "T'rvasurv'--

(i) the ainouiiits est imiated l. lbyhim and the Secretary of health.
Education. and Welfare which will be, expeLnided, out of zillievs
aj)j)rolj)iiated from the gelleral fund in the Tre•-aurv. during a
three-mont h period by the D)epartment (of I health i. Education. alld
Welfare and tie Trua.urV I)Deartmienit for the admiliiitr ,tion of
titles II. XVI. and XVIII of this Aet and .suiwhapter E of cLhp-
ter 1 and sublchapter A of chapter 9 of tihe IInternal Reven'ue ('Code
of 1939, and chapters 2 adl 21 of the Internal Revenue ('ode 4)1
1954. less

(ii) the amiiounlt s eMs imiated cl pun.ualit to the lnetlhod lre..,cribe~l
by the Bloard of "l'rues under j•ragraph (4) of thlls lubl.cion)
by the Secretarv of Ilhealt . Education. anid Welfare which, will
be. expendtlel. out of mnolly"s ilmade availlabe for expe•lditiliv., fromin
t]he Trust Il"umis. durimig .umclh t hlie-Iilomth peri )(l to cover tile cost
of carryimig out tile fumi't ionl.s of t lie I )epartinviit of H lealt h, E'duca-
lion. and Welfare. specified in sectiion 232. which relate to the ad-
ministration of provisions of thle Internial Revenue ('ode of 1974
other thami those referred to ill clau:.e i).

Such pavmnelt. :.hall be carried into the Tl'a.-ury as tilhe lnt :mmmou•int of
rleayvlietlts due time general fund account for r imtubmrsemilment of ex-
penses incurred in connection Witlt tle admijli.st ration of t itl.s 1 1. XV1.
and XVIII of this Act and subchllapter E of chapter 1 and suiwlhap•er
A of chapter 9 of the Inlterlial Reen'tviue (Code of 1939. and chapters
"2 and 21 of the Internal Revenue ('ode of 1954. A final ackoult-
ing of such payments for anly fiscal year .-,all be intile at the earliest
l)ractiicable date after tle cl(oe thereof. Thure are here-by aut horized
to be •maade available for expenditure. out of anly or all of tile 'lTrust
lFund.d, such amloumlnts Is the ('ongre(s uIa deem lalpp ropilate to pay tihe
costs of the part of tihe adliinist ration l f this title, title XVI. :nd title
XVIII for which the Secretary of Hea'th. Education, and Welfare is
responsible and of carrying out the funm,'tions of the I)epartment of
Health. Education, and Welfare. siecilied in section 232, which relate
to the administration of provisions of the Internal Revenuile ('ode of
1954 other than those referred to in clause (i) of the first :leltemlce of
this subparagraph.

(B) After tile close of each fiscal year the Secretary of Health,
Education. and Welfare .-hiall determine the portion of the co:-ts,
incurred during such fiscal year. of administration of this title, title
XVI, and title XVIII and of carrying out the functions of the De-
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partmnent of Helalth, Education, and Welfare, specified in section 232,
which relate to the administration of provisions of the Internal Reve-
nue ('ode of 1954 (other than those referred to in clauses (i) of the
first senlitellce of suijparagraph (A..)). which sbioul( have been borne
by the gerleral fund in the Treasury and the po:'tion of such costs
whiich should lhave been borne by each of the Trust Funds; except
that the determination of the amounts to be borne by the general
fund in the Trva:-ury with respect to expenditures incurred in carry-
itig out suclh functions specified in section 232 shall be inade pursuant
to the inethod prescrilbd by the Board of Trustees under paragraph
(4) of this sub.e'tion. After such determination has been iiiade, th1e
Secretary of 1I1alith. Education. and Welfare, shall certify to the
Ma ngilg I "l' i1 ' e1..I.e tlie anlioullts. if any. which should be transfer-
red f rolml oinle to( anly of the ot her of such Trust Funds amid the amounts,
if any, which i. aolihd be tranz.erred between the Tlruit Funds (or
on1e of the Trust Fund.-,) and the general fund in the Treasury, in
order to insuire thdat each of the Trust Funds and the general fund in
the 'rcaSury lhave borne their proper share of the costs, incurred
during suc'h fiscal yVar. for the part of the administ ration of this
title, title XVI., and title XVIII for which the Secretary of Hlealth,
Educat ion. and Welfare. is responsible and of carrying out the func-
tions of the l)epartinent of llealth, Educaton, and Welfare, specified
in section 2.,.')" ) which relate to the administration of provisions of the
Internal Revenue Code of 1951 (other than those referred to in clause
(i) of the first sentence of subparagraph (A)). The Managing Trus-
tee is authorized and directed to transfer any such amounts in accord-
antce with anyv certification so made.1

(2) Tlhe M:anaging iTrustee is directed to pay from time to time
from the Trust F funds into the Treasury the amount estimated by
hin as taxes imposed under section 3101 (a) which are subject
to rei'fund 1inder section 6113(c) of the Internal Revenue Code of
1 ',.4 ith ru.:-pvct to wages (as defused in section 1426 of the Internal
lccl emue ('ode of 19J319 and section 3121 of the Internal Revenue Code
of 19.4) paid after D)ecembcr 31. 1950. Such taxes shall be deter-
Mailned on the basis of the records of wages established and maintained
by the Secretary of Ilcalth. Education, and Welfare in accordance
with the i•ages reported to the Commissioner of Internal Revenue
lptrsuant to section 1420(c) of the Internal Revenue Code of 1939 and
to the Secretary of the Treasury or his delegate pursuant to subtitle F
of the Internal Revenue Code of 1954, and the Secretary shall furnish
the Managing Trustee such information as may be required by the
Trustee for such purpose. The payments by the Managing Trustee
shall be covered into the Treasury as repayments to the account for

I Suhý.ectiein ) z41) 1 wa amended by section SI d of Public Law 94-202. See also section
8(f} of Public Law 94-202 which appears in this document on page 773.
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refunding internal revenue collections. Payments pursuant to the first.
se.Ittenc'e IJf tlis pltragraph shall be made from the Federal Old-Age
anl1d SurvivorS Insuran'e Trust Fund and tih. Federal D)isalbility fil-
Sliralice Triit Fund in the ratio in whi,.h amounts were appropriated
to such Trust Funds under clause (3) of sulbsection (a) of this section
and clause (1) of sub-ection (b) of this action.

(3) Repayments made under paragraph (1) or (2) shall not be
aVailalble for expenditures but slhall be carried to the surplus fund of
the Trtasutn. If it subsequently appears tilat the estimates under
either such paragraph ill any particular period were too high or too
low. appropriate ' dj - Lst ielnts shall h~e nmde Iby the Managitig Trustee
in future payments.

(4) The Hoard ()f IriiAvcs shall preus'ribe before ,Lanuary 1, 1981,
the nl tliod of deterluiniliv,, tile .:ots which :lioiild be b)1rlle liv the gen-
eral fuld in til 'l'rea-ury of carrvilig out tihe fuidtions of tle D)epart-
intuit of IHealth, EldicatioU. and Welfare, speeilied in section 232,
which relate to tl;,, adinilliist rat ion of prov\isiolns of the Internal
Reverie Code of 10.A4 (other than those xeferred to in clause (i) of
thite seten'e of plamrap-"h (1) (A) ). If at any time or times
thereafter tit, le amo ls of T".lir .ees of Truuli 'liiist Fund het•,ii ucll
action adlvi:able they iiay Vmodify the method so determined.1

(Ii) Benefit payments reqtuire(i to be madc under section 223. and
* benefit payniints required to hei made inider subsection (b). (c), or

(d). of seVt io( 202 to individuals entitled to benefits on tlie basis
of tlie wages and :elf -elli)ploynent income of an individual e(t itlhd to
(hisabilitvy iusurauice hlenelits. shall be made only from the Federal Dis-
albility' insurance 'Trust lmidnl. All other beiefir payments required
to be made tender this title (other than sect ioni 226) shall be mnade only
front thle federal Old-Age lnd Survivors IiSi;: ance Trust Fund.

( i ) (l) The Mauigi u.ig Trii-tee ,Af 'Le Federal Old-A.ge and Survi-
"\ors Insuranwe Trust 1i itid, tile Federal I)isabilitV Insurane IrIist
Fld. the Federal I hospital Insurance Trust Fund. and the Federal
Supplementary Medical In:uraance Trust Fu•1 d is authorized to ac-
cept oni behlalif f tlhe U'nited St rates iiioney gifts anid bequests made
1tijcontditionallv to auiy onle or more of such Ti" ist Funds or to the
l)epartnent of Ilealtih. Education, and Welfire, or any pait or officer
therecf, for the benefit of any of such Funds or -any activity financed
through such Fluids.

(2) Any stich gift accepted pursuant to the authority granted in
paragraph (1) of this subsection shall be deposited in-

(A) the specific trust fund designated by the donor or
(B) if the donor has not so des.ignated, the Federal Old-Age

and Survivors Insurance Trust Fund.. 1 I'~ragrai•h (4) was a:ddel by section 8 of Public Law 94-2C2. See also section 8(e)
of Public Lax 94-202 which is reprinted in this document on page 773.

27



Revised April 1978

Old-Age and Survivors Insurance Benefit Payments

Old-Age Insurance Benefits

Sec. 202. (a) Every individual who-
(1) is a fully insured individual (as defined in section 214 (a)),
(2) has attained age (2, and
(3) has tiled application for old-age insurance benefits or was

entitled to (lisalilitv insurance benefits for the month preceding
tlle lion(th in which lie attained the age of 65,

shall be tiltitled to ani old-age insurance benefit for each month, be-
gimniiig wit h the fiilt iiioth aftel August 195)0 in whichl such indi-
vidlial lb-c'miles so ct it lcd to .l.ch ini.irance benefits and ending with
thle Ii•,1t1tli i•deed•iu thle iionth inl which lie dies. Except as provided
in silb.,.ctiol 1 0) a id s.lb.,ect.io• (w ). such i individual's old-age insur-
amce l, 6w.lit for aniy nijotIi :.-iall lie equal to his p)riinriay insurance
aiiount (as defined in section 215 (a) ) for such month.

Wife's Insurance Benefits

(b)(1) 'l'lle wife (las dthtined in sect ion 216(b)) )and every divorced
wife ( as defilled in section 21;((1) ) of an individual entitled to old-age
C, di~ahilil 1 in-uI:imice benefits. if such wife or such divorced wife-

A.\ ) has filed a 1)1)1 icat ion for wife's insurance elKnefits,
(1B) h]s attained age 62 or (in the case of a wife) has in her

care (individually or jointly. with such individual) at the time of
tilinlg such applications a child entitled to a child's insurance bene-
fit on the basis of the wages and self-employmient income of such
Individual.

((') in the case of a divorced wife, is not married, and
(1)) is not entitled to old-age or disability insurance benefits

or is entitled to old-age or disability insurance benefits based on
a primary insurance amount which is less than one-half of the
primary insuran,_'e amount of such individual,

slall (subject to subsection (s) ) be entitled to a wife's insurance belie-
fit for each month be,.inning with the first month in which she becomes
so entitled to such insurance benefits and ending with the month pre-
ceding the first month in which any of the following occurs-

(E) she (lies,
(F) such individual dies,
(G) in the case of a wife, they are divorced and either (i) she

has not attained age 62, or (ii) she has attained age 62 but
has not hxen married to such iii(lividual for a period of 10 years
immediately before the date the divorce became effective,'

I Subparagrapho (G) was amended by sme. 337(b) of Public Law 95-216 effective an
specified In bec. 337(c) which appears in this document on p. 811.
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(H) in the case of a divorced wife, she marries a person other
thian such individual,

(I) in the caste of a wife who has not attained age G2, no child
of such individual is entitled to a child's insurance benefit,

(J) she becomes entitled to an old-age or disability insurance
benefit based on a primary insurance amount which is equal to or
exceeds one-half of the primary insurance amount of such indi-
vidual, or

(K) such individual is not entitled to disability insurance bene-
fits and is not entitled to old-age insurance benefits.

(2) Except as provided in subsection (q) and paragi-aph (4) of this
subzCction. such wife's in.-urance benefit for each month shall be equal
to one-half of the primary ini,,urance amount, of her husband (or, in
the case, of a divorced wife, her former husband) for such months.

(3) In the case of any divorced wife who marries--
(A) an individual entitled to benefits under subsection (f) or

(h), of this section, or
(B) an individual who has attained the age of 18 and is entitled

to benefits under subsection (d),
such divorced wife's entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1) (but subject to sub-
section (s)). !lot be terminated by reason of such marriage; except

* that, in the case 'f such a marriage to an individual entitled to bene-
fits under subsection (d). the preceding provisions of this paragraph
shall not apply with respect to benefits for months after the last month
for which such individual is entitled to such benefits under subsection
(d) unless he ceases to be so entitled by reason of his death.

(4) (A) The amioulit of a wife's insurance benefit for ealch monthly
as determined after application of the provisions of subsections (q)
and (k) shall be reduticd (but not below zero) by an amount equal to
the amount of any montilly periodic Ixllefit. payable to such wife (or
divorced wife) for s.ui'h nwonth which is based upon her earnings while
in tho service of the Federal Governmnvit or any State (or political
subdivisý.ion thereof, as defined in sectionn 218(b) (2)) if, on the last
(lay she was employtd by such entity, such service did not constitute
".;employment" as defined in section 210.

(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subp,-ragraph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic

I lParacrapl. (2) was amended by sec. 334(a) of Public Law 95-216. effective as specified
In hee. 334(fp and subject to the exception bpecifled in bec. 334(g). These subsectiona are

Sprinted in this documneut on pages 809-810.
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benefit for purposes of subparagraph (A). For purposes of this sub-
paragraph, the term "periodic benefit" includes a benefit payable in a
lump sum if it is a commutation of, or a substitute for, periodic pay-
nients.1

Husband's Insurance Benefits

(c) (1) The husband (as defined in section 216(f)) of an individual
entitled to old-age or disability insurance benefits, if such husband-

(A) has filed application for husband's insurance benefits,
(B) has attained age 62, and
(C) is not entitled to old-age or disability insurance benefits,

or is entitled to old-age or disability insurance benefits based on a
primary insurance amount which is less than one-half of the pri-
mary insurance amount of his wife,

shall be ,tnt tled to a husband's insurance benefit for each month,
beginnimig with the first. month after August. 19.0 in which lie be-
comes so entitled to such insurance benefits and endiiig with the month
preceding the montli in which any of the following occurs: lie dies,
his wife dies. theiy are diyorced, or he becomes entitled to an old-age
or disability insurance benefit, based on a primary insurance amount
which is equal to or exceeds one-half of the primary insurance amount
of his wife, or his wife is not entitled to disability insurance benefits
and is not entitled to old-age insurance benefits.1

(2) (A) The amount of a hu.-.baid's insurance benefit for each month
as determined after application of the provisions of subsections (q)
and (k) shall be reduced (but not below zero) by an amount equal to
the amount of any monthly periodic benefit payable to such husband
for such month which is ba..ed upon his earnings while in the ..ervice
of the Federal Go'ermnent or any State (or political subdivisionn
thereof, as defined in section 218(b) (2)) if, on the last day lie was
emp)loyed by :uch entity.-.uch service did not constitute "'employmneint"
as defined in section 210.

(B) For purpoLse of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary) and
such equivalent monthly benefit shall constitute a monthly periodic
benefit for purposes of subparagraph (A). For purposes of this sub-
paragraph, the term --periodic benefit" includes a benefit payable in a
lumep sum if it is a commutation of, or a substitute for, periodic
payments.

I Paragraph (4) was added by bee. 334(a) of Public Law 95-216. effective as specified in
see. X14ff) and subject to the exception specified in sec. 334(g). These subsections are
printed In this document on pages sU9-810.
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" (3) Except as provided in subsection (q) and paragraph (2) of this
*subsection, such husband's insurance benefit for each month shall be

equal to one-half of the primary insurance amount of his wife for
such monthh 1

Child's Insurance Benefits
(d) (1) Every child (as defined in section 216(e)) of an individual

entitled to old-age or disability insurance benefits, or of an individual
who dies a fully or currently insured individual if such child-

(A) has filed application for child's insurance benefits,
(B) at the time such application was filed was unmarried and

(i) either had not attained the age of 18 or was a full-time student
and had not attained the age of 22, or (ii) is under a disability (as
defined in section 223(d)) which began before he attained the
age of 22, and

(C) was dependent upon such individual-
(i) if such individual is living, at the time such application

was filed,
(ii) if such individual has died, at the time of such death,

or

'Subsection (c) was amended (in paragraphs (1). (2), and (3)) by see. 334(b) of
Public Law 95-216 effective Ls specified in sec. 334(f) and subject to toe exception spect.
fled in sec. 334kg). These subsections are printed in this document on pages •09-810.
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(iii) if such individual had a period of disability which
continued until he became entitled to old-age or disability
insurance benefits, or (if he has died) until the month of his
death, at the beginning of such period of disability or at the
time he became entitled to such benefits,

shall be entitled to a child's insurance benefit for each month, begin-
ning with the first month after August 1950 in which such child be-
comes so entitled to such insurance benefits and ending with the month
preceding which ever of the following first occurs--

(D) the month in which such child dies. or marries,
(E) the month in which such child attains the age of 18. but

only if he (i) is not under a disability (as so defined) at the time
he attains such age, and (ii) is not a full-time student during any
part of such month.

(F) if such child was not under a disability (as so defined)
at the time he attained the age of 18, the earlier of-

(i) the first month during no part of which he is a full-
time student, or

(ii) the month in which he attains the age of 22,
but only if he was not under a disability (as so defined) in such
earlier month; or

(G) if such child was under a disability (as so defined) at
the time he attained the age of IS, or if he was not under a dis-
ability (as so defined) at such time but was under a disability
(as so defined) at or prior to the time lie attained (or would at-
tain) the age of 22. the third month following the month in which
he ceases to be under such disability or (if later) the earlier of-

(i) the first moath during no part of which he is a full-
time student, or

(ii) the month in which he attains the age of 22.
but only if he was not under a disability (as so defined) in such
earlier month.

Entitlement of any child to benefits under this subsection on the basis
of the wages and self-employment income of an individual entitled to
disability insurance benefits shall also end with the month before the
first month for which such individual is not entitled to such benefits
unless such individual is. for such later month, entitled to old-age in-
surance benefits or unless he dies in such month. No payment under
this paragraph may be made to a child who would not meet the defini-
tion of disability in section 223(d) except for paragraph (1) (B)
thereof for any month in which he engages in substantial gainful
activity.

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

(3) A child shall be deemed dependent upon his father or adopting
father or his mother or adopting mother at the time specified in para-
graph (1) (C) unless, at such time, such individual was not living
with or contributing to the support of such child and-

(A) such child is neither the legitimate nor adopted child of
such individual, or

(B) such child has been adopted by some other individual.
For purposes of this paragraph, a child deemed to be a child of a fully
or currently insured individual pursuant to section 216(h) (2) (B) or
section 216(h) (3) shall be deemed to be the legitimate child of such
individual.

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

(5) In the case of a child who has attained the age of eighteen and
who marries-

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

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

such child's entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsec-
tion (s), not be terminated by reason of such marriage; except that,
in the case of such a marriage to a male individual entitled to benefits
under section 223(a) or this subsection, the preceding provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such bene-
fits under section 223(a) or this subsection unless (i) he ceases to be
so entitled by reason of his death, or (ii) in the case of an individual
who was entitled to beitefits under section 223(a), he is entitled, for
the month following such last month, to benefits under subsection (a)
of this section.

(6) A child whose entitlement to child's insurance benefits on the
basis of the wages and self-employment income of an insured indi-
vidual terminated with the month preceding the month in which such
child attained the age of 18, or with a subsequent month, may again
become entitled to such benefits (provided no* event specified in para-
graph (1) (D) has occurred) beginning with the first month there-
after in which he-
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(A) (i) is a full-time student or is under a disability (as defined
in section 223(d)). and (ii) had not attained the age of 22. or

(B) is under a di:-ability (as so defined) which began before
the close of the 84th month following the month in which his
most recent entitlement to child's insurance benefits terminated
because he ceased to be under such disability,

but only if he has filed application for such reentitleinent. Such reen-
titlement shall end with the month preceding whichever of the follow-
ing first occurs:

(C) the first month in which an event specified in paragraph
(1) (D) occurs;

(D) the earlier of (i) the first month during no part of which
he is a full-time student, or (ii) the month in which he attains the
age of 22, but only if he is not under a disability (as so defined)
in such earlier month; or

(E) if lie was under a disability (as so defined), the third month
following the month in which lie ceases to be under such dis-
ability or (if later) the earlier of-

(i) the fir-t month during no part of which he is a full-
time st udent, or

(ii) the month in which he attains the age of 22.
(7) For the purposes of this subsection-

W (.) A "full-time student" is an individual who is in full-time
attendance as a student at an educational institution, as deter-
mined lby the Secretary (in accordance with regtulations pre-
scribed by hiimi) in the lighlt of the standards and p,"ictices of the
institutions involved, except t ha:t no individual :hall be considered
a "full-time student- if lie is paid by his employer while attend-
ilng an e( .cational institution at the request. or pursuant to a re-
(ju ireinent. of his employer.

(B) Except to the extent provided in such regulations, an
individual shall be deemed to be a full-time student during any
period of nonattendance at an educational in._-titution at which
he has been in full-time attendance if (i) such period is 4 calendar
months or less. and (ii) lie shows.. to tlie satisfaction of the Secre-
tary that lie intends to continue to be in full-time attendance at
an educational institution immin diately following such period. An
individual who does not meet the requirement of clause (ii) with
respect to such period of nonattendtance shall be deemed to have
met such requirement (as of the beginniing of sluch period) if he

is in full-time atteii(lance at all educational institution immnedi-
ately following s-uch period.

(C) An "educational institution" is (i) a school or college or
university operated or directly Supl))orted by the United States,
or by any State or local government or political subdivision there-
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of, or (ii) a school or college or university which has been ap-
proved by a State or accredited by a State-recognized or
nationally-recognized accrediting agency or body. or (iii) a non-
accredited school or college or university whose credits are ac-
cepted, on transfer, by not less than three institutions which are
so accredited, for credit on the same basis as if transferred from
an institution so accredited.

(D) A child who attains age 22 at a time when he is a full-time
student (as defined in subparagraph (A) of this paragraph and
without the application of subparagraph (B) of such paragraph)
but has not (at such time) completed the requirements for. or
received, a degree from a four-year college or university shall be
deemed (for purposes of determining whether his entitlement to
benefits under this subsection has terminated under paragraph
(1) (F) and for purposes of determining his initial entitlement
to such benefits under clause (i) of paragraph (1) (B)) not to
have attained such age until the first day of the first month fol-
lowing the end of the quarter or semester in which he is enrolled
at such time (or, if the educational institution (as defined in this
palragraph) in which he is enrolled is not operated on a quarter
cr semester system, until the first day of the first month following
the completion of the course in which he is so enrolled or until
the first day of the third month beginning after such time, which-
ever first occurs).

(8) In the case of-
(A) An individual entitled to old-age insurance benefits (other

than an individual referred to in subparagraph (B)), or
(B) an individual entitled to disability insurance benefits, or

an individual entitled to o!J-age insurance benefits who was
entitled to disability insurance benefits for the month preceding
the first month for which he was entitled to old-age insurance
benefits,

a child of such individual adopted after such individual became en-
titled to such old-age or disability insurance benefits shall be deemed
not to meet the requirements of clause (i) or (iii) of paragraph (1)
(C) unless such child-

(C) is the natural child or stepchild of such individual (in-
cluding such a child who was legally adopted by such individual),
or

(D) (i) was legally adopted by such individual in aii adoption
decreed by a court of competent jurisdiction within the United
States,

(ii) was living with such individual in the United States and
receiving at least one-half of his support from such individual
(I) if he is an individual referred to in subparagraph (A), for
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* the year immediately before the month li which such individual
became entitled to old-age insurance be nelits or, if such individual
had a period of disability which continued until he had become
entitled to old-age insurance benefits, the month in which su,-i
period of di.-ability began, or (11) if he is an indiv idual referred
to in subparagraph (B), for the year immediately before the
month in which began the period of disability of such individual
which still exists at the time of adoption (or, if such child was
adopted by such individual after such individual attained age 65,
the period of di-,ability of such individual which existed in the
month preceding the month in which lie attained age 65), or the
month in which such individual became entitled to disability
insurance benefit, or (111) if he is an individual referred to in
either subiparagrapih (A) or sulb)aragraph (B) and the child is
the grandchild of such individual or his or her -l)ouse, for the ear
immediately -efore the month in which such child files his or her
application for child's insurance benefits, and

(iii) had not attained the age of IS before he began living
with such individual.

.n the ca.,c of a child who was born in the one-year period during
wiiiei such child must have been living with and receiving at least. one-half of his support from such individual, such ,-hil(t shall be.
deemed to itmeet such requiremienits for such period if, as of the close
of such period, such child has lived with such individual in the United
States and reT'eived at lea.- one-half of his support from such indi-
vidual for -ub-,tantiallv all of tl,,l period which begins on thle date of
birth of such child.

(9) (A) A child who is a child of an individual under clause (3)
of the fir.4t -entence of -ection 21G(e) and is ntot a child of :uch indi-
vidual under clause (1) or (2) of such first .-ente.ice shall be deer:ied
not to be dependent on such individual at the time specified in sub-
paiagraph (1) (C) of this sub._-ction unless (i) such child was liv-
ing with such individual in the United States and receiving at least
one-half of his -ul)l)ort from such individual (I) for the year mime-
diately before the month in which such individual became entitled to
old-age insurance benefits or disability'inszramce benefits or died, or
(II) if such individual had a period of Zisability which continued
until lie had bxec(me entitled to old-age insurance benefit z. or disability
insurance benefits. or died. for the year immediately before the month
ir. which such period of disability began. and (ii) the period during
which such child was living with such individual began before the
child attained age is.

O (B) In the ea-e of a child who was born in the one-year period dur-
ing which such child must have been living with and receiving at least
one-half of his support from such individual, such child shall be
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deemed to meet such requirements for such period if, as of the close
of such period, such child has lived with such individual in the United
States and received at least one-half of his support from such indi-
vidial for substantially all of the period which begins on the date of
such child's birth.

Widow's Insurance Benefits

(e) (1) The widow (as defined in section 216(c)) and every surviv-
ing divorced wife (as defined in section 216(d) ) of an individual who
died a fully insured individual, if such widow or such surviving di-
vorced wife--

(A) is not married,
(B) (i) has attained age 60, or (ii) has attained age 50 but has

not attained age 60 and is under a disability (as defined in sec-
tion 223(d)) which began before the end of the period specified
in paragraph (5),

(C) (i) has filed application for widow's insurance benefits, or
was entitled to wife's insurance benefits, on the basis of the
wages andI sel f-enployment income of such individual, for the
nmoijtlith p)rlteedilg the imionth in which he died. and (I) has attained
agre 65 or (II) is not entitled to benefits under subsection (a) or
section 2:23. or

(ii) was entitled, on the basis of such wages and self-employ-
ment income, to mother's insurance benefits for the month pre-
ceding the month in which she attained age 65, and

(1N is not entitled to old-age insurance be-nefits or is entitled
to old-age insurance benefits each of which is less than the pri-
mary insurance amount of such deceased in(lividual, sliall be
entitled to a widow's insurance benefit for each month, beginning
with-

(E) if she satisfies subparagraph (B) by reason of clause (i)
thereof, the first month in which she becomes so entitled to such
ins-rance benefits, or

(F) if she satisfies subparagraph (B) by reason of clause (ii)
thereof-

(i) the first month after her waiting period (as defined in
paragraph (6) ) in which she becomes so entitled to such
insurance Ihxnelits, or

(ii) the first month during all of which slhe is under a dis-
ability and in which she becomes so entitled to such insurance
benefits, but only if she was previously entitled to insurance
benefits under this subsection on the basis of being inder a
disability and such first month occurs (I) in the period
specified in paragraph (5) and (11) after the month in
which a previous entitlement to such benefits on such basis
terminated,
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and ending with the month preceding the first month in which any
of the following occurs: she remarries, dies, becomes entitled to an
old-age insurance benefit equal to or exceeding the primary insur-
ance amount of such deceased individual, or, if she became entitled to
such benefits before she attained age 60, the third month following the
month in which her disability ceases 'unless she attains age 65 on or
before the last day of such third month).

(2) (A) Except as provided in subsection (q). paragraph (8) of this
subsection, and subparagraph (B) of this paragraph, such widow's
insurance benefit for each month shall be equal to the primary insur-
ance amount (as determined after application of the following sen-
tence) of such deceased individual. If such deceased individual was
(or upon application would have been) entitled to an old-age insur-
ance benefit which was increased (or subject to being increased) on
account of delayed retirement under the provisions of subseiction (w),
then, for purposes of this subsection, such individual's primary insur-
ance amount, if less than the old-age insurance benefit (increased,
where applicable, under section 215(f) (5) or (6) and tinder section
215(i) as if such individual were still alive in the case of an individual
who has died) which he was receiving (or would upon application
have received) for the month prior to the month in which he died,
Shall 1w deemed to be equal to such old-age insurance benefit, and
(notwithsta'nding the provsions of paragraph (3) of such sub-section
(w) the number of increment months shall include any month in the
iniojith- of the calendar year in which lie died, prior to the month in
which he died, which .satisfy the conditions in paragraph (2) of such
subsection (w).1

(B) If the deceased individual (on the basis of whose wages and
self-emlployment income a widow or surviving divorced wife is en-
titled to widow's insurance benefits under this subsection) was, at any
time, entitled to an old-age insurance benefit which was reduced by
reason of the application of subsection (q), the widow's insurance
beiiefit of such widow or surviving divorced wife for any month shall,
if the auiount of the widow's insurance benefit of such widow or sur-
vivixig divorced wife (as determined under subpazagraph (A) and
after application of subsection (q)) is greater than-

(i) the amount of the old-age insurance benefit to which such
deceased individual would have been entitled (after application
of subsection (q)) for such month if such individual were still
living and section 215(f) (5) or (6) were applied, where appli-
cable,, and 2

Subparagrajih (A) vas amended by see. 2o4 (a), effective for months after May 1978
and bv ,e. :s X4A ciil) aid :3361ai Il of Public lAw 957i-216. The amewhvitnnt made by. rhee. 336(a) (1) Is effective ab specified In see. 336(c) which is prluted in this document on
page S11.

2 SublAragraph (B) (1) wac amended by sec. 204(b) of Public Law 35-216. The double
comma is a technical error.

21-746 0 - 78 - 4
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(ii) 821 percent of the primary insurance amount of such de-
ceased individual,

be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).

(3) If a widow, before attaining age 60, or a surviving divorced
wife, marries-

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

(B) an individual who has attained the ,'ge of eighteen and is
entitled to benefits under subsection (d),

such widow's or surviving divorced wife's entitleineut to benefits under
this subsection shall, notwithstanding the provisions of pa 'agraph (1)
but subject to subsection (s), not be terminated by reason of such
marriage; except tait, in the case of such a marriage to an individual
entitled to :Penefits under subsection (d), the preceding provisions of
this paragraph shall not apply with respect to benefits for months
after the last month for which such individual is entitled to such belle-
fits under subsection (d) unless he ceases to be so entitled by reason
of his death.'

(4) If a widow. aftek' attairniiig age 60. marries, such inarriage shall,
for purposes c-f paragraph (1), be deemed not to have occurred.-

(5) The period referred to in paragraph (1) (B) (ii), in the case
of any widow or surviving divorced wife, is the period beginning with
whichever of the following is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on w%'.lose wages
and self-employment income her benefits are or would be based.
or

(B) the last nionth for which she was entitled to mother's in-
surance benefits on the basis of the wages and self-eniploynient
income of such individual, or

(C) the month in which a previous entitlement to widow's in-
s' rance benefits on the basis of such wages and self-employment
income terminated because her disability had ceased.

and ending with the month before the month in which she attains age
60, or, if earlier, with the close of the eighty-fourth month following
tihe month with which such period began.

(6) The waiting period referred to in paragraph (1) (F), in the
case of any widow or surviving divorced wife, is the earliest period of
five consecutive calendar months--

I Ile graph 13) %as amended by see. 336(a1 (21 of Public Law 95-216 effective as Joe-c-
ilced • •sec. 336tc) which Im printed In rhis document on p. 811.

2 Paragraph 14) was amended by s.ec. 36(b ) 21 of Public Law 95-216 tffecti~e as i.ec-
Ified in see. 336(c) which is printed In this document on p. 811. (In general, the amend-
ment is effective January 1979.)
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(A) throughout which she has been under a disability, and
I (B) which begins not earlier than with whichever of the fol-

lowing is the later: (i) the first day of the seventeenth month
before the month in which her application is filed, or (ii) the first
day of the fifth month before the month in which the period
specified in paragraph (5) begins.

(7) In the case of an individual entitled to monthly insurance
benefits payable under this section for any month prior to January
1973 whose benefits were not redetermined under section 10-2(g) of
the Social Security Amendments of 1972, such benefits shall not be
redetermined pursuant to such section, but shall be increased pursuant
to any general benefit increase (as defined in section 215(i) (3)) or any
increase in benefits made under or pursuant to section 215(i), includ-
ing for this purpose the increase provided effective for March 1974,
as though such redetermination had been made.

(N) (A) The amount of a widow's insurance benefit for each month
as determined (after application of the provisions of sub-ections (q)
and k). paragraph (2) (B). and paragraph (4)) shall be reduced
( but not below zero) by an amount equal to the aniount of any monthly
periodic benefit payable to .zuch widow (or surviving divorced wife)
for -ciirli nonth which is ba-ed upon her earnings while in the service
of the Federal GroverIllIent or any State (or any political subdivision

* thereof, as defined in section 216(b) (2) ) if. on the last day She was
eluployed by such entity. :uch service did not constitute "elinployVienlt"
as defined in ..ection 210.

(B) For purposes of this paragraph. any periodic benefit which
otherwise meets the requirements of .,subparagraplh (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiva-
lent to a monthly benefit (as determined by the Secretary) and such
equivalent monthly benefit sha,i con.-titute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the term "periodic benefit'" includes a benefit payable in a
lump sunm if it is a commutation of, or a substitute for, periodic
payments.'

Widower's Insurance Benefits

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

(A) has not remarried,
(B) (i) has attained age 60, or (ii) has attained age 50 but has

not attained age 60 and is under a disability (as defined in section
223(d)) which began before the end of the period specified in
paragraph (6),

1 Paragrapht is) as added by gee. :334te (21 of P public Law 95-216. effective as specified
in sec. 234(f I and subject to the exception specified in see. 334(g). These subsections are
printed in this document on pp. b99-810.
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(C) has Ailed application for widower's insurance benefits or
was entitled to husband's insurance benefits, on the basis of the
wagres and self-employment income of such individual, for the
month preceding the month in which she died, and (I) has at-
tained age 65 or (II) is not entitled to benefits under subsection
(a) or section 223,

(D) is not entitled to old-age insurance benefits, or is entitled
to old-age insurance benefit.- each of which is less than the pri-
mary insurance amount of his deceased wife,

shall be entitled to a widower's insurance benefit for each month, be-
ginning with-

(E) if he satisfies subparagraph (B) by reason of clause (i)
thereof, the first month in which he becomes so entitled to such
insurance benefits, or

(F) if he satisfies subparagraph (B) by reason of clause (ii)
thereof-

(i) the first month after his waiting period (as defined in
paragraph (7)) in which he becomes so entitled to such in-
surance benefits, or

(ii) the first month (luring all of which he is under a dis-
ability and in which he becomes so entitled to such insurance
benefits, but only if lie was previously entitled to insurance
benefits under this subsection on the basis of being under a
disability and such first month occurs (I) in the period
specified in paragraph (6) and (II) after the month in
which a previous entitlement to such benefits on such basis
terminated,

and ending with the month preceding the first month in which any of
the following occurs: he remarries, dies. or becomes entitled to an old-
.age insurance benefit equal to or exceeding the primary insurance
amount of his deceased wife, or, if lie became entitled to such benefits
before he attained age 60, the third moith following the month
in which his disability ceases (unless lie attains age 65 on or before
the last (lay of stuch third month).1

(2) (A) The amount of widower's insurance benefit for each
month (as determined after application of the provisions of subsec-
tious (k) and (q), paragraph (3) (B), and paragraph (5)) shall be
reduced (but not below zero) by an amount equal to the amount of
any monthly periodic benefit payable to such widower for such month
which is based upon his earnings while in the service of the Federal
Government or any State (or any political subdivision thereof, as
defined in section 218(b) (2)) if, on the last (lay lie was employed by

I Paragraph (1) was amended by see. 334(d) (1) of Public Law 95-218.

Sec. 202 (f ) 40



Revised April 1978

such entity, such service did not constitute "employment" as defined in
section 210.

(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which is
paid on other than a monthly basis, shall be allocated on a basis equiv-
alent to a monthly benefit (as determined by the Secretary) and such
equivalent monthly benefit shall constitute a monthly periodic benefit
for purposes of subparagraph (A). For purposes of this subpara-
graph, the terni "periodic benefit" includes a benefit payable in a lump
sum if it is a commutation of, or a substitute for, periodic payments.1

(3) (A) Except as provided in subsection (q), paragraph (2), of
this subsection, and subparagraph (B) of this paragraph, such wid-
ower's insurance benefit for each month shall be equal to the primary
insurance amount (as determined after application of the following
sentence) of his deceased wife. If such deceased individual was (or
upon application would have been) entitled to an old-age insurance
benefit which was increased (or subject to being increased) on account
of delayed retirement under the provisions of subsection (w), then,
for purposes of this subsection, such individual's primary insurance
amount, if less than the old-age insurance benefit (increased, where
applicable, under section .)15(f) (5) or (6) and under section 215(i)

* as if such individual were still alive in the case of an individual who
has died) which she was receiving (or would upon application have
received) for the month prior to the month in which she died, shall be
deemed to be equal to such old-age insurance benefit, and (notwith-
standing the provisions of paragraph (3) of such subsection (w)) the
number of increment months shall include any month in the months
of the calendar year in which she died, prior to the month in which
she died, which satisfy the conditions in paragraph (2) of such sub-
section (w).2

(B) If the deceased wife (on the basis of whose wages and self-
employment income a widower is entitled to widower's insurance bene-
fits under this subsection) was, at any time, entitled to an old-age
insurance benefit which was reduced by reason of the application of
subsection (q), the widower's insurance benefit of such widower for
any month shall, if the aniount of the widower's insurance benefit of
such widower (as determined under subparagraph (A) and after ap-
plication of subsection (q)) is greater than-

(i) the amount of the old-age insurance benefit to which such
deceased wife would have been entitled (after application of sub-

SParagraph 12) u as amended by %4e. :34d)(2) of Public Law %'1-216 effective as ',pedl-
fled in s, 334(f) and subject to the exceptiun s.pecified in bec. 334(g). Thee subsections

* are printed in this document on pp. S09-IO-.
21'aragraph (3) 'A) %as amended by wec. 204(c) of Public Law 95-216 effective for

months after May 1978. Paragraph (3) (A) was also amended by bee. 334td)3) and sec.
336(b) (1). of Public Law 95-21 .
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section (q)) for such month if such wife were still living and
section 215(f) (5) or (6) were applied, where applicable,; and

(ii) 821,' percent of the primary insurance amount of such de-
ceased wife;

be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).1

(4) If a widower, before attaining age 60, remarries-
(A) an individual entitled to benefits under subsection (b),

(e), (g), or (h), or
(B) an individual who has attained the age of eighteen and is

entitled to benefits under subsection (d),
such widower's entitlement to benefits under this subsection shall,
notwithstanding the provisions of paragraph (1) but subject to sub-
section (s), not be terminated by reason of such marriage.2

(5) If a widower, after attaining the age of 60, marrieS, such
marriage shall, for purposes of paragraph (1), be deemed not to
have occurred.3

(6) The period referred to in paragraph (1) (B) (ii), in the case
of any widower, is the period beginning with whichever of the follow-
ing is the latest:

(A) the month in which occurred the death of the fully in-
sured individual referred to in paragraph (1) on whose wages
and self-employment income his benefits are or would be based, or

(B) the month in which a previous entitlement to widower's
insurance benefits on the basis of such wages and self-employ-
muent income terminated lwcause his disability liad ceased,

anti ending with the month before the month in which he attains age
60, or, if earlier, with the close of the eiglhty-fourth month following
the month with which such period began.

(7) The waiting period referred to in paragraph (1) (F), in the
case of any widower, is the earliest period of fix e consecutive calendar
months-

(A) throughout NNiich lie has been under a disability, and
(B) whii'h begv1is not earlier than with whichever of the fol-

lowin(g is tCe later: : i) the fiist dav of the seventeenth month
before the miiolthl iII wvich his application is filed, or (ii) the
Ci t day of the fifth niuiith before the month in which the period
:pciti'd in PlaigIrapl ((6) begins.4

(q) In the case of an individual entitled to monthly insurance
beiieits 1,aca'-Ie ujiir this section for any month prior to January

1 , 1..h t0 - s .;;i •, it -4ec. ".(,4611 of public Law 9,-216 de( ct" e for months
aft,.r . •l i! % , '1 i. , . i !.z t!.* ,ii, oi , is, a tev i:l ic, vrru r.

l.r,-: •, .1 4 .. see :,.V ht•). of public Law 145-21f1.
1 -I I.r. ,i i .-,y , :;,Keo,, 8) ,,f I'utdbl La w 95 1 Co t*ffeti %e as"• . 4'•Iin -rmt.. it . ' h•,.. .. i, i; t A 'n p Sli.

'1 ~la ii.;.-t '! .... vd by -4-c _Aid) (4; A) of Public Law 95-218.
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1973 whose benefits were not redetermined under section 10"2(g) of
the Social Security Amendments of 1972, such benefits shall not be
redetermined pursuant to such section, but shall be increased pursuant
to any general benefit increase (as defined in section 215 (i) (3)) or any
increase in benefits made under or pursuant to section 215(i), includ-
ing for this purpose the increase provided effective for March 1974,
as though such redetermination had been made.

Mother's Insurance Benefits
(g) (1) The widow and every surviving divorced mother (as de-

fined in section 216(d) ) of an individual who died a fully or currently
insured individual, if such widow or surviving divorced mother-

(A) is not married,
(B) is not entitled to a widow's insurance benefit,
(C) is not entitled to old-age insurance benefits, or is entitled

to old-age insurance benefits each of which is less than three-
fourths of the primary insurance amount of such individual,

(D) has filed application for mother's insurance benefits, or was
entitled to wife's insurance benefits on the basis of the wages and
self-employment income of such individual for the month pre-
ceding the month in which he died,

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

(F) in the case of a surviving divorced mother-
(i) the child referred to in subparagraph (E) is her son,

daughter, or legally adopted child, and
(ii) the benefits referred to in such subparagraph are pay-

able on the basis of such individual's wages and self-employ-
ment income,

shall (subject to subsection (s)) be entitled to a mother's insurance
benefit for each month, beginning with the first month after August
1950 in which she becomes so entitled to such insurance benefits and
ending with the month preceding the first month in which any of the
following occurs: no child of such deceased individual is entitled to a
child's insurance benefit, such widow or surviving divorced mother be-
comes entitled to a~a old-age insurance benefit equal to or exceeding
three-fourths of the primary insurance amount of such deceased in-
dividual, she becomes entitled to a widow's insurance benefit, she re-
marries, or she dies. Entitlement to such benefits shall also end, in the
case of a surviving divorced mother, with the month immediately pre-
ceding the first month in which no son, daughter, or legally adopted
child of such surviving divorced mother is entitled to a child's insur-
ance benefit on the basis of the wages and self-employment income
of such deceased individual.

43 Sec. 202(g)
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(2) Except as provided in paragraph (4) of this subsection, such
mother's insurance benefit for each month shall be equal to three-
fourths of the primary insurance amount of such deceased individual.,

(3) In the case of a widow or surviving divorced mother who mar-
ries--

(A) an individual entitled to benefits under subsection (a),
(f),or (h), or undersection 223 (a), or

(B) an individual who has attained the age of eighteen and is
entitled to benefits under subsection (d),

the entitlement of such widow or surviving divorced mother to benefits
under this subsection shall, notwithstanding the provisions of para-
graph (1) but subject to subsection (s), not be terminated by reason
of such marriage; except that, in the case of such a marriage to an
individual entitled to benefits under section 223(a) or subsection (d)
of this section, the preceding provisions of this paragraph shall not
apply with respect to benefits for months after the last month for
which such individual is entitled to such benefits under section 223(a)
or subsection (d) of this section unless (i) he ceases to be so entitled
by reason of his death, or (ii) in the case of an individual who was
entitled to benefits under section 2.23(a), he is entitled, for the month
following such last month, to benefits under subsection (a) of this
section.

(1) (A) The amount of a mother's insurance benefit for each
month to which any individual is entitled under this subsection (as
determined after application of subsection (k)) shall be reduced
(but not below zero) by anaamount equal to the amount of any
morthly periodic benefit payable to such individual for such month
which is based upon such individual's earnings while in the service
of the Federal Government or any State (or political subdivision
thereof, as defined in section 218(b)(2)) if, on the last day such
individual was employed by such entity, such service did not con-
stitute "employment" as defined in section 210.

(B) For purposes of this paragraph, any periodic benefit which
otherwise meets the requirements of subparagraph (A), but which
is paid on other than a monthly basis, shall be allocated on a basis
equivalent to a monthly benefit (as determined by the Secretary)
a'd such equivalent monthly benefit shall constitute a monthly
periodic benefit for purposes of subparagraph (A). For purposes
of this subparagraph, the term -periodic benefit" includes a benefit
payable in a lump sum if it is a commutation of, or a substitute
for, periodic paymentss'

1 Paragraph (2) was amended and paragraph (4) was added by see. 334(e) of Public
Law '5-216 effective as specifed in de". 334(f) and subject to the exception specified in
see. 334(g). These subsections are printed in this document on pp. 800-810.
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Parent's Insurance Benefits
* (h) (1) Every parent (as defined in this subsection) of an individual

who died a fully insured individual if such parent-
(A) has attained age 62,
(B) (i) was receiving at least one-half of his support from such

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

(C) has not married since such individual's death,
(D) is not entitled to old-age insurance benefits, or is entitled

to old-age insurance benefits each of which is less than 82½ per-
cent of the primary insurance amount of such deceased individual
if the amount of the parent's insurance benefit for such amount is
determinable under paragraph (2) (A) (or 75 percent of such
primary insurance amount in any other case), and

(E) has filed application for parent's insurance benefits,
shall be entitled to a parent's insurance benefit for each month begin-
ning with the first month after August 1950 in which such parent
becomes so entitled to such parent's insurance benefits and ending with
the month preceding the first month in which any of the following
occurs: such parent dies, marries, or becomes entitled to an old-age
insurance benefit equal to or exceeding 821/j percent of the primary
insurance amount of such deceased individual if the amount of the
parent's insurance benefit for such month is determinable under para-
graph (2) (A) (or 75 percent of such primary insurance amount in
any other case).

(2) (A) Except as provided in subparagraphs (B) and (C), such
parent's insurance benefit for each month shall be equal to 821,• per-
cent of the primary insurance amount of such deceased individual.

(B) For any month for which more than one parent is entitled to
parent's insurance benefits on the basis of such deceased individual's
wages and self-employment income, such benefit for each such parent
for such month shall (except as provided in subparagraph (C)) be
equal to 75 percent of the primary insurance amount of such deceased
individual.

(C) In any case in which-
(i) any parent is entitled to a parent's insurance benefit for a

month on the basis of a deceased individual's wages and self-
employment income, and
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(ii) another parent of such deceased individual is entitled to a
parent's insurance benefit for such month on the basis of such
wages and self -employment income, and on the basis of an appli-
cation filed after such month and after the month in which the
application for the parent's benefits referred to in clause (i) was
filed,

the amount of the parent's insurance benefit of the parent referred to
in clause (i) for the month referred to in such clause shall be deter-
mined under subparagraph (A) instead of subparagraph (B) and the
amount of the parent's insurance benefit of a parent referred to in
clause (ii) for such month shall be equal to 150 percent of the primary
insurance amount of the deceased individual minus the amount (be-
fore the application of section 203(a)) of the benefit for such month
of the parent referred to in clause (i).

(3) As used in this subsection, the term "parent" means the mother
or father of an individual, a stepparent of an individual by a marriage
contracted before such individual attained the age of sixteen, or an
adopting parent by whom an individual was adopted before he at-
tained the age of sixteen.

(4) In the case of a parent who marries--
(A) an individual entitled to benefits under this subsection or

subsection (b), (e), (f).or (g),or
(B) an individual who has attained the age of eighteen and is

entitled to benefits under subsection (d),
such parent's entitlement to benefits under this subsection shall, not-
withstanding the provisions of paragraph (1) but subject to subsec-
tion(s), not be terminated by reason of such marriage; except, that,
in the case of such a marriage to a male individual entitled to bene-
fits under subsection (d), the preceding provisions of this paragraph
shall not apply with respect to benefits for months after the last month
for which such individual is entitled to such benefits under subsection
(d) unless he ceases to be so entitled by reason of his death.

Lump-Sum Death Payments
(i) Upon the death, after August 1950, of an individual who died a

fully or currently insured individual, an amount equal to three times
such individual's primary insurance amount, or an amount equal to
$255, whichever is the smaller, shall be paid in a lump sum to the per-
son, if any. determined by the Secretary to be the widow or widower
of the deceased and to have been living in the same household with the
deceased at the time of death. If there is no such person, or if such per-
son dies before receiving payment, then such amount shall be paid-

(1) if all or part of the burial expenses of such insured indi-
vidual which are incurred by or through a funeral home or fun-
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eral homes remains unpaid, to such funeral home or funeral homes
to the extent of such unpaid expenses, but only if (A) any per-
son who assumed the responsibility for the payment of all or
any part of such burial expenses files an application, prior to the
expiration of two years after the date of death of such insured
individual, requesting that, such payment be made to such funeral
home or funeral homes, or (B) at least 90 days have elapsed after
the date of death of such insured individual and prior to the ex-
piration of such 90 days no person has assumed responsibility for
the payment of any such burial expenses;

(2) if all of the burial expenses of such insured individual
which were incurred by or through a funeral home or funeral
homes have been paid (including payments made under clause
(1)). to any person or persons, equitably entitled thereto, to the
extent and in the proportions that he or they shall have paid such
burial expenses;

(3) if the body of such insured individual is not available for
burial but expenses were incurred with respect to such individual
in connection with a memorial service, a memorial marker, a site
for the marker, or any other item of a kind for which expenses
are customarily incurred in connection with a death and such
expenses have been paid, to any person or persons, equitably
entitled thereto, to the extent and in the proportions that he or
they shall have paid such expenses; or

(4) if any part of the amount payable under this subsection
remains after payments have been made pursuant to clauses (1),
(2), and (3), to any person or persons, equitably entitled thereto.
to the extent and in the proportions that he or they shall have paid
other expenses in connection with the burial of such insured indi-
vidual, in the following order of priority: (A) expenses of open-
ing and closing the grave of such insured individual, (B) expenses
of providing the burial plot of such insured individual, and (C)
any remaining expenses in connection with the burial of such
insured individual.

No payment (except a payment authorized pursuant to clause (1) (A)
of the preceding sentence) shall be made to any person under this sub-
section unless application therefor shall have been filed, by or on be-
half of such person (whether or not legally competent), prior to the
expiration of two yeirs after the date of death of such insured indi-
vidual, or unless such person was entitled to wife's or husband's insur-
ance benefits, on the basis of the wages and self-employment income
of such insured individual, for the month preceding the month in which
such individual died. In the case of any individual who died out-
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side the forty-eight States and the District of Columbia after Decem-
ber 1953 and before January 1, 1957, whose death occurred while he
was in the active military or naval service of the UInited States, and
who is retairned to any of such States, the District of Columbia,
Alaska, Hawaii, the Commonwealth of Puerto Rico, the Virgin Is-
lands, Guam, or American Samoa for interment or reinterment, the
provisions of the preceding sentence shall not prevent payment to
any person under the second sentence of this subsection if application
for a lump-sum death payment with respect to such deceased in-
dividual is filed by or on behalf of such person (whether or not legally
competent) prior to the expiration of two years after the date of such
interment or reintermnent. In the case of any individual who (lied out-
side the fifty States and the District of Columbia after D)ecember
1956 while he was performing service, as a men.Lr of a uniformed
service, to which the provisions of section 210(l) (1) are applicable,
and who is returned to any State or to any Territory or possession of
the United States, for interment or reinternient, the provisions of the
third sentence of this subsection shall not prevent payment to any
person under the second sentence of this subsection if application for a
lump-suni death payment with respect to such deceased individual is
filed by or on behalf of such person (wl'ether or not legally competent)
prior to the expiration of two y-ears after the (late of such interment orreinterment.

Application for Monthly Insurance Benefits

(j) (1) Subject. to the limitations contained in paragraph (4), an
individual who would have lben entitled to a benefit tinder subsection
(a), (b), (c). (d), (e), (f), (g), or (h) for any month after August
1950 had lie filed application therefor prior to the end of such month
shall be entitled to such benefit for such nionth if he files application
therefor prior to the end of the twelfth month immediately succeeding
such month. Any benefit under this title for a month prior to the month
in which application is filed shall be reduced. to any extent that may be
necessary, so that it will not r-ender croneous any benefit. which, before
the filing of such application, the Secretary has ceil ified for payment
for such prior months.

(2) An application for any monthly benefits under this section filed
before the first month in which the applicant satisfies the require-
ments for such benefits shall be deemed a valid application only if the
applicant satisfies the requirements for such benefits before the Secre-
tary makes a final decision on the application. If upon final decision
by the Secretary, or decision upon judicial review thereof, such appli-

I Paragraph (1) was amended by see. 332(a) of Public Liw 95-216.
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cant is found to satisfy such requirements, the application shall be
* deemed to have been filed in such first month.

(3) Notwithstanding the provisions of paragraph (1), an individual
may, at his option, waive entitlement to any benefit referred to in para-
graph (1) for any one or more consecutive months (beginning with
the earliest month for which such individual would otherwise be en-
titled to such benefit) which occur before the month in which such
individual files application for such benefit; and, in such case, such
individual shall not be considered as entitled to such benefits for any
such month or months before such individual filed such application.
An individual shall be deemed to have waived such entitlement for any
such month for which such benefit would, under the second sentence
of paragraph (1), be reduced to zero.

(4) (A) Except as provided in subparagraph (B), no individual
shall be entitled to a monthly benefit under subsection (a), (b), (c),
(e), or (f) for any month prior to the month in which he or she files
an application for benefits under that subsection if the effect of entitle-
ment to such benefit would be to reduce, pursuant to subsection (q),
the amount of the monthly benefit to which such individual would
otherwise be entitled for the month in which such application is filed.

(B) (i) If the individual applying for retroactive benefits is apply-
ing for such benefits under subsection (a), and there are one or more
other persons who would (except for subparagraph (A)) be entitled
for any month, on the basis of the wages and self-employment income
of such individual anti because of such individual's entitlement to
such retroactive benefits, to retroactive benefits under subsection (b),

(c), or (d) not subject to reduction under subsection (q), then sub-

paragraph (A) shall not apply with respect to such month or any
subsequent month.

(ii) If the individual applying for retroactive benefits is a widow,
surviving divorced wife, or widower and is under a disability (as

defined in section 223(d) ), and such individual would, except for sub-

paragraph (A), be entitled to retroactive benefits as a disabled widow

or widower or disabled surviving divorced wife for any month before

attaining the age of 60, then subparagraph (A) shall not apply with

respect to such month or any subsequent month.
(iii) If the individual applying for retroactive benefits has excess

earnings (as defined in section 203(f)) in the year in which lie or she

files an application for such benefits which could, except for subpara-

graph (A), be charged to months in such year prior to the month of

application, then subparagraph (A) shall not apply to so many of

such months immediately preceding the month of application as are

required to charge such excess earnings to the maximum extent

V possible.
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(iv) As used in this subparagraph, the termn "retroactive benefits"
means benefits to which an individual bc,'onjes entitled for a month
prior to the month in which application for such benefits is filed.'

Simultaneous Entitlement to Benefits
(k) (1) A child, entitled to child's insurance benefits on the basis

of the wages and self-employment income of an insured individual,
who would be entitled, on filing application, to child's insurance bene-
fits on the basis of the wages and self-employment income of some
other insured individual, shall be deelned entitled, subject to the pro-
visions of paragraph (2) hereof, to child's insurance benefits on the
basis of the wages and self-employment income of such other individ-
ual if an application for child's insurance benefits on the basis of the
wages and self-employment income of such other individual has bken
filed by any other child who would, on filing application, be entitled
to child's insurance benefits on the basis of the wages and self-employ-
ment income of both such insured individuals.

(2) (A) Any child who under the preceding provisions of this sec-
tion is entitled for any month to child's insurance benefits on the wages
and self-employment income of more than one insured individual shall,
notwithstanding such provisions. be entitled to only one of such child's
insurance benefits for such month. Such child's insurance benefits for
such month shall be the benefit based on the wages and self-employ-
ment income of the insured individual who has the greatest primary
insurance amount, except that such child's insurance benefits for such
month shall be the largest benefit to which such child could be entitled
under subsection (d) (without the application of section 203(a)) or
subsection (m) if entitlement to such benefit would not, with respect
to any person, result in a benefit lower (after the application of section
203(a)) than the benefit which would be applicable if such child were
entitled on the wages and self-employment income of the individual
with the greatest primary insurance amount. Where more than one
child is entitled to child's insurance benefits piirsuant to the preceding
provisions of this paragraph, each such child who is entitled on the
wages and self-employment income of the same insured individuals
shall be entitled on the wages and self-employment income of the same
such insured individual.

(B) Any individual (other than an individual to whom subsection
(e) (4) or (f) (5) applies) who, under the preceding provisions of
this section and under the provisions of section 223, is entitled for any
month to more than one monthly insurance benefit (other than old-age
or disability insurance benefit) under this title shall be entitled to only
one such monthly benefit for such month, such benefit to be the largest

I Paragraph (4) was added by see. 332(a) of P.L. 915-216.
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of the monthly benefits to which he (but for this subparagraph (B))
* would otherwise be entitled for such months. Any individual who is

entitled for any month to more than one widow's or widower's insur-
ance benefit to which subsection (e) (4) or (f) (5) applies shall be en-
titled to only one such benefit for such month, such benefit to be the
largest of such benefits.

(3) (A) If an individual is entitled to an old-age or disability in-
surance benefit for any month and to any other monthly insurance
benefit for such month, such other insurance benefit for such month,
after any reduction under subsection (q), subsection (e) (2) or (f)
(3), and any reduction under section 203(a), shall be reduced, but not
below zero, by an amount equal to such old-age or disability insurance
benefit (after reduction under such subsection (q)).

(B) If an individual is entitled for any month to a widow's or
widower's insurance benefit to which subsection (e) (4) or (f) (5)
applies and to any other monthly insurance benefit under section 202
(other than an old-age insurance benefit), such other insurance bene-
fit for such month, after any reduction under subparagraph (A), any
reduction under subsection (q), and any reduction under section 203
(a), shall be reduced, but not below zero, by an amount equal to such
widow's or widower's insurance benefit after any reduction or reduc-
tions unaer such subparagraph (A) and such section 203 (a).

* (4) Any individual who, under this section and section 223, is en-
titled for any month to both an old-age insurance benefit and a dis-
ability insurance benefit under this title shall be entitled to only the
larger of such benefits for such month, except that, if such individual
so elects, he shall instead be entitled to only the smaller of such bene-
fits for such month.

Entitlement to Survivor Benefits Under Railroad Retirement Act
(1) If any person would be entitled, upon filing application there-

for to an annuity under section 2 of the Railroad Retirement Act of
1974, or to a lump-sum payment under section (6) (b) of such Act,
with respect to the death of an employee (as defined in such Act) no
lump-sum death payment, and no monthly benefit for the month in
which such employee died or for any month thereafter, shall be paid
under this section to any person on the basis of the wages and self-
employment income of such employee.

Minimum Survivor's Benefit

(m) (1) In any case in which an individual is entitled to a monthly
benefit under this section on the basis of a primary insurance amount
computed under section 215 (a) or (d), as in effect after December

S 1978, on the basis of the wages and self-employment income of a
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deceased individual for any month and no other person is (without
the application of .ubsection (j) (1)) entitled to a monthly benefit
under this section for that nionth on the basis of such wages and
self-employment income, the individual's benefit amount for that
month, prior to reductiGn under subsection (k) (3), shall not be less
than that provided by subparagraph (C) (i) (I) of section 215(a) (1)
and increased tinder section 215(i) for months after May of the year
in which the insured individual died as though such benefit were a
primary insurance amount.I

(2) In the case of any such individual who is entitled to a monthly
benefit under subsection (e) or (f), such individual's benefit amount,
after reduction under subsection (q) (1), shall be not less than-

(A) $84.50, if his first month of entitlement to such benefit is
the month in which such individual attained age 62 or a subse-
quent month, or

(B) $84.50 reduced under subsection (q) (1) as if retirement
age as specified in subsection (q) (6) (A) (ii) were age 62 instead
of the age specified in subsection (q) (9), if his first month of en-
titlement to such benefit is Uefore the month in which lie attained
age 62.

(3) In the case of any individual whose benefit amount was com-
puted (or recomputed) under the provisions of paragraph (2) and
such individual was entitled to benefits under subsection (e) or (f) for
a month prior to any month after 1972 for which a general benefit in-
crease under this title (as defined in section 215(i) (3)) or a benefit
increase under section 215(i) becomes effective, the benefit amount of
such individual as computed under paragraph (2) without regard to
the reduction specified in subparagraph (B) thereof shall be increased
by the percentage increase applicable for such benefit increase, prior
to the application of subsection (q) (1) pursuant to paragraph (2) (B)
and subsection (q) (4).

Termination of Benefits Upon Deportation of Primary Beneficiary

(n) (1) If any individual is (after the date of enactment of this sub-
section) deported under paragraph (1), (2), (4), (5), (6), (7), (10),
(11), (12), (14), (15), (16), (17), or (18) of section 241(a) of the
Immigration and Nationality Act, then, notwithstanding any other
provisions of this title-

(A) no monthly benefit under this section or section 223 shall be
paid to such individual, on the basis of his wages and self-employ-
ment income, for any month occurring (i) after the month in
which the Secretary is notified by the Attorney General that such

1 Paragraph (1) wau amended by see. 205(a) of Public Law 95-216 effective for benefits
payable after December 1978.
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individual has been so deported, and (ii) before the month in
which such individual is thereafter lawfully admitted to the
United States for permanent residence.

(B) if no benefit could be paid to such individual (or if no
benefit could be paid to him if he were alive) for any month by
reason of subparagraph (A), no monthly benefit under this section
shall be paid, on the basis of his wages and self-employment in-
conic, for such month to any other person who is not a citizen of
the United States and is outside the United States for any part of
such month, and

(C) no lump-sum death payment shall be made on the basis of
such individual's wages and self-employment income if he dies
(i) in or after the month in which such notice is received, and
(ii) before the month in which he is thereafter lawfully admitted
to the United States for permanent residence.

Section 203 (b), (c), and (d) of this Act sholl not apply with respect
to any such individual for any month for which no monthly benefit
may be paid to him by reason of this paragraph.

(2) As soon as practicable after the deportation of any individual
under any of the paragraphs of section 241(a) of the Immigration
and Nationality Act enumerated in paragraph (1) in this subsection,
the Attorney General shall notify the Secretary of such deportation.

Application for Benefits by Survivors of Members and Former Members of the
Uniformed Services

(o) In the case of any individual who would be entitled to benefits
under subsection (d), (e), (g), or (h), upon filing proper application
therefor, the filing with the Administrator of Veterans' Affairs by
or on behalf of such individual of an application for such benefits, on
the form described in section 3005 of title 38, United States Code,
shall satisfy the requirement of such subsection (d), (e), (g), or (h)
that an application for such benefits be filed.

Extension of Period for Filing Proof of Support and Applications for Lump-Sum
Death Payment

(p) In any case in which there is a failure-
(1) to file proof of support under subparagraph (B) of sub-

section (h) (1). or under clause (B) of suh-ection (f) (1) of this
section as in effect prior to the Social Security Act Amendments
of 1950, within the period prescribed by such subparagraph or
clause, or'

(2) to file, in the case of a death after 1946, application for a
lump-sum death payment under subsection (i), or under subsection

P Paragraph (1) was amended by sec. 334(d) (5) of Public Law 95-216 effective as sped-
fled in see. 334(f) which Is printed in this document on p. 809.
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(g) of this set_-tion as in effect prior to the Social Security Act
Amendments of 19.50, within the period prescrilbed by such sub-
section,

any such proof or application. as the case miay be, which is filed after
the expiration of si'li period shall be deelued to have ])een filed within
such period if it is shown to the satisfaction n of the Secretary that there
was good cause for failure to file such proof or application within
such period. 'lihe (let erininat ion of what constitutes gorod cause for
purposes of this subsection shall be made in accordance with regula-
tions of the Secretary.

Reduction of Benefi' Amounts for Certain Beneficiaries

(q) (1) If the first month for which an individual is entitled to all
old-age, wife's, husband's. widow's, or widower's insurance benefit is
a month before the month in which such individual attains retirement
age, the amount of such benefit for such niontlh and for any subse-
quent month shall, subject to the succeeding paragraphs of this sub-
section, be reduced by-

(A) 51 of 1 percent of such amount if such benefit is an old-
age insurance benefit, 25.6 of 1 percent of such amount if such
benefit is a wife's or husband's insurance benefit, or 19'.0 of 1 per-
cent of such amnouint if such benefit is a widlow's or widower's
insurance benefit. multiplied by-

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

(ii) if less, the number of such months in the adjusted reduction
period for such benefit (determined under paragraph (7)), if
such benefit is (I) for the month in which such individual attains
age 62, or (II) for the month in which such individual attains
retirement age;

and in the case of a widow or widower whose first month of entitle-
ment to a widow's or widower's insurance benefit is a month before
the month in which such widow or widower attains age 60, such bene-
fit, reduced pursuant to the preceding provisions of this paragraph
(and before the application of the second sentence of paragraph (8)).
shall be further reduced by-

(C) 43,o of 1 percent of the amount of such benefit, multiplied

by-
(D) (i) the number of months in the additional reduction

period for such benefit (determined under paragraph (6) (B)), if
such benefit is for a month before the month in which such indi-
vidual attains age 62, or
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(ii) if less, the number of months in the additional adjusted
reduction period for such benefit (determined under paragraph
(7)), if such benefit is for the month in which such individual
attains age 62 or any month thereafter.

(2) If an individual is entitled to a disability insurance benefit for
a month after a month for which such individual was entitled to an
old-age insurance benefit, such disability insurance benefit for each
month shall lbe reduced hy the amount such old-age insurance benefit
would be reduced under paragraphs (1) and (4) for such months had
such individual attained age 65 in the first month for which he most
recently became entitled to a disability insurance benefit.

(3) (A) If the first month for which an individual both is entitled
to a wife's, husband's, widow's, or widower's insurance benefit and
has attained age 62 (in the case of a wife's or husband's insurance
benefit) or age 50 (in the case of a widow's or widower's insurance
benefit) is a month for which such individual is also entitled to-

(i) an old-age insurance benefit (to which such individual was
first entitled for a month before he attains age 65), or

(ii) a disability insurance benefit,
then in lieu of any reduction under paragraph (1) (but subject to
the succeeding paragraphs of this subsection) such wife's, husband's,
widow's, or widower's insurance benefit for each month shall be re-
duced as provided in subparagraph (B), (C), or (D).

(B) For any month for which such individual is entitled to an old-
age insurance benefit and is not entitled to a disability insurance bene-
fit, such individual's wife's, or husband's insurance benefit shall be
reduced by the suin of-

(i) the amount by which such old-age insurance benefit is re-
duced under paragraph (1) for such month, and

(ii) the aniount by which such wife's or husband's insurance
benefit would be reduced under paragraph (1) for such month
if it were equal to the excess of such wife's or husband's insurance
benefit (before reduction under this subsection) over such old-
age insurance benefit (before reduction under this subsection).

(C) For any month for which such individual is entitled to a dis-
ability insurance benefit, such individual's wife's, husband's, widow's,
or wiidower's insurance benefit shall be reduced by the sum of-

(i) the amount by which such disability insurance benefit is re-
d(uced under paragraph (2) for such month (if such paragraph
applied to such benefit), and

(ii) the amount by which such wife's, husband's, widow's, or
widower's insurance benefit would be reduced under paragraph
(1) for such month if it were equal to the excess of such wife's,
husband's, widow's, or widower's insurance benefit (before re-
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du(tlij:i under tLis.s subsection) ov\,r -util disability i:,-. e
Icejlelit (1 ,fA,,e rediivt1,t, in ider this ,,ulcL'tio0.)

MD) For any Inlilth for which Sulni iMdi\'idual is e.ntitledl neither
to an old-age iu11uan1Ce bucv.jt nor to a di-sability ihsluraliwe k-enuit.
,-Ulh indivi Iual's wife's., hil-l and's. widlow's, or widower's iln.-u llatuu e
benefit :hll e I •c.duced liv the anlni(ut by which it would be reduced
11,11er par':-,,raph (I ).

(E) If the fit A month for which an individual i nt.titklvd to an old-
age insurance benefit whether such first inonth occurs before, with,
or after the month in which such individual attairs the age of 65) is
a month for which 6uich individual is also (or would, but for sub-
section (e) (1) in the case of a widow or surviving divorced wife or
sub:-ection (f) (1) in the case of a widower, be) entitled to a widow's or
wi(lower's insurance l,enefit to which such individual was first en-
titled for a month before she or lie attained retirement age, then
•uchli old-age insurai.e benefit shall be reduced by whichever of the
following is the larger:

(i) the amount by which (but for this subparagraph) such
old-age insurance benefit would have been reduced under para-
graph (1), or

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
under paragraph (1) if the period specified in paragraph (6) (A)
ended with the month before the month in which she or he at-
tained age 62 and (II) the amount by which such old-age insur-
ance benefit would be reduced under paragraph (1) if it were
equal to the excess of such old-age insurance benefit (before re-
duction under this subsection over such widow's or widower's
insurance benefit (before reduction under this subsection).

(F) If the first month for which an individual is entitled to a dis-
ability insurance benefit (when such first month occurs with or after
the month in which such individual attains the age of 62) is a month
for which such individual is also (or would, but for subsection (e) (1)
in the case of a widow or surviving divorced wife or subsection (f) (1)
in the case of a widower, be) entitled to a widow's or widower's in-
surance benefit to which such individual was first entitled for a month
before she or he attained retirement age, then such disability insurance
benefit for each month shall be reduced by whichever of the follow-
ing is larger:

(i) the amount by which (but for this subparagraph) such dis-
ability insurance benefit would have been reduced under para-
graph (2), or

(ii) the amount equal to the sum of (I) the amount by which
such widow's or widower's insurance benefit would be reduced
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under paragraph (1) if ti.e period specified in pai:.pgraplh (6) (A)
e A' with tie mo1th before the month in which she or he at-

taincd age 62 alnd 11) the ,,itount by which such disability insur-
aice lh.iefit would be icdueed under paragraph (2) if it were
equal to tie excess of such disability insurance benefit (before
reduction under this subsection) over such widow's or widower's
insurance benefit (before reduction under this subsection).

(0) If the first month for which an individual is entitled to a
disability insurance benefit (when such first month occurs before the
month in which such individual attains the age of 62) is a month for
which such individual is also (or would, but for subsection (e) (1) in
the case of a widow or surviving divorced wife or subsection (f) (1)
in the cas-e of a widower, be) entitled to a widow's or widower's in-
surance benefit, then such disability insurance benefit for each month
shall be reduced by the amount such widow's insurance benefit would
be reduced under paragraphs (1) and (4) for such month as if the
period specified in paragraph (6) (N) (or, if such paragraph does not
apply, the period specified in paragraph (6) (B)) ended with the
month before the first month for which she or he most recently be-
came entitled to a disability insurance benefit.

(H-) Notwithstanding subparagraph (A) of this paragraph, if the
first month for which an individual is entitled to a widow's or widow-

* her's insurance benefit is a month for which such individual is also en-
titled to an old-age insurance benefit to which such individual was
fir.:t entitled for that month or for a month before she or he became
entitled to a widow's or widower's benefit, the reduction in such wid-
ow's or widower's insurance benefit shall be dletermlined under para-
graph (1).'

(4) If-
(A) an individual is or was entitled to a benefit subject to re-

duction under paragraph (1) or (3) of this subsection, and
(B) such benefit is increased by reason of an increase in the

primary insurance amount of the individual on whose wages and
self-employment income such benefit is based,

then the amount of the reduction of such benefit (after the applica-
tion of any adjustment under paragraph (7)) for each month begin-
ning with tile month of such increase in the primary insurance amount
shall be computed under paragraph (1) or (3). whichever applies, as
though the incirea.-ed primary insurance amount had been in effect for
and after the nionth for which the individual first became entitled
to such monthly benefit reduced under such paragraph (1) or (3).2

(5) (A) No wife's insurance benefit shall be reduced under this sub-
section-. 1 Subparagraph (H) was amended by see. 331(c) (2) of Publid. rAw VS-21ft

0 Paragraph (4) was amended by see. 331(aI of Public Law 95-216.
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(,i) for any morth before the first month for which there is in
effect a ,vertifi,'ate filed 1by her with the Secretary. in accordance
with re. n prescribed by him, in which she elects to receive
wife's inm-iirammce kmiietits reduced as provided in this- :mu:lect'ion. or

(ii) for any month in which she has in her care ( individually
or jointly with the person on whose wages and self-i.niloyvient
Hinonie hler wife's insurance benefit is based) a child of such person
entitled to chlild's insurance benefits.

(B) Any certificate described in sul1)aragraph (A) (i) shall be ef-
fective for purposes of this subsection (and for purposes of preventing
deductions under section 203(c) (2))-

(i) for the month in which it is filed and for any month there-
after. and

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

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

(C) If a woman does not have in her care a child described in sub-
j)aragraph (A) (ii) in the first month for which she is entitled to a
wife's insura ,ce benefit, and if such first month is a month before the
month in which She attains age 65, she shall be deemed to have filed '
in such first month the certificate described in subparagraph (A) (i).

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

(6) For the purposes of this subsection-
(A) the "reduction period" for an individual's old-age, wife's,

husband's, widow's, or widower's insurance benefit is the period-
(i) beginning-

(I) in the case of an old-age or husband's insurance
benefit, with the first day of the first month for which
such individual is entitled to such benefit, or

(II) in the case of a wife's insurance benefit, with the
first day of the first month for which a certificate de-
scribed in paragraph (5) (A) (i) is effective, or

(III) in the case of a widow's or widower's insurance
benefit, with the first day of the first month for which
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such individual is entitled to such benefit or the first day
of the month in which such individual attains age 60,
whichever is the later, and

(ii) ending with the last day of the month before the
month in which such individual attains retirement age; and

(B) the "additional reduction period" for an individual's
widow's, or widower's insurance benefit is the period-

(i) beginning with the first day of the first month for
which such individual is entitled to such benefit, but only if
such individual has not attained age 60 in such first month,
and

(ii) ending with the last day of the month before the.
month in which such individual attains age 60.

(7) For purpose3 of this subsection the "adjusted reduction period"
for an individual's old-age, wife's, husband's, widowv's, or widower's
insurance benefit is the reduction period prescribed in paragraph (6)
(A) for such benefit, and the "additional adjusted reduction period"
for an individual's, widow's, or widower's, insurance benefit is the addi-
tional reduction period prescribeld by paragraph (6) (B) for such
benefit, excluding from each such period-

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

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

(C) in the case of wife's or husband's insurance benefits, any
month for which such individual was not entitled to such bene-
fits because of the occurrence of an event that terminated her or
his entitlement to such benefits,1

(D) in the case of widow's insurance benefits, any month in
which the reduction in the amount of such benefit was determined
under paragraph (5) (D),

(E) in the case of widow's or widower's insurance benefits, any
month before the month in which she or he attained age 62, and
also for any later month before the month in which he attained re-
tirement age, for which she or he was not entitled to such bene-
fit because of the occurrence of an event that terminated her or his
entitlement to such benefits, and

(F) in the case of old-age insurance benefits, any month for
which such individual was entitled to a disability insurance benefit.

(8) This subsection shall be applied after reduction under section

203(a) and after application of section 215(g). If the amount of any

1subparagraph (C) was amended by see. 3•31(e) (1) of Public Law 95-216.

Sec. 202(q)59



Revised April 1978

reduction computed under paragraph (1), (2), or (3) is not a multi-
ple of $0.10, it shall be reduced to the next lower multiple of $0.10.

(9) For purposes of this subsection, the term "retirement age" means
age 65.

(10) For purposes of applying paragraph (4), with respect to
monthly benefits payable for any month after December 1977 to an
individual who was entitled to a monthly benefit as reduced under
paragraph (1) or (3) prior to January 1978, the amount of reduction
in such be;.efit for the first month for which such benefit is increased
by reason of an increase in the primary insurance amount of the indi-
vidual on whose wages and self-employment income such benefit is
based and for all subsequent months (and similarly for all subsequent
increases) shall be increased by a percentage equal to the percentage
increase in such primary insurance amount (such increase being made
in accordance with the provisions of paragraph (8)). In the case of
an individual whose reduced benefit under this section is increased as a
result of the use of an adjusted reduction period or an additional
adjusted reduction period (in accordance with paragraphs (1) and (3)
of this subsection), then for the first month for which such increase is
effective, and for all subsequent months, the amount of such reduction
(after the application of the previous sentence, if applicable) shall be
determined-

(A) in the case of old-age, wife's, and husband's insurance
benefits, by multiplying such amount by the ratio of (i) the num-
ber of months in the adjusted reduction period to (ii) the number
of months in the reduction period,

(B) in the case of widow's and widower's insurance benefits
for the month in which such individual attains age 62, by multi-
plying such amount by the ratio of (i) the number of months in
the reduction period beginning with age 6"2 multiplied by 19'/40
of 1 percent, plus the number of months in the adjusted reduction
period prior to age 62 multiplied by 9%o of 1 percent, plus the
number of months in the adjusted additional reduction period
multiplied by 43,1' D of 1 percent to (ii) the number of months
in the reduction period multiplied by Wg'o of 1 percent, plus the
number of months in the additional reduction period multiplied
by 43124o of 1 percent, and

(C) in the case of widow's and widower's insurance benefits
for the month in which such individual attains age 65, by multi-
plying such amount by the ratio of (i) the number of months in
the adjusted reduction period multiplied by 1%o of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 43724D of 1 percent to (ii) the number of
months in the reduction period beginning with age 62 multiplied
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by 19'%o of 1 percent, plus the number of months in the adjusted
reduction period prior to age 62 multiplied by 19,'o of 1 percent,
plus the number of months in the adjusted additional reduction
period multiplied by 4%140 of 1 percent.

such determination being made in accordance with the provisions of
paragraph (8).1

(11) When an individual is entitled to more than one monthly
benefit under this title and one or more of such benefits are reduced
under this subsection, paragraph (10) shall apply separately to each
such benefit reduced under this subsection before the application of
sub.section (k) (pertaining to the method by which monthly benefits
are offset when an individual is entitled to more than one kind of bene-
lit) and the application of this paragraph shall operate in conjunction
with paragraph (3).2

Presumed Filing of Application by Individuals Eligible for Old-Age Insurance
Benefits and for Wife's or Husband's Insurance Benefits

(r) (1) If the first month for which an individual is entitled to an
old-age insurance benefit is a month before the month in which such
individual attains age 65, and if such individual is eligible for a wife's.
or husband's insurance benefit for such first month, such individual
shall be deemed to have filed an application in such month for wife's

*or husband's insurance benefits.
(2) If the first month for which an individual is entitled to a wife's

or husband's insurance benefit reduced under subsection (q) is a month
before the month in which such individual attains age 65, and if such
individual is eligible (but for section 202 (k) (4)) for an old-age insur-
ance benefit for such first month, such individual shall be deemed to
have filed an application for old-age insurance benefits--

(A) in such month, or
(B) if such individual is also entitled to a disability insurance

benefit for such month, in the first subsequent month for which
such individual is not entitled to a disability insurance benefit.

(3) For purposes of this subsection, an individual shall be deemed
eligible for a benefit for a month if, upon filing application therefor
in such month, he would be entitled to such benefit for such month.

Child Aged 18 or Over Attending School
(s) (1) For the purposes of subsections (b) (1), (g) (1), (q) (5),

and (q) (7) of this section and paragraphs (2), (3), and (4) of sec-
tion 203(c), a child who is entitled to child's insurance benefits under
subsection (d) for any month, and who has attained the age of 18 but
is not in such month under a disability (as defined in section 223(d)). I Paragraph (10) was added by see. 331(b) of Public Law 95-216.

I- Paragraph (11) was added by sec. 331 (b) of Public Law 95-216.
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shall be deemed not entitled to such benefits for such month, unless
he was under such a pliabilityy in the third month before such month.

(2) Subsection (f) (4), and so much of subsections (b) (3),
(d) (5), (e) (3), (g) (3), and (hi) (4), of this section as precedes the
semicolon. shall not, apply in the case of any child unless such child, at
the time of the marriage referred to therein, was under a disability
(as defined in section 223(d)) or had been inder such a disability
in the third iontol before the month in which such jai.rriuge occurred.

(3) So much of subsections (b) (3), (d) (5), (e) (3), (g) (3), and
(h) (4) of this section as follows the semicolon, the last sentence of
subsection (c) of section 203, subsection (f) (1) (C) of section 203,
and subsections (b) (3) (B), (c) (6) (B), (f) (3) (B), and (g) (6) (B)
of section 216 shall not apply in the case of any child with respect
to any month referred to therein unless in such month or the third
month prior thereto such child was waider a disability (as defined in
section 223 (d)).'

Suspension- of Benefits of Aliens Who Are Outside the United States

(t) (1) Notwithstanding any other provision of this title, no
monthly benefits shall be paid under this section or under section 223
to any individual who is not a citizen or national of the United States
for any month which is-

(A) after the sixth consecutive calendar month during all of
which the Secretary finds, on the basis of information furnished
to him by the Attorney General or information which otherwise
comes to his attention, that such individual is outside the United
States, and

(B) prior to the first month thereafter for all of which such
individual has been in the United States.

For purposes of the preceding sentence, after an individual has been
outside the United States for any period of thirty consecutive days he
shall be treated as remaining outside the United States until lie has
been in the United States for a period of thirty consecutive days.

(2) Paragraph (1) shall not apply to any individual who is a citi-
zen of a foreign country which the Secretary finds has in effect a social
insurance or pension system which is of general application in such

country and under which-
(A) periodic benefits, or the actuarial equivalent thereof, are

paid on account of old-age, retirement, or death, and
(B) individuals who are citizens of the United States but not

citizens of such foreign country and who qualify for such benefits
are permitted to receive such benefits or the actuarial equivalent

I Subsection (3) was amended by see. 334(d) (6) of Public Law 95-216 effective as
specified In sec. 334(f) which is printed in this document on p. 809.
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thereof while outside such foreign country without regard to
the duration of the absence.

(3) Paragraph (1) shall not apply in any case where its application
would be contrary to any treaty obligation of the United States in
effect on the date of the enactment of this subsection.

(4) Paragraph (1) shall not apply to any benefit for any month if-
(A) not less than forty of the quarters elapsing before such

month are quarters of coverage for the individual on whose wages
and stlf-emlployment income such benefit is based, or

(B) the individual on whose wages and self-employment in-
come such benefit is based has, before such month, resided in the
United States for a period or periods aggregating ten years or
more, or

(C) the individual entitled to such benefit is outside the United
States while in the active military or naval service of the United
States, or

(D) the individual on whose wages and self-employment in-
come such benefit is based died, before such month, either (i)
while on active duty or inactive duty training (as those terms are
defined in section 210(1), (2) and (3) as a member of a uniformed
service (as defined in section 210(m)), or (ii) as the result of a
disease or injury which the Administrator of Veterans' Affairs
determines was incurred or aggravated in line of duty while on
active duty (as defined in section 210(1) (2)), or an injury which
lie determines was incurred or aggravated in line of duty while
on inactive duty training (as defined in section 210(1) (3)), as
a member of a uniformed service (as defined in section 210(m)),
if the Administrator determines that such individual was dis-
charged or released from the period of such active duty or in-
active duty training under conditions other than dishonorable,
and if the Administrator certifies to the Secretary his determina-
tions with respect to such individual under this clause, or

(E) the individual on whose employment such benefit is based
had been in service covered by the Railroad Retirement Act which
was treated as employment covered by this Act pursuant to the
provisions of section 5(k) (1) of the Railroad Retirement Act;

except that subparagraphs (A) and (B) of this paragraph shall not
apply in the case of any individual who is a citizen of a foreign
country that has in effect a social insurance or pension system which
is of general application in such country and which satisfies subpara-
graph (A) but not subparagraph (B) of paragraph (2), or who is
a citizen of a foreign country that has no social insurance or pension
system of general application if at any time within five years prior
to the month in which the Social Security Amendments of 1967 are
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enacted (or the first nionth thereafter for which his benefits are sub-
ject, to SuSp)enision lider paragraph (1)) payments to individuals re-
siding in such country were withheld by the Treasury Department
under the first section of the Act of October 9, 1940 (31 U.S.C. 123).

(5) No pe,'soi who is. or upon application would be, entitled to a
monthly benefit umder this section for December 1956 shall be de-
prived. by reason of paragraiph (1), of such benefit or any other bene-
fit based on the wa-es and self-emlployennt income of the individual
on whose wages and self-employnient income such monthly benefit for
December 1956 is based.

(6) If an individual is outside the United States when he dies and
no benefit umay, by reason of piaragralph (1) or (10) be paid to him for
the month preceding the month in which he (lies, no lump-sinmi death
paviiienlt may he inade on the basis of such individual's wages and self-
eiiiployment 

incolie.

(7) Subsections (b), (c), and (d) of section 203 shall not apply
with respect to any individual for any month for which no monthly
benefit may be paid to him by reason of paragraph (1) of this sub-
section.

(8) The Attorney General slhall certify to the Secretary such infor-
ilation regardlitg aliens who depart from the United States to any
foreign country (other thaitn a foreign country which is territorially
contiguous to the continental United States) as may be necessary to
enable the Secretary to carry out the purposes of this subsection and W

shall otherwise aid, assist, and cooperate with the Secretary in obtain-
ing such other information as may be necessary to enable the Secretary
to carry out the pl)oi.1ss of this subsection.

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

(10) Notwithstanding any other provision of this title, no monthly
benefits shall be paid under this section or under section 223, for any
month beginning after June 30, 1968, to an individual who is not a
citizen or national of the United States and who resides during such
month in a foreign country if payments for such month to individuals
residing in !.u!lh coulltry are withheld by the Treasury Department
under the list section of the Act of October 9, 1940 (31 U.S.C. 123).

Effect of Conviction of Subversive Activities, etc.

(u) (1) If any individual is convicted of any offense (committed
after the date of the enactment of this subsection) under-

(A) chapter 37 (relating to espionage and censorship), chapter
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10.5 (relating to sabotage), or cliapter 115 (relating to treason,
sedition, and subversive activities) of title 18 of the United States
Code, or

(B) section 4, 112, or 113 of the Internal Security Act of 1950,
as amended,

tlden the court may, in addition to all other penalties provided by law,
impose a penalty that in dtetermiiiiing whether any monthly insurance
benefit under this section or .,wctiol 223 is payable to such individual
for the niouth in which le is convicted or for any month thereafter, in
determining the amount of any such benefit. payable to such individual
for any such month, and in determining whet her such individual is
entitled to insurance benefits under part A of title XVIII for any such
month, there shall not be taken into account-

(C) any wages paid to such individual or to any othzu individ-
ual in the calendar year in which such conviction occurs or in
any prior calendar year, and

(D) any net earnings from self-employment derived by such
individual or Iby any other individual during a taxable year in
which such conviction occurs or during any prior taxable year.1

(2) As soon as practicable after an additional penalty has, pursuant
to paragraph (1). been imposed with respect to any individual, the

* Attorney General shall notify the Secretary of such imposition.
(3) If any individual with respect to whoiji an additional penalty

has been imposed pursuant to paragraph (1) is granted a pardon of
the offense by the President of the United States, such additional
penalty shall not apply for any month beginning after the date on
which such pardon is granted.

Waiver of Benefits

(v) Notwithstanding any other provisions of this title, in the case
of any individual who files a waiver pursuant to section 1402(h) of the
Internal Revenue Code of 1954 and is granted a tax exemption there-
under, no benefits or other payments shall be payable under this title
to hin. no payments shall be made on his behalf under part A of title
XVIII. and no benefits or other payments under this title shall be
payable on the basis of his wages and self-employment income to any
other person, after the filing of such waiver; except that, if thereafter
such individuals tax exemption under such section 140'2(h) ceases to
be effective, such waiver shall c-ase to be applicable in the case of bene-
fits and other payments under this title and part A of title XVIII
to the extent based on his self-employment income for and after the
first taxable year in which such tax exemption ceases to be effective
and on his wages for and after the calendar year (if any) which
begins in or with the beginning of such taxable year.

I Paragraph (1) was amended by see. 353(f) (1) of Public Law 95-216.
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Increase in Old-Age Insurance Benefit Amounts on Account of Delayed
Retirement

(w) (1) The amount of an old-age insurance benefit (other than a
benefit based on a primary insurance amount determined under sec-
tion 215(a) (3) as in effect in December 1978 or section 215(a) (1) (C)
(i) (1I) as in effect then after) which is payable without regard to
this suL-ection to an individual shall be increased by-

(A) A one-twelffth if 1 percent of such aiotunt, or, in the case of
an individual who first becomes eligible for an old-ag.e insurance
benefit after December 1978. one-quarter of 1 percent of such
amount, multiplied by

(B) ilie nuiile.r (if alliy) of the le,'ri'll'ni ntontllis for such
individual.

(2) Folr ,•irpo. of this s•m,.et ion, the mimmmnh1wr of mci, cement month!0s
for anyv indtli 'ivdual shall Ix laiii ,cr ,,lual ,,t lie t,,tal niui•tber of the
monthlis-

(.A) whlich hlave ela ,:ei1 :tfter thlie 1i1'dlth I before thle Inmonth in
which :-lmch ili di lm at tai14i•' I : 6 .;5 or (if l:arer) I)ece'nber
1970 ai! p rior to thle ni•,,mth in which such I•idividlual attained
age 12. and

(B) with respect to wlji-
(i) such in(livi~liil was a fully insure,! individual (as

(t-fil•C(i in section 214 (a)). and
(ii) stch individual either was not emitithld to an old-age

insurance bejielit or suffered deductions tindidr sect ion 203 (b)
or 203(c) in aniounts equal to the amnount of such benefit.

(3) For purposes, of applying the p)rovisions of laragiraph (1), a
(lhter-imimation s.lhall Ine Ita(le immlder pla:agmraph (2) for each year, begin-
ning with 1972, of the total nuniber of an individual's increment
unonths through the year for which the (letermination is miade and the
total so determined shall be al)p)lical)le to such individual's old-age
insurance Ix-nefits beginning with benefits for January of the year fol-
lowing the year for which such determination is Jnade" except that
the totol number al)lplicaable in the case of an individual who attains
age 72 after 1972 shall be determined through the month before the
month in which he attains such age and shall be applicable to his old-
age insurance benefit beginning with the month in which he attains
such age.

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

(5) If an individual's priliary insurance amount is determined
under paragraph (3) of section 215(a) as in effect in December 1978,

tParagraph (1) wam nmondi, d hr ,;ee. 203 and u ,ee. 205(h) (1) of Pulle Law 97-211. A
The :inendwent by see. 205(h) iI) i; effecti•e f,ir benefits for months after December 1175.
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or section 215(a) (1) (C) (i) (II) as in effect thereafter, and, as a

result of this shii.;ection, he would be entitled to a higher old-age
insurance benefit if his primary insurance amount were determined
under section 215(a) (whether before, in, or after December 1978)

without regard to such l 1 aragraph, such individual's old-age insurance
benefit ba.-ed upon his primary insurance amount determined under

such paragraph slall be increased by an amount equal to the difference

between such benefit and the benefit to which he would be entitled if

his primary insurance amount were determined under such section

without regard to ,.i('h paragraph)1

Reduction of Insurance Benefits

Maximum Benefits

Sec. 203. (a) (1) In the ca.-e of aii individual wlioe primai'y insur-

ance amount has been computed or recompjuted under sect ion .215(a)

(1) or (4), or section 215(d), as ini effect after I)ecember 1978, the

total iontihly benefits to which beneficiaries unay 1e entitled under

section 202 or 223 for a mnontlh on the basis of the wages and self-

employment income of such individual shall, except as provided by

paragraph (3) (but prior to aiiy increases resulting from Ihle applica-

tion of paragraph (2) (A) (ii) (Il) of section 215(i)), he redliced

as necessary so as not to exceed-
(A) 150 percent of such individuals primary insurance

amount to the extent that it does not exceed the amount estab-
lished with respect to this subparagraph by paragraph (2),

(B) 272 percent of such individual's primary insuranlce
amount to the extent that it exceeds the amount established with
respect to subparagraph (A) but does not exceed the amount

established with respect to this subparagraph by paragrv-ph (2).

(C) 134 percent of such individual's primary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (B) but does not exceed the amount
established with respect to this subparagraph by paragraph (2),
and

(D) 175 percent of such individual's primary insurance
amount to the extent that it exceeds the amount established with
respect to subparagraph (C).

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

1 Paragraph (5) was amenided by see. 205(b) (2) and (3) of Public Law 95-216 effective
for benefits for months after lDecember 197S.
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(2) (A) For individuals who initially *K'come eligible for old-age
or abilityy insurance benefits. or who die (before becoming so eligi-
ble for .,uch benefits). in the calendar year 1979. the amounts estab-
lished with respect to sulbparagraphs (.A), (B). and (C) of para-
grapih ( 1 ) -.hall be $230. S332. and 133. respectively.

(13) For individuals wlho initially come eligible for old-age or
disabililtv insurance benefits, or who (lie (before Iwcoining so eligible
for such blenlits). in any calendar year after 1979. each of the anmounts
so estaidlied shall eqiual tile product of the vorre-pontding amount
established for the cahledar year 1979 by subparagraph (A) of
this paragralph and the quotient olbtainedi kinder ,Idubplragralph ( B)
(ii) of actionon 215(a)(1). with .-uch irodudt lbeinig rounded in the
;manner lrec.-ril~ed ly -•,tin "15 (a) ( 1) (B;) ( iii ).

(C) In each .alendher year after 1978 the Secretary .-hall publish
in the Federal Register, on (Ir before November 1. the fornmula which
(except as provided in -ect'ion 215(i)(2) (1))) is to be applicable
under this paragraph to individuals who becomle eligible for ohl-ave
or di.,ability ins-urance bleieits, or who dlie (4for'e lbecOlning eligible
for such lbnelits), in the following calendar year.

(D) A year shall not be counted as the year of an individual's death
or eligibility for purposes of this paragraph or paragraaph (7) in any
case where such individual was entitled to a ali-ability insurance benIe-
fit for any of the 12 miiontlhs inuinediatelv p)receding tile uaonllth of such
death or eligibility (but there ,hall lbe counted instead the year of th,
individual's eligibi ity for the disability insurance benefits to which he
was entitled during :utich 12 months).

(3) (A) When an individual who is entitled to benefits on the basis
of the wages and self-ep)loyment income of any ilnsured individual
and to whom this subsection applies would (but for the provisions of
section 202(k) (2) (A)) be entitled to child's insurance 1,enefits for a
month on the basis of the wages and self-employment income of one
or more other inasured individuals, the total monthly benefits to which
all beneficiaries are entitled on the bases I of such wages :tiid s.elf-emil-
ployment income shall not be reduced under this sub:ection to le5s
than the smaller of-

(i) the sum of the maximum amounts of benefits payable on
the basis of the wages and self-eniploynuqut income of all such
insured individuals, or

(ii) an amount equal to the product of 1.75 and the primary
insurance amount that would be compauted under section 215(a)
(1) for that month with respect to average indexed monthly
earnings. equal to one-twelfth of the contribution and benefit base
determined for that vear under section 230.

1 Tie word "ha~es" in a technical error In "he law. It should read "basis".
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(B) When two or more persons were entitled (without the appli-
cation of section 202(j)(1) and section 223(b)) to monthly benefits
tinder section 202 or 223 for January 1971 or any prior month on the
basis of the wages and self-employment income of such insured indi-
vidual and the provisions of this subsection as in effect for any such
month were applicable in determining the benefit amount of any per-
sons on the basis of such wages and self-employment income, the total
of benefits for any month after January 1971 shall not ],e reduced to
less than the largest of-

(i) the amount determined under this subsection without re-
gard to this subparagraph,

(ii) the largest amount which has been determined for any
month under this sub.section for persons entitled to monthly
benefits on the basis of such insured itidividimal's wages and self-
employm|ent income, or

(iii) if any persons are entitled to benefits on the basis of such
wages and self-eniployment income for the month be-fore the effec-
tive month (after September 1972) of a general lIxnefit increase
iinder this title (as defined in section 215(i) (3)) or a benefit in-
crease under the provisions of section 215(i), an amount equal
to the stum of amounts derived by multiplying the Ibnefit amount
determined under this title (excluding any part thereof deter-
mined tinder section 202(w)) for the month before such effective
month (including this subsection, but without the application of
section 222(b). section 202(q), and subsections (b), (c), and (d)
of this sectionn, for each such person for such month. by a per-
centage equal to the percentage of the increase provided under
such benefit increase (with any such increased amount which is
not a multiple of $0.10 being rounded to the next higher multiple
of $0.10) ;

but in any such case (I) subparagraph (A) of this paragraph shall not
be applied to such total of bPenefits after the application of clause (ii)
or (iii). and (II) if section 202(k) (2) (A) was applicable in the case
of any such bemelits for a month, and ceases to apply for a month after
such month, the provisions of clause (ii) or (iii) shall be applied, for
and after the month in which section 202(k) (2) (A) ceases to apply,
a,; though silil)aragraph (A) of this paragraph had not been appli-
cable to s,,uch total of benefits for the last month for which clause (ii)
or (iii) was applicable.

(C) Wheen any of such individuals is entitled to monthly benefits as
a (livorced spouse under section 202 (b) or (c) or as a surviving di-
vorcedl sl)oipoe tinder section 202 (e) or (f) for any month, the benefit
to which he or she is entitled on the basis of the wages and self-em-

21-746 0 - 78 - 6
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ployment income of such insured individual for such month shall
be determined without regard to this subsection, and the benefits of all
other individuals who are entitled for such month to monthly benefits
under section 2002 on the wages and self-employment income of such
insured individual shall he determined as if no such divorced spouse
or surviving divorced spouse were entitled to benefits for such month.

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

(5) Not withstanding any other provision of law, when-
(A) two or inore persons are entitled to monthly benefits for a

particular month on the basis of the wages and self-employment
income of an insured individual and (for such particular month)
the provisions of this sub.sction are applicable to such monthly
benefits, and

(B) such individual's primary insurance amount is increased
for the following month under any provision of this title,

then the total of monthly benefits for all persons on the basis of such
wages and self-employment income for such particular month, as
determined under the provisions of this subsection, shall for purposes
of determining the total monthly benefits for all persons on the basis
of such wages and self-employnent income for months subsequent to
such particular month be considered to have been increased by the
smallest amount that would have beeni required in order to assure that
the total of monthly benefits payable on the basis of such wages and
self-employment income for any such subsequent month will not be
less (after the application of the other provisions of this subsection
and section 202(q)) than the total of monthly benefits (after the
application of the other provisions of this subsection and section 202
(q)) payable on the basis of such wages and self-em ployment income
for such particular month.

(6) In the case of any individual who is entitled for any month
to benefits based upon the primary insurance amounts of two or more
insured individuals, one or more of which primary insurance amounts
were determined under section 215(a) or 215(d) as in effect (without
regard to the table contained therein) prior to January 1979 and one
or more of which primary insurance amounts were determined under
section 215(a) (1) or (4), or section 215(d). as in effect after Decem-
ber 1978, the total benefits payable to that individual and all other
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individuals entitled to benefits for that month based upon those pri-
mary in-urance aniounts shall be reduced to an amount equal to the
product of 1.75 and the primary insurance amount that would be com-
puted under section 215(a) (1) for that month with respect to average
indexed monthly earnings equal to one-twelfth of the contribution
and hx-nefits ba.e determined under .-sction 230 for the year in which
that month occurs.

(7) Subject to paragraph (6), this subsection as in effect in Decem-
ber 1978 shall remain in effect with respect to a primary insurance
amount computed under section 215 (a) or (d), as in effect (without
regard to the table contained therein) in December 1978, except that a
primary insurance amount so computed with respect to an individual
who first becomes eligible for an old-age or disability insurance benefit,
or dies (before becoming eligible for such a benefit), after December
1978, shall instead be governed by this section as in effect after Decem-
ber 1978.

(8) When-
(A) one or more persons were entitled (without the applica-

tion of section 20)2(j) (1)) to monthly benefits under section 202
for May 1978 on the basis of the wages and self-employment
income of an individual,

(B) the benefit of at least one such person for June 1978 is
increased by reason of the amendments made by section 204 of
the Social Security Amendments of 1977; and

(C) the total amount of benefits to which all such persons are
entitled under such section 202 are reduced under the provisions
of this subsection (or would be so reduced except for the first
sentence of section 203 (a) (4)),

then the amount of the benefit to which each such person is entitled
for months after May 1978 shall be increased (after such reductions
are made under this subsection) to the amount such benefits would
have been if the benefit of the person or persons referred to in subpara-
graph (B) had not been so increased."

Deductions on Account of Work
(b) Deductions, in amounts and at such time or times as the Secre-

tary shall determine, shall be made from any payment or payments
under this title to which an individual is entitled. and from any pay-
ment or l)ayments to which any other persons are entitled on the basis
of such individual's wages and self-employment income, until the total
of such deductions equals-

I See. 203(na) was amended br see. 202 of Public Law 95-216 effective for benefits parable
for months after DeIpember 1978 and paragraph (9) was added to see. 203(a) by see. 204(e)m ,,f Pihlic law 9e5-216 effective for h#nefits for months after May 197S. The words "bene-
fits hase" in paragraph 16) ari- a technical error in the law and sh,,uld read "benefit batie".
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(1) such individual's benefit or benefits under section 202 for
any month, alnd

(2) if such individual was entitled to old-age insurance benefits
under section 202 (a) for such month, the benefit or benefits of all
other persons for such month under section 202 based on such
individual's wages and self-employment income,

if for such month lie is charge'l with excess earnings, under the pro-
visions of subsection (f) of this section, equal to the total of benefits
referred to in clauses (1) and (2). If the excess earnings so charged
are less than such total benefits, such deductions with respect to such
month shall be equal only to the amount of such excess earnings. If
a child who has attained the age of 18 and is entitled to child's insur-
ance benefits, or a person who is entitled to mother's insurance bene-
fits, is married to an individual entitled to old-age insurance benefits
under section 202(a), such child or such person, as the case may be,
shall, for the purposes of this subsection and subsection (f), be deemed
to be entitled to such benefits on the basis of the wages and self-
-mployinent income of such individual entitled to old-age insurance
benefits. If a deduction has already been made under this subsection
with respect to a person's benefit( or benefits under section .202 for a
month, lie shall be deemed entitled to payments tinder such section
for such month for purposes of further deductions under this sub-
section. and for purposes of charging of each person's excess earnings
under subsection (f), only to the extent of the total of his benefits
remaining after such earlier deductions have been made. For purposes
of this subsectioiL and subsection (f)-

(A) an individual shall be deemed to be entitled to payments
under section 202 equal to the amount of the benefit or benefits to
which he ;s entitled under such section after the application of
subsection (a) of this section, but without the application of tho
penultimate sentence thereof; and

(B) if a deduction is made with respect to an individual's
benefit or benefits lnder section 202 because of the occurence in
any month of an event specified in subsection (c) or (d) of this
section or in section 222(b). suich individual shall not be consid-
ered to be entitled to any benefits under such section 202 for such
month.

Deductions on Account of Noncovered Work Outside the United States or
Failure To Have Child in Care

(c) Deductions, in such amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's benefits or benefit under
section 202 for any month-
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(1) in which such individual is under the age of seventy 1
and on seven or more different calendar days of which he engaged
in noncoiered remunerative activity outside the United States; or

(2) in which such individual, if a wife under age sixty-five
entitled to a wife's insurance benefits, did not have in her care
(individually or jointly with her husband) a child of her hus-
band entitled to a child's insurance benefit and such wife's insur-
ance benefit for such month was not reduced under the provisions
of section 202(q) ; or

(3) in which such individual, if a widow entitled to a mother's
insurance benefit, did not have in her care a child of her deceased
husband entitled to a child's insurance benefit; or

(4) in which such an individual, if a surviving divorced mother
entitled to a mother's insurance benefit, did not have in her care a
child of her deceasci former husband who (A) is her son, daugh-
ter, or legally adopted child and (B) is entitled to a child's in-
surance benefit on the basis of the wages and self-employment
income of her deceased former husband.

For purposes of paragraphs (2), (3), and (4) of this subsection, a
child shall not be considered to be entitled to a child's insurance benefit
for any month in which paragraph (1) of section 202(s) applies or an
event specified in sections 222(b) occurs with respect to such child.

* Subject to paragraph (3) of such section 202(s), no deductions shall
be made under this subsection from any child's insurance benefit for
the month in which the child entitled to such benefit attained the age
of eighteen or any subsequent month; nor shall aly deduction be
made under this subsection from any widow's insurance benefits for
any month in which the widow or surviving divorced wife is entitled
and has not attained age 65 (but only if she became so entitled
prior to attaining age 60), or from any widower's insurance benefit for
any nionthl in which the widower is entitled and has not attained age
65 (but only if he became so entitled prior to attaining age 60).

Deductions From Dependents' Benefits on Account of Noncovered Work Out-
side the United States by Old-Age Insurance Beneficiary

(d) (1) Deductions shall be made from any wife's, husband's, or
child's insurance benefit, based on the wages and self-employment
income of an individual entitled to old-age insurance benefits, to which
a wife, divorced wife, husband, or child is entitled, until the total of
such deduction equals such wife's, husband's, or child's insurance
benefit or benefits under section 20'2 for any month in which such
individual is under the age of sev(nty 2 and on .-even or more.In subsection (c)(1). see. 302(a) of Public Law 95-216 changed "seventy-two" to

seventy" effP'tive for taxable .ears ending after l)Pc. m1. lisl.
- In subsection id pl). see. :"p2ia) of Public Law !.'5-216 changed "Kventy-two" to

".,eventy" effective for taxable years ending after Dec. 31. 1981.
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different calendar days of which he engaged in noncovered remunera-
tive activity outside the United States.

(2) Deductions shall be made from any child's insurance benefit to
which a child who has attained the age of eighteen is entitled, or from
any mother's insurance benefit to which a person is entitled, until the
total of such deductions equals such child's insurance benefit or bene-
fits or mother's insurance benefit or benefits under section 20-2 for any
month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to old-age insur-
ance benefits and on seven or more different calendar days of which
such individual engaged in noncovered remunerative activity outside
the United States.

Occurrence of More Than One Event

(e) If more than one of the events specified in subsections (c) and
(d) and section .222(b) occurs in any one month which would occasion
deductions equal to a benefit for such month, only an amount equal
to such benefit shall be deducted.

Months to Which Earnings Are Charged

(f) For purposes of subsection (b)-
(1) The amount of an individual's excess earnings (as defined

in paragraph (3)) shall be charged to months as follows: There
shall be charged to the first month of such taxable year an amount
of his excess earnings equal to the sum of the payments to which
he and all other persons are entitled for such month under section
202 on the basis of his wages and self-employment income (or the
total of his excess earnings if such excess earnings are less than
such sum), and the balance, if any, of such excess earnings shall
be charged to each succeeding month in such year to the extent, in
the case of each such month, of the sum of the payments to which
such individual and all other persons are entitled for such month
under section 202 on the basis of his wages and self-employment
income, until the total of such excess has been so charged. Where
an individual is entitled to benefits under .section 202 (a) and other
persons are entitled to benefits under section 202(b). (c), or (d)
on the basis of the wagF. and self-employment income of such
individual, the excess earnings of such individual for any taxable
year shall be charged in accordance with the provisions of this
subsection before the excess earnings of such persons for a taxable
year are charged to months in such individual's taxable year.
Notwithstanding the preceding provisions of this paragraph, but
subject to section 202(s). no part of the excess earnings of an in-
dividual shall be charged to any month (A) for which such indi-
vidual was not entitled to a benefit under this title. (B) in which
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such individual was age seventy I or over, (C) in which such
individual, if a child entitled to child's insurance benefits, has
attained the age of 18, (D) for which such indIividual is entitled to
widow's insurance benefits and has not attained age 65 (but only if
she became so entitled prior to attaining age 60) or widower's in-
surance benefits and has not attained age 65 (but only if he became
so entitled prior to attaining age 60), or (E) in which such
individual did not engage in self-employment and did not render
services for wages (determined as provided in paragraph (5) of
this subsection) of more than the applicable exempt amount its de-
termined under paragraph (8), if such month is in the taxable
year in which occurs the first month that is both (i) a month for
which the individual is entitled to benefits under subsection (a),
(b), (c), (d), (e), (f), (g), or (h) of section 202 (without having
been entitled for the preceding month to a benefit under any other
of such subsections), and (ii) a month in which the individual did
not engage in self-employment and did not render services for
wages (determined as provided in paragraph (5)) of more than
the applicable exempt amount as determined under paragraph
(8).2

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

(3) For purposes of paragraph (1) and subsection (h), an in-
dividual's excess earnings for a taxable year shall be 50 per centum
of his earnings for such year in excess of the product of the appli-
cable exempt amount as determliineed under paragraph (8), multi-
plied by the number of months in such year, except that, in deter-
mining an individual's excess earnings for the taxable year in
which lie attains age 70.3 there shall be excluded any earnings of
such individual for the month in which he attains such age and
any subsequent month (with any net earnings or net loss from
self-employment in such year being prorated in an equitable
manner under regulations of the Secretary). The excess earn-
ings as d(r:'ived under the preceding sentence, if not a multiple of
$1. shall be reduced to the next lower multiple of $1.4

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

month, to have been engaged in self-employment in such

'In xub",rt 4in Mf i l 1). see. 302(a) of I' bilc Law 9%-216 changed "seventy-two"
I1u "-rrh-tai"" rifcike for taxable iear ending after Iec. 31. 19-41.

1 .. itiprnroa ph tP:) was nmemlrel toy smre. 301(d) and 303()a of Public law 95-21R.
Ni I,nragr.it,h 11)..,'*" ::.oZI I, ..f P'ublie IAw 95-216 chnliauged "age 72" tii "age 70"

'ara-efirp fg r .1T1abl nd 4•)ri B ondiirc aft mer I bycmlor 31. 1 do9f1.3 i'atragrajoh .31 and M11)!l %pvre amended by *cc. .3014d) Of PUbIIC IAW 9t5-216.
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month until it is shown to the satisfaction of the Secretary
that such individual rendered no substantial services in such
month with respect to any trade or business the net income or
loss of which is includible in computing (as provided in
paragraph (5) of this subsection) his net earnings or net
loss from self-employment for any taxable year. The Secre-
tary shall by regulations prescribe the methods and criteria
for determining whether or not an individual has rendered
substantial services with respect to any trade or business.

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

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

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

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

(ii) an individual's net loss from self-employment for any
taxable year is the excess of the deductions (plus his distribu-
tive share of loss described in sections 702(a) (9) of the In-
ternal Revenue Code of 1954) taken info account under clause
(i) over the gross income (plus his di tributive share of in-
come so described) taken into account pznder clause (i).

(C) For purposes of this subsection, an individual's wages shall
be computed without regard to the limita-;ions as to amounts of
remuneration specified in subsections ta), (g) (2), (g) (3),
(h) (2), and (j) of section 209; and in making such computation
services which do not constitute employment as defined in section
210, performed within the United States by the individual as an
employee or performed outside the United States in the active
military or naval service of the United States, shall be deemed to
be employment as so defined if the remuneration for such services

Paragraph (3) and (4)(B) were amended by see. 301(d) of Public Law 95-216.
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is not includible in computing his net earnings or net loss from
* self-emlployment.

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

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

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

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

vided in paragraph (5) (C)) which, according to reports received
by the Secretary, are paid to an individual during a taxable year
shall be presumed to have been paid to him for services performed
in such year until it is shown to the satisfication of the Secretary
that they were paid for services performed in another taxable
year. If such reports with respect to an individual show his wages
for a calendar year, such individual's taxable year shall be pre-
sumed to be a calendar year for purposes of this subsection until
it is shown to the satisfaction of the Secretary that his taxable
year is not a calendar year.

(7) Where an individual's excess earnings are charged to a
month and the excess earnings so charged are less than the total of
the payments (without regard to such charging) to which all per-
sons are entitled under section 202 for such month on the basis
of his wages and self-employnent income, the difference between
such total and the excess so charged to such month shall be paid
(if it is otherwise payable under this title) to such individual and
other persons in the proportion that the benefit to which each of
them is entitled (without regard to such charging, without the
application of section 202(k) (0), and prior to the application of
section 203 (a)) bears to the total of the benefits to which all of
them are entitled.

(8) (A) Whenever the Secretary pursuant to section 215 (i)
increases benefits effective with the month of June following a
cost-of-living computation quarter, he shall also determine and
publish in the Federal Register on or before November 1 of the
calendar year in which such quarter occurs the new exempt
amounts (separately stated for individuals described in subpara-
graph (D) and for other individuals) which are to be applicable
(unless prevented from becoming effective by subparagraph (C))
with respect to taxable" years ending in (or with the close of) the

i calendar year after the calendar year in which such benefit in-
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crease is effective (or, in the case of an individual who dies during
the calendar year after the calendar year in which the benefit
increa..,e is effective, with respect to such in(livid(ual's taxable year
which ends, upon his death, during .such year).,

(B) Except as otherwise provided in subparagraph (I)), the
exempt amount which is applicable to individuals dt.-crilwd in
such subparagraph and the exempt anioutit which is applicable to
other individuals, for each month of a particular taxable year,
shall eah be whichever of the following is #he larger-

(i) the corresponding exenmpt amiiount which is in effect
with respect to months in the taxable year in which the deter-
ruination mnd,,r :ubparalglraph (.A) is maide. or

(ii) the product of the exempt aninotnt d,,-cribed in clause
(i) and the ratio of (1) the average of the total wages (:is de-
fined in regulations of the Secretary and computed without
regard to the limitations ,pecihied in section 2.f) (a) ) reported
to the Secretary of the Treasury or his delegate for the calen-
dar year before the calendar year in which the determination
under subparagraph (A) is lnade to (II) the average of the
total wages (as :O defilled and conmIpted) reported to the
Secretary of the Treasmry or his delegate for the calendar
year before the niost recent calendar year in which an in-
crease in the Px(nipt aonotit was enacted or a determination
resulting in such an increa:.e was made under sul)bparagraph
(A). with such product. if not a multiple of 410. being
rounded to the next higher mnultiple of $10 where such prod-
uct is a multiple of $5 but not of $10 and to the nearest multi-
pIe of $10 in any other case.

'Whenever the Secretary determines that an exempt aiuount is to
be increased in any year under this paaragraph, lie shall notify the
House Committee on Ways and Means and the Senate Coimmittee
on Finance within 30 days after the close of the base quarter (as
defined in section 215(i) (1) (A)) in such year of the eýtinated
amount. of such increase. indicating the new exemnpt amount.
the actuarial estimates of the effect of the increase, and the ac-
tuarial assumiptions andi methodology used in preparing such
estimnates.2

(C) Notwithstanding the determination of a new exempt
amount by the Secretary mnder subparagraph (A) (and notwith-
standing any publication thereof under such subparagraph or any
notification thereof tender the last sentence of subparagraph (B)),

I Subparagraph (A) was amended by see. 301(a) of Public Law 95-216. See Appendix E
for exempt amo'ints for each year.

'Subparagraph (B) was amended by see. 8(i) of Public TAw 94-202 and by ete",.
301Wb) and 353(a) of Public Law 95-216.
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such new exempt amount shall not take effect pursuant thereto if
*during the calendar year in which such determination is made i

law increasing the exempt amount is enacted.
(D) Notwithstanding any other provi-ion of this sub-ection,

the exeml)t amount which is apl)licable to an individual who has
attained age 65 before the cloze of the taxable year involved-

(i) shall be $333.331/3 for each month of any taxable year
ending after 1977 and before 1979,

(ii) shall be 375 for each month of any taxable year
ending after 1978 and before 1980,

(iii) shall be N416.663'. for each month of any taxable year
ending after 1979 and before 1981,

(iv) shall be q58.331% for each month of any taxable year
ending after 1980 and before 1982, and

(v) shall be $500 for each month of any taxable year end-
ing after 1981 and before 19S3.1

Penalty for Failure to Report Certain Events

(g) Any individual in receipt of benefits subject to deduction under
subsection (c) (or who is in receipt of such benefits on behalf of an-
other individual), because of the occurrence of an event specified there-
in, who fails to report such occurrence to the Secretary prior to the
receipt and acceptance of an insurance benefit for the second month
following the month in which such event occurred, shall suffer de-
ductions in addition to those imposed under subsection (c) as follows:

(1) if such failure is the first one with respect to which an
additional deduction is imposed by this subsection, such addi-
tional deduction shall be equal to his benefit or benefits for the
first month of the period 'or which there is a failure to report even
though such failure is w :h respect to more than one month;

(2) if such failure is he second one with respect to which an
additional deduction is in posed by this subsection, such additional
deduction shall be equal ta two times his benefit or benefits for the
first month of the period 'or which there is a failure to report even
though such failure is with respect to more than two months; and

(3) if such failure is the third or a subsequent one for which
an additional deduction 'is imposed under this subsection, such
additional deduction shall be equal to three times his benefit or
benefits for. the first month of the period for which there is a
failure to report even though the failure to report is with respect
to more than three months;

1 Subparagraph (D) was added by see. 301(c)(1) of Public Law 95-216. See also see.
301 (c) (2) of Public Law 95-216 which it printed in this document on p. 805.
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except that the number of additional deductions required by this sub-
section shall not exceed the number of months in the period for which
there is a failure to report. As used in this subsection, the term "period
for which there is a failure to report" with respect to anly individual
means the period for which suh individual received and accepted in-
surance benefits under section 204 without making a timely report and
for which deductions are required under subsection (c).

Report of Earnings to Secretary

(h) (1) (A) If an individual is entitled to any monthly insurance
benefit under section 202 during any taxable year in which he has
earnings or wages, as computed pursuant to paragraph (5) of subsec-
tion (f). ill ex(-eXs of the lprodlict of the a)pplicab~le exemaipt atliolunt as
determined under subsection (f) (8) times the number of months
in such year, such individual (or the individual who is in receipt of
such benefit on his behalf) shall make a report to the Secretary of
his earnings (or wages) for such taxable year. Such report shall
be made on or before the fifteenth day of the fourth month following
the close of such year, and shall contain such information and be made
in such m annei'hs the Secretary may by regulations prescribe. Such
report need not be made for any taxable year (i) beginning with or
after the month in which -itch individual attaine(l age 70.' or (ii) if
benefit p)ayvnents for all moethis (in suc'h taxable year) in which s.uch
individual is tinder age 70 ' have lxen Slelsplded under the provisions
of the first senteiwe of jmrag:'aph (3) of this ,, .,-ection. The Secretarv
miiav grant a reamialhile exteiv~on of timhe for making the report of
(~arnihuis re(Iliired iPi t hi., j Iar:IIal)h if 'lie find.F that there is valid rea-
son for a delay. but in no ca-,e may tie period be extended minore thain
three months.2

(B) If the benefit payments of an individual have been suspended
for all months in any taxable year under the provisions of the first
sentence of (aragraph (3) of this subsection, no benefit payments shall
be made to such individual for any such month in such taxable year
after the expiration of the period of three years, three months, and
fifteen days following the close of such taxable year unless within
suich period the individual, or sonie other person entitled to bel'.efits
umider this title on the basis of the .iune ja,,zes a-1id -elf-governmmment
income, files with the Secretary information showing that a benefit
for such month is payable to such individual.

(2) If an individual fails to make a report required under para-
graph (1), within the time prescribed by or in accordance with such
paragraph. for any taxable year and any deduction is imposed under

1See. 3424r) of Plumbte Law 95-216 chang'(d "72" to "70" effective for taxable years
ed,.dn• after D Jee. .1. 19 1ý1.-" Subloaragraioh s. ~. al-o amenh-le by sec. :'01 (d) (of Public Law (j5-216.
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subsection (b) by reason of his (arnings for such year, he shall suffer
* additional deductionsas follows:

(A) if such failure is the first one with respect to which an
additional deduction is imposed under this paragraph. such addi-
tional deduction shall be equal to his benefit or benefits for the
last month of such year for which lie was entitled to a benefit
under section 202, except that if the deduction imposed under sub-
section (b) by reason of his earnings for such year is less than
the amount of his benefit (or benefits) for the last month of
such year for which lie was entitled to a benefit under section 202,
the additional deduction shall be equal to the amount of the deduc-
tion imposed under subsection (b) but not less than $10:

(B) if such failure is the second one for which an additional
deduction is imposed under this paragraph, such additional de-
duction shall be equal to two times his benefit or benefits for the
last month of such year for which lie was entitled to a benefit
under section 202;

(C) if such failure is the third or a subsequent one for which
an additional deduction is imposed under this paragraph, such
additional dedtiction slhall be equal to three times his benefit or
benefits for the last month of such year for which he was entitled
to a benefit under sect ion 202;

* except that the numnlxr of the additional deductions required by this
paragraph with respect to a failure to report earnings for a taxable
year shall not exceed the number of months in such year for which
such individual received and accepted insurance benefits under section
2)02 and for which deductions are imposed under subsection (b) by
reason of his earnings. In determining whether a failure to report
earnilhus is the first or a subsequent failure for any individual, all
taxable years ending prior to the imposition of the first additional
deduction under this paragraph, other than the latest one of such
year-, shall be disregarded.

(3) If the Secretary determines, on the basis of information ob-
tained by or submitted to him, that it may reasonably be expected
that an individual entitled to benefits under section 202 for any tax-
able year will suffer deductions imposed under subsection (b) by
reason of his earnings for such year. the Secretary may, before the
close of such taxable year, suspend the total or less than the total
payment for each month in such year (or for only such months as the
Secretary may specify) of the benefiis payable on the basis of such
individual's wages and self-employment income: and such suspension
shall remain in effect with respect to the benefits for any month until
the Secretary has determined whether or not any deduction is imposed
for such month under subsection (b). The Secretary is authorized,
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before the close of the taxable year of an individual entitled to benefits
during such year, to request of such individual that lie make, at such
tine or times as the Secretary may specify, a declaration of his
estimated earnings for the taxable year and that he furnish to the
Secretary such other information with respect to such earnillgs as the
Secretary may specify. A failure by such individual to comply with
any such request shall in it.!elf constitute justification for a deter-
mination under this paragrnph that it Jiay ieasonMal)y be expected
that the individual will stitrer deductions imiiiosed under subsection
(b) by reason of his ear'iing-s. f"r s-u,'h year. If, after the close of a
taxable year of an individual entitled to be]tefits wider section 202
for such year, the Secretary requests sutch individual to furnish a
report of his earnings (as computed pursuant to paragraph (5) of
subsection (f) ) for such taxable year or any other information with
respect to such earnings which the Secretary may specify, aud the
individual fails to comply with such request, such failure shall in
itself constitute justification for a determination that such individual's
benefits are subject to deductions under subsection (b) for each month
in such taxable year (or only for such months thereof as the Secretary
may specify) by reason of his earnings for such year.

Circumstances Under Which Deductions and Reductions not Required

(i) In the case of any individual, deductions by reason of the provi-
sions of subsection (b), (c), (g), or (hI) of this section, or the provi-
sions of section 222(b), shall. iiotwithstanldilg such provisions, be
made from the benefit to which such individual is entitled only to the
extent that such deductions reduce the total amount which would oth-
erwi.-e be paid. on the basis of the .•Atne wages and self-empllyNIent
income, to such illdividual and the other individuals living in the
same household.

Attainment of Age Seventy'

(j) For the purposes of this section. an individual shall be con-
sidered as seventy I years of age (luring ite e•atire niointh in which lie
attains such age.

Noncovered Remunerative Activity Outside the United States

(k) An individual shall be conisidlered to be engaged in noncovered
remunerative activity outside the U nited States if lie performs serv-
ices outside the United States as an employee and such services do
not constitute employment as defined in section 210 anid are not per-
formed in the active military or naval service of the United States, or
if he carries on a trade or business outside the U nitedi States (other

'Sec. 302 1a) and (d) changed "Peventy-two" to "seventy" efferthve for taxable years#-noting af ter ler. m•. 1I141.
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than the performnance of service as an v.llplovee) the net income or
* loss of which (1) is not Includible in coiIlljljti jg his liet earnig.z from

self-employment for a taxable year and (2) would niot be excluded
froin net earnings from self-emlployment, if carried on in the United
States, hy any of the numbered ltiraral-phs of sectionn 211(a). When
used in the l)rece(ling sentence with respect to a trade or business
(other than the performance of service as an employee). the t,.rim
"United States" does iiot include the Comumonwvealth of Puerto Rico,
the Virgin Islands. G6ammi. Or American Samoa in the case of an alien
who is not a resident of the t'nited States (inchidlingz time ('ommmnio0L-
%Nealth of Puerto Rico, the Virgin Islands, Guam. amld A\nmerican Sa-
moat) and the term "trade or bus-iness" shall have the samne meaning
as when used in Section 162 of the Internal Revenue Code of 1954.

Good Cause for Failure To Make Reports Required

(1) The failure of an individual to make any report required by sub-
section (g) or (h) (I) (A) within the time prescribed therein shall not
be regarded as such a failure if it is shown to the satisfaction of the
Secretary that h, had good cause for failing to make such report
within such time. The determination of what constitutes good cause
for purposes of this subsection shall be made in accordance with regu-
lations of the Secretary.

S Overpayments and Underpayments

See. 204. (a) Whenever the Secretary finds that more or less than
the correct amount. of payment has been made to any person under
this title, proper adjustment or recovery shall be made, under regu-
lations prescribed by the Secretary, as follows:

(1) With respect to pay ment to a person of more than time correct
amount, the Secretary shall decrease any payment under this title
to which such overrpaid person is entitled, or shall re(quire suc'h over-
paid person or his estate to refund the amount in excess of the correct
amount, or shall decrease any l)aymlent under this title payable to his

estate or to any other person on the basis of the wages and self-emnploy-
ment income which were the basis of the I)avnmemmts to such overpaid
person, or shall apply any combination of the for(egoilg. A pjaymelt
made under this title on the basis of an erroneous report of death by
the Department of Defense of an individual in the line of duty while
lie is a member of the uniformed services (as defined in section 210
(In)) on active duty (as defined in section 210(1) ) shall not be con-
sidered an incorrect payment for any month prior to the month such
Department notifies the Secretary that such individual is alive.
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(2) With respect to payment to a person less than the correct
amount, the Secretary shall make payment of the balance of the
amount due such underpaid person, or, if such person dies before
payments are completed or before negotiating one or more checks
representing correct payments, disposition of the amount due shall be
made in accordance with subsection (d).

(b) In any case in which more than the correct amount of payment
has been made, there shall be no adjustment of payments to, or recov-
ery by the United States from, any person who is without fault if
such adjustment or recovery would defeat the purpose of this title or
would be against equity and good conscience.

(c) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any person where the adjustment
or recovery of such amount is waived under subsection (b), or where
adjustment under subsection (a) is not completed prior to the death
of all persons against whose benefits deductions are authorized.

(d) If an individual dies before any payment due him under this
title is completed, payment of the amount due (including the amount
of any unnegotiated checks) shall be made-

(1) to the person, if any, who is determined by the Secretary
to be the surviving spouse of the deceased individual and who
either (i) was living in the same household with the deceased at
the time of his death or (ii) was, for the month in which the
deceased individual died, entitled to a monthly benefit on the basis
of the same wages and self-employment income as was the de-
ceased individual;

(2) if there is no person who meets the requirements of para-
graph (1), or if the person who meets such requirements dies
before the payment due him uhlder this title is completed, to the
child or children, if any, of the deceased individual who were, for
the month in which the deceased individual died, entitled to
monthly benefits on the basis of the same wages and self-employ-
ment income as was the deceased individual (and, in case there
is more than one such child, in equal parts to each such child) ;

(3) if there is no person who meets the requirements of para-
graph (I) or (2), or if each person who meets such requirements
dies before the payment due him under this title is completed,
to the parent or parents, if any, of the deceased individual who
were, for the month in which the deceased individual died, en-
titled to monthly benefits on the basis of the same wages and self-
employment income as was the deceased individual (and, in case
there is more than one such parent, in equal parts to each such
parent);
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(4) if there is no person who meets the requirements of para-
graph (1), (2), or (3), or if each person who meets such require-
ments dies before the payment due him under this title is com-
pleted, to the person, if any, determined by the Secretary to be
the surviving spouse of the deceased individual;

(5) if there is no person who meets the requirements of para-
graph (1), (2), (3), or (4), or if each person who meets such
requirements dies before the payment due him under this title is
completed, to the person or persons, if any, determiined by the
Secretary to be the child or children of the deceased individual
(and, in case there is more than one such child, in equal parts to
each such child);

(6) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), or (5), or if each person who meets such
requirements dies before the payment due him under this title
is completed, to the parent or parents, if any, of the deceased in-
dividual (and, in case there is more than one such parent, in equal
parts to each such parent) ; or

(7) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), (5), or (6), or if each person who meets
such requirements (lies before the payment due him under this
title is completed, to the legal representative of the estate of the
deceased individual, if any.

Evidence, Procedure, and Certification for Payment

Sec. 205. (a) The Secretary shall have full power and authority to
make rules and regulations and to establish procedures, not inconsist-
ent with tl~e provisions of this title, which are necessary orappropri-
ate to carry out such provisions, and shall adopt reaso:iable and
proper rules and regulations to regulate and provide for .,ie nature
and extent of.the proofs and evidence and the method of taking and
furnishing the same in order to establish the right to benefits here-
under.

(b) The Secretary is directed to make findings of fact, and decisions
as to the rights of any individual applying for a payment under thLs
title. Upon request by any such individual or upon request by a wife,
divorced wife, widow, surviving divorced wife, surviving divorced
mother, husband, widower, child, or parent who makes a showing in
writing that his or her rights may be prejudiced by any decision the
Secretary has rendered, he shall give such applicant and such other
individual reasonable notice and opportunity for a hearing with re-
spect to such decision, and, if a hearing is held, shall, on the basis of

21-746 0 - 78i - 7
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evidence adduced at the hearing, affirm, modify, or reverse his findings
of fact and such decision. Any such request with respect to such a de-*
cision must be filed within sixty days after notice of such decisionW
is received by the individual making such request. The Secretary
is further authorized, on his own motion, to hold such hearings and to
conduct such investigations and other proceedings as he may deem
necessary or proper for the administration of this title. In the course
of any hearing, investigation, or other proceeding, he may administer
oaths and affirmations, examine witnesses, and receive evidence. Evi-
dence may be received at any hearing before the Secretary even
though inadmissible under rules of evidence applicable to court
procedure."

(c) (1) For the purposes of this subsection-
(A) The term "year" means a calendar year when used with

respect to wages and a taxable year when used with respect to self-
employment income.2

(B) The term "time limitation" means a period of three years,
three months, and fifteen days.

(C) The term "survivor" means an individual's spouse, sur-
viving divorced wife, surviving divorced mother, child, or parent,
who survives such individual.

(D) The term "period" when used with respect to self-eilploy-
ment income means a taxable year and when used with respect to@
wages means-

(i) a quarter if wages were reported or should have been
reported on a quarterly basis on tax returns filed with the
Secretary of the Treasury or his delegate under .-ýection 6011
of the Internal Revent a Code of 1954 or regulatioaii there-
under (or on reports fiied by a State under .-,ectioml 218(e) or
regulations thereunder),

(ii) a year if wage. were reported or should have been
reported on a yearly basis on such tax returns or reports, or

(iii) the half year lginning January 1 or July 1 in the
case of wages which 'were reported or should d have been
reported for calendar year 1937.'3

(2) (A) On the basis of information obtained by or submitted to the
Secretary, and after such verifation thereof as he deems necessary,
the Secretary shall establish and maintain records of the amounts of
wages paid to, and the amounts of self-employment income derived
by, each individual and of the periods in which such wages were paid
and such income was derived and, upon request, shall inform any in-

'The third sentence of section 205(b) was amended by section 4 of Public Law 94-202
effective Mar. 1. 1976. Priur to that date. the appeal period is six months.

2 Subparagralph (A) was amended by sec. 353(f) (2) (A) of Public Law 95-216.a Subparagraph (D) was added by see. 353(fi (2) (B) of Public Law 95-216.
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dividual or his survivor, or the legal representative of such individual
*or his estate, of the amounts of wages and self-employment income of

such individual and the periods during which such wages were paid
and such income was derived, as shown by such records at the time of
such request.

(B) (i) In carrying out his duties under subparagraph (A), the
Secretary shall take affirmative measures to assure that social security
account numbers will, to the maximum extent practicable, be assigned
to all members of appropriate groups or categories of individuals by
assigning such numbers (or ascertaining that such numbers have al-
ready been assigned) :

(I) to aliens at the time of their lawful admission to the United
States either for permanent residence or under other authority
of law permitting them to engage in employment in the United
States and to other aliens at such time as their status is so changed
as to make it lawful for them to engage in such employment;

(1I) to any individual who is an applicant for or recipient of
benefits under any program financed in whole or in part from
Federal funds including any child on whose behalf such benefits
are claimed by another person; and

(III) to any other individual when it appears that he could
have been but was not assigned an account number under the pro-

* visions of subclauses (I) or (II) but only after such investiga-
tion as is necessary to establish to the satisfaction of the Secretary,
the identity of such individual, the fact that an account number
has not already been assigned to such individual, and the fact that
such individual is a citizen or a noncitizen who is not, because of
his alien status, prohibited from engaging in employment;

and, in carrying out such duties, the Secretary is authorized to take
affirmative measures to assure the issuance of social security numbers:

(IV) to or on behalf of children who are below school age at
the request of their parents or guardians; and

(V) to children of school age at the time of their first enroll-
ment in school.

(ii) The Secretary shall require of applicants for social security
account numbers such evidence as may be necessary to establish the age,
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citizenship, or alien status, and true identity of such applicants, and to
determine which (if any) social security account number has previ-
ously been assigned to such individual.

(iii) In carrying out the requirements of this subparagraph, the Sec-
retary shall enter into such agreements as may be necessary with the
Attorney General and other officials and with State and local wel-
fare agencies and school authorities (including non-public school
authorities).

(C) (i) It is the poliy of the United States that any State (or
political subdivision thereof) may, in the ardininistration of any tax,
general public assistance, driver's license. or motor vehicle registration
law within its jurisdiction, utilize the aocial security account numbers
issued by the Secretary for the purpose of establishing the identifica-
tion of individuals affected by such law, :and may require any individ-
ual who is or appears to be so affected to furnish to such State (or
political subdivision thereof (or any agency thereof having adminis-
trative responsibility for the law involved, the social security account
number (or numbers, if he has more than one such number) issued to
him by the Secretary.

(ii) If and to the extent that any provision of Federal law hereto-
fore enacted is inconsistent with the policy set forth in clause (i) of
this subparagraph, such provision shall, on and after the date of the
enactment of this subparagraph. be null, void, and of no effect.

(iii) For purposes of clause (i) of this subparagraph, an agency of
a State (or political subdivision thereof) charged with the adininis-
tration of any general public a:-sistance, driver's license, or motor
vehicle registration law which did not use the social security account
number for identification under a law or regulation adopted before
January 1. 1975. muay require an individual to disclose his or her social
security number to such agency solely for the purpose of administer-
ing the laws referred to in clause (i) above and for the purpose of
responding to requests for information from an agency operating pur-
suant to the provisions of part A or D of title IV of the Social Security
Act.

(iv) For purposes of this subparagraph, the term "State" includes
the District of Columbia, the Commonwealth of Puerto Rico, the. Vir-
gin Islands, Guam, the Commonwealth of the Northern Marianas.
and the Trust Territory of the Pacific Islands.'

(3) The Secretary's record shall be evidence for the purpose of pro-
ceedings before the Secretary or any court of the amounts of wages
paid to, &,?id self-employment income derived by. an individual and of
the period., in which such tvag.?s were paid and such income was de-

I kSubparagraph (C) wai nddad by tectiuai 1211ib) of Public Law 4--455.
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rived. The absence of an entry in such records as to wagts alleged to
have been paid to. or as to self-employment income alleged to have
been derived by, an individual in any period shall be evidence that
no such alleged wages were paid to, or that no .uch alleged income was
derived by, such individual during such period.

(4) Prior to the expiration of the time limitation following any
ycar the Secretary may, if it is bought to his attention that any entry
of wages or self-employment income in his records for such year is
erroneous or that any item of wages or self-employment income for
such A-ear has been omitted from su,:h records, correct such entry or
include such omitted item in his reco-ds, as the case may be. After the
expiration of the time limitation following 111ny year-

(A) the Secretary's records (with changes, if any, made pur-
suant to paragraph (5) ) of the amounts of wages paid to, and
self-employment income derived by, an individual during any
period in such year shall be conclusive for the purposes of this
title;

(B) the absence of an entry in the Secretary's records as to the
wages alleged to have been paid by an employer to an individual
during any period in such year shall be presumptive evidence for
the purposes of this title that no such alleged wages were paid to
such individual in huch period; and

(C) the ab.-,ence of an entry in the Secretary's records as to the
self-employment income alleged to Itave been derived by an indi-
vidual in such year shall be conclusive for the purposes of this
title that, no such alleged self-employmemt income was derived
by such individual in such year unless it is shown that he filed a
tax return of his self-employment income for such year before
the expiration of the time limitation following such year, in which
case the Secretary shall include in his records the self-employ-
ment income of :uch individual for such A ear.

(5) After the expiration of the time limitation following any year
in which wages were paid or alleged to have been paid to. or self-
emlployment incomIe was derived or a!leged to have been derived by. an
individual, the Secretary my change or delete any entry with respect
to wages or :elf-emnployment income in his records of such year for
.uch individual or include in his records of such year for such indi-
vidual any omitted item of wages or self-employment income but
only-

(A) if an application for monthly benefits or for a lump-suin
death payment was filed within die time limitation following
such year; except that no such change, deletion, or inclusion may
be made pursuant to this subparagraph after a final decision upon

Sthe application for monthly benefits or lump-sum death payment;
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(B) if within the time limitation following such year an in-
dividual or his survivor makes a request for a change or deletion.
or for an inclusion of an omitted itemi, and alleges in writing that
the Secretary's records of the wages paid to, or the self-einploy-
inent incoine derived by. such individual in such year are in one or

more respects erroneous; except that no such change, deletion, or

inclusion may be made puirsuant to this subparagraph after a final

decision upon such request. Written notice of the Secretary's de-

cision on any such request shall be given to the individual who
made the request;

(C) to correct errors, apparent on the face of such records:

(D) to transfer items to records of the Railroad Retirenent
Board if such items were credited under this title when they
should have been credited under the Railroad Retirement Act, or
to enter items transferred by the Railroad Retirement Board
which have been credited under the Railroad Retirement Act when
they should have been credited under this title:

(E) to delete or reduce the amount of any entry which is er-
roneous as a result of fraud;

(F) to conform his records to--
(i) tax returns or portions thereof (including infor|mat ion

returns and other written statements) filed with the Comminis-
sioner of Internal Revenue under title VIII of the Social
Security Act. under subchapter E of chapter 1 or subchapter
A of chapter 9 of the Internal Revenue Code of 1939. under
chapter 2 or 21 of the Internal Revenue Code of 1954. or
under regulations made under authority of such title, sub-
chapter. or chapter;

(ii) wage reports filed by a State pursuant to an agree-
ment under section 219 or regulations of the Secretary. there-
under; or

(iii) assessments of amounts due under an agreement pur-
suant to section 218. if such assessments are made within the
period specified in subsection (q) of such section. or allow-
ances of credits or refunds of overpayments by a State under
an agreement purstuant to such section:

except that no amount of self-employnment income of an individ-
nal for any taxable year (if such return or statement was filed
after the expiration of the time limitation following the taxable
year) shall be included in the Secretary's records pursuant to this
subparagraph;

(G) to correct errors made in the allocation, to individuals or
periods, of wages or self-employment income entered in the rec-
ords of the Secretary;
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(II) to include wages paid during any period in much year to
an individual by an employer if there is an absence of an entry
in the Secretary's records of wages having been paid by such
employer to such individual in such period;

(I) to enter items which constitute remuneration for employ-
ment under subsection (o). such entries to be in accordance with
certifiml reports of records made by the Railroad Retirement
Board pulrsuant to section 5(k) (3) of the Railroad Retirement
Act of 1937; or

(J) to include self-employment income for any taxable year,
up to, but not in excess of. the amount of wages deleted by the
Secretary as payments erroneously included in such records as
wages paid to such individual, if such income (or net earnings
front self-employ'ment), not. already included in such records as
:elf-eVimplovmnent income, is included in a return or statement (re-
ferred to in subparagraph (F) ) filed lbefore the expiration of the
time limitation following the taxable year in which such deletion
of wages is made.

(6) Written notice of any deletion or reduction under paragraph
(4) or (5) shall be given to the individual whose record is involved or
to his survivor, except that (A) in the case of a deletion or reduction

* with respect to any entry, of wages .such notice shall be given to such
individual only if he has previously been notified by the Secretary of
tlie amount of his wages for the period involved, and (B) such notice
shall be given to such survivor only if lie or the individual whose
record is involved has previously been notified by the Secretary of the
amount of such individual's wages and self-employment income for
the period involved.

(7) Upon request. in writing (within such period. after any change
or refu-al of a request for a change of his records pursuant to this
subsection, as the Secretary may prescribe), opportunity for hearing
with re.,,pect to such change or ref usal :hall be afforded to any individ-
ual named therein, or by registered mail or by certified mail the
Secretary shall make findings of fact and a decision based upon the
evidence adduced at such hearing and shall include any omitted items.
or change or delete any entry, in his records as may be required by such
findings and decision.

(8) Decisions of the Secretary, underthis subsection shall be review-
able by comnniencinig a civil action ir. the United States district court
-s provided in subsection (g).

(d) For the purpose of any hearing, investigation, or other pro-
ceeding authorized or directed under this title, or relative to any
other matter within his jurisdiction hereunder, the Secretary shall
have power to issue subpenas requiring the attendance and testimony
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of witnesses and the production of any evidence that relates to any
matter under investigation or in question before the Secretary. Such
attendance of witnesses and production of evidence at the designated
place of such hearing, investigation, or other proceeding may be re-
quired from any place in the United States or in any Territory or
possession thereof. Subpenas of the Secretary shall be served by any-
one authorized by him (1) by delivering a copy thereof to the individ-
ual named therein, or (2) by registered mail or by certified mail ad-
dressed to such individual at his last dwelling place or principal place
of business. A verified return by the individual so serving the subpena
setting forth the manner of service, or, in the case of service by reg-
istered mail or bv certified mail, the return post-office receipt therefor
signed by the individual so served, shall be proof of service. Witnesses
so subpoenaed shall be paid the same fees and mileage as are paid wit-
nesses in the district courts of the United States.

(e) In case of contumacy by. or refusal to obey a subpoena duly
served upon, any person, any district court of the United States for the
judicial district in which said person charged with contumacy or re-
fusal to obey is found or resides or transacts business, upon application
by the Secretary. shall have jurisdiction to issue an order requiring
such person to appear and give testimony, or to appear and produce
evidence, or both; any failure to obey such order of the court may be
punished by said court as contempt thereof.

(f) [Repealed.]
(g) Any individual, after any final decision of the Secretary made

after a hearing to which he was a party. irrespective of the amount
in controversy, may obtain a review of such decision by a civil action
commenced within sixty days after the wilailing to him of notice of
such decision or within such further time is the Secretary may allow.
Such action shall be brought in the district court of the United States
for the judicial district in which the plaintiff resides, or has his princi-
pal place of business, or, if he does not resid;or have his principal
place of business within any such judicial di-Etrict, in the District Court
of the United States for the District of Columbia. As part of his an-
swer the Secretary shall file a certified copy of the transcript, of the
record including the evidence upon which the findings and decision
complained of are based. The court shall have power to enter, upon
the pleadings and transcript of the record, a judgment affirming, modi-
fying, or reversing the decision of the Secretary, with or without
remanding the case for a rehearing. The findings of the Secretary as
to any fact, if supported by substantial evidence, shall be conclusive,
and where a claim has been denied by the Secretary or a decision is
rendered under subsection (b) hereof which iF adverse to an individual
who was a party to the hearing before the Secretary, because of failure
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of the claimant or such individual to submit proof in conformity with
* any regulation prescribed under subsection (a) hereof, the court shall

review only the question of conformity with such regulations and the
validity of sucn regulations The court shall, on motion of the Secre-
tary made before he files his answer, remand the case to the Secretary
for further action by the Secretary, and may, at any time, on good
cause shown, order additional evidence to be taken before the Secre-
tary, and the Secretary shall, after the case is remanded, and after
hearing such additional evidence if so ordered, modify or affirm his
findings of fact or his decision, or both, and shall file with the court
any such additional and modified findings of fact and decision, and
a transcript of the additional record and testimony upon which his ac-
tion in modifying or affirming was based. Such additional or modified
findings of fact and decision shall be reviewable only to the extent
provided for review of the original findings of fact and decision. The
judgment of the court shall be final except that it shall be subject to
review in the same manner as a judgment in other civil actions. Any
action instituted in accordance with this subsection shall survive not-
withstanding any change in the person occupying the office of Secre-
tary or any vacancy in such office.

(h) The findings and decision of the Secretary after a hearing shall
be binding upon all individuals who were parties to such hearing. No

* findings of fact or decision of the Secretary shall be reviewed by any
person, tribunal, or governmental agency except as herein provided.
No action against the United States, the Secretary, or any officer or
employee threof shall be brought under Section 24 of the Judicial
Code of the United States to recover on any claim arising under this
title.

(i) Upon final decision of the Secretary, or upon final judgment of
any court of competent jurisdiction, that any person is entitled to any
payment or payments under this title, the Secretary shall certify to
the Managing Trustee the name and address of the person so entitled
to receive such payment or payments. the amount of such payment or
payments, and the time at which such ptnyment or payments should
be made, and the Managing Trustee. through the Fiscal Service of the
Treasury Department. and prior to any action thereon by the General
Accounting Office. shall make payment in accordance with the certifi-
cation of the Secretary (except that in the case of (A) an individual
who will have completed ten years of service creditable under the Rail-
road Retirement Act of 1937 or the Railroad Retirement Act of 1974,
(B) the wife or husband of such an individual, (C) any survivor of
such an individual if such survivor is entitled, or could upon applica-
tion become entitled, to an annuity under section 2 of the Railroad
Retirement Act of 1974, and (D) any other person entitled to benefits
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under s-ction 202 of this Act on the bas-is of the wages and self-empioV
mnent income of such an individual exceptt a survivor of such an indlW
vidual where such individual did not have a current connection with
the railroad industry, as defined in the Railroad Retirement Act of
1974. at the time of his death), such certification shall be inade to the
Railroad Retirement Board which shall provide for .;uch payment or
payments to such person on behalf of the Managing Trustee in accord-
ance with the provisions of the Railroad Retirement Act of 1974)
Proidded, That where a review of the Secretary's decision is or may
be sought under subsection (g) the Secretary may withhold certifica-
tion of payment pending such review. The Managing Trustee shall
not be held personally liable for any payment or payments made i1i
accordance with a certification by the Secretary.

(j) When it appeals to the Secretary that the interest of an appli-
cant entitled to a payment, would be served thereby, certification of
payment may be made, regardless of the legal competency or incompe-
tency of the individual entitled thereto, either for direct payment to
such applicant, or for his use and benefit to a relative or some other
person.

(k) Any payment made after December 31, 1939, under conditions
set forth in subsection (j). any payment made before January 1, 1940,
to, or on behalf of. a legally incompetent individual, and any payment
made after December 31, 1939, to a legally incompetent individu*-
without knowledge by the Secretary of incompetency prior to certifi-
cation of payment, if otherwise valid under this title, shall be a com-
plete settlement and satisfaction of any claim, right, or interest in and
to such payment.

(1) The Secretary is authorized to delegate to any member, officer,
or employee of the Department of Health. Education, and Welfare
designated by him any of the powers conferred upon him by this sec-
tion, and is authorized to be represented by his own attorneys in any
court in any case or proceeding arising under the provisions of sub-
section (e).

(in) [Repealed.]
(n) The Secretary may, in his discretion, certify to the Managing

Trustee any two or more individuals of the same family for joint pay-
ment of the total benefits payable to such individuals for any month,
and if one of such individuals dies before a check representing such
joint payment is negotiated, payment of the amount of such unnegoti-
ated check to the surviving individual or individuals may be author-
ized in accordance with regulations of the Secretary of the Treasury;
except that appropriate adjustment or recovery shall be made under
section 204(a) with respect to so much of the amount of such check as0
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exceeds the amount to which such surviving individual or individuals
are entitled under this title for such month.

Crediting of Compensation Under the Railroad Retirement Act

(o) If there is no person who would be entitled, upon application
therefor, to an annuity under section 2 of the Railroad Retirement Act
of 1974, or to a lump-sum payment under section 6(b) of such Act
with respect to the death of an employee (as defined in such Act),
then, notwithstanding section 210(a) (9) of this Act, compensation
(as defined in such Railroad Retirement Act, but excluding com-
pensation attributable as having been paid during any month on
account of military service creditable under section 3(i) of such Act
if wages are deemed to have been paid to such employee during such
month under subsection (a) or (e) of section 217 of this Act) of such
employee shall constitute remuneration for employment for purposes
of determining (A) entitlement to and the amount of any lump-sum
death payment under this title on the basis of such employee's wages
and self-employment income and (B) entitlement to and the amount
of any monthly benefit under this title, for the month in which such
employee died or for any month thereafter, on the basis of such wages
and self-employment income. For such purposes, compensation (as so

defined) paid in a calendar year before 1978 shall, in the absence of evi-
dence to the contrary, be presumed to have been paid in equal propor-
tions with respect to all months in the year in which the employee
rendered services for such compensation.'

Special Rules in Case of Federal Service
(p) (1) With respect to service included as employment under sec-

tion 210 which is performed in the employ of the United States or in
the employ of any instrumentality which is wholly owned by the
United States, including service, performed as a member of a uni-
formed service, to which the provisions of subsection (1) (1) of such
section are applicable, and including service, performed as a volunteer
or volunteer leader within the meaning of the Peace Corps Act, to
which the provisions of section 210(o) are applicable, the Secretary
shall not make determinations as to whether an individual has per-
formed such service, the periods of such service, the amounts of re-
muneration for such service which constitute wages under the provi-
sions of section 209, or the periods in which or for which such wages
were paid, but shall accept the determinations with respect thereto of
the head of the appropriate Federal agency or instrumentality, and
of such agents as such head may designate, as evidenced by returns
filed in accordance with the provisions of section 3122 of the Internal. I Subsection (o) was amended by sec. 353(f) (2) (C) of Public Law 95-216.
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Revenue Code of 19554 and certifications made pursuant to this sub-
section. Such determinations shall be final and conclusive.

(2) The head of any :uch agency or instrumentality is authorized
and directed, upon written request of the Secretary, to make certifica-
tion to him with respect to any matter determinable for the Secretary
by such head or his agents under this subsection, which the Secretary
finds Iieceý--ary in administering this title.

(3) The provisions of paragraphs (1) and (2) shall be applicable in
the case of service performed by a civilian employee, not compensated
from funds appropriated by the Congress, in the Army and Air Force
Exchange Service. Army and Air Force Motion Picture Service, Navy
Exchanges, Marine Corps Exchanges, or other activities, conducted by
:tn irstrumentality of the United States subject to the jurisdiction of
the Secretary of Defense, at installations of the Department of Defense
for the comfort, pleasure, contentment, and mental and physical im-
provenment of personnel of such Department; and for purposes of
paragraphs (1) and (2) the Secretary of Defense shall be deemed to
be the head of such instrumentality. The provisions of paragraphs
(1) and (2) ,,hall be applicable also in the case of service performed
by a civilian employee, not compensated from funds appropriated by
the Congress, in the Coast Guard Exchanges or other activities, con-
ducted by an instrumentality of the United States subject to the jurist
diction of the Secretary of the Treasury, at installations of the Coast*W
Guard for the comfort, pleasure, contentnment, and mental and physical
improvement of personnel of the Coast Guard; and for purposes of
paragraphs (1) and (2) the Secretary of the Treasury shall be deemed
to be the head of such instrumentality.

Expedited B'nefit Payments
(q) (1) The Secretary shall establish and put into effect procedures

under which expedited payment of monthly insurance benefits under
this title will, subject to paragraph (4) of this subsection, be made as
set forth in paragraphs (2) and (3) of this subsection.

(2) In any case in which-
(A) an individual makes an allegation that a monthly benefit

under this title was due him in a particular month but was not
paid to him, and

(B) such individual submits a written request for the payment
of such benefit-

(i) in the case of an individual who received a regular
monthly benefit in the month preceding the month with re-
spect to which such allegation is made, not less than 30 days
after the 15th day of the month with respect to which sucl*
allegation is made (and in the event that such request is sub*-
mitted prior to the expiration of such 30-day period, it shall
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be deemed to have been submitted upon the expiration of
such period), and

(ii) in any other case, not less than 90 days after the later
of (I) the date on which such benefit is alleged to have been
due, or (II) the date on which such individual furnished the
last. information requested by the Secretary (and such written
request will be deemed to be filed on the day on which it was
filed, or the ninetieth day after the first day on which the
Secretary has evidence that such allegation is true, which-
ever is later),

the Secretary shall, if he finds that benefits are due, certify such
benefits for payment, and payment shall be made within 15 days
immediately following the date on which the written request is
deemed to have been filed.

(3) In any case in which the Secretary determines that there is
evidence, although additional evidence might be required for a final
decision, that an allegation described in paragraph (2) (A) is true, he
may make a preliminary certification of such benefit for payment even
though the 30-day or 90-dry periods described in paragraph (2) (B)
(i) and (B) (ii) have not elapsed.

(4) Any payment made pursuant to a certification under paragraph
*(3) of this subsection shall not be considered an incorrect payment for

purposes of determining the liability of the certifying or disbursing
officer.

(5) For purposes of this subsection, benefits payable under section
.228 shall be treated as monthly insurance benefits payable under this
title. However, this subsection shall not apply with respect to any
benefit for which a check has beeu negotiated, or with respect to any
benefit alleged to be due under either section 223, or section 202 to a
wife, husband, or child of an individual entitled to or applying for
benefits under section 223, or to a child who has attained age 18 and
is under a disability, or to a widow or widower on the basis of being
under a disability.

Representation of Claimants

Sec. 206. (a) The Secretary may prescribe rules and regulations
"governing the recognition of agents or other persons, other than at-
torneys as hereinafter provided, representing claimants before the
Secretary, and may require of such agents or other persons, before
being recognized as representatives of claimants that they shall show
that they are of good character and in good repute, possessed of the
necessary qualifications to enable them to render such claimants valu-

*able service, and otherwise competent to advise and assist such claim-
ants in the presentation of their cases. An attorney in good stant.ng
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who is admitted to practice before the highest court of the State, Terrin-
tory, District. or insular possession of his residence or before the Su-
preme Court of the United States or the inferior Federal courts, shall
be entitled to represent claimants before the Secretary. The Secretary
may, after due notice and opportunity for hearing. siipend or pro-
hibit from further practice before hiim any such person, agent. or
attorney who refu.,,es to comply with the S'tcretary's rules and regula-
tions or who violates any provi:ion of this s-ection for which a penalty
is prescribed. The Secretary may, by rule and regulation. prescribe
the maximum fees which may be charged for services performed in
connection with an" claim before the Secretary under this title, and
any agreement in violation of such rules and regulations shall be
void. Whenever the Secretary. in any elaim before him for benefits
under this title. makes a determination favorable to the claimant, lie
shall, if the claimant was represented by an attorney in connection
with such claim, fix (in accordance with the regulations prescribed
pursuant to the preceding sentence) a reasonable fee to compensate
such attorney for the services performed by him in connection with
such claim. If. as a result of such determination, such claimant is en-
titled to past-due benefits under this title, the Secretary shall. notwith-
standing section 205(i), certify for payment (out of such past-due
benefits) to such attorney an amount equal to whichever of the follow-
ing is the smaller: (A) 25 per centiurn of the total amount of such past-
due benefits. (B) the amount of the attorney's fee so fixed, or (C) the
amount agreed upon between the claimant and such attorney as the fee
for such attorney's services. Any person who shall, with intent to de-
fraud, in any manner willfully and knowingly deceive, mislead, or
threaten any claimant or prospective claimant or bemieficiary under
this title by word. circular, letter. or advertisement. or who shall
knowingly charge or collect directly or indirectly any fee in excess of
the maximum fee. or make any agreement direct'.y or indirectly to
charge or collect any fee in excess of the maxinumum fee. prescribed by
the Secretary shall be deemed g,.uilty of a misdemeanor and, upon con-
viction thereof. shall for each offense be puinishled by a fine not exceed-
ing $500 or by imprisonment not exceeding one year. or both.

(h) (1) Whenever a court renders a judgment favorable to a claim-
ant under this title who was represented before the court by an at-
torney, the court may determine and allow as part of its judgment a
reasonable fee for such representation. -iot ir. excess of 25 percent of
the total of the past-due benefits to whieh the claimant is entitled by
reason of such judgment, and the Secretary may, notwithstanding the
provisions of section 205(i). certify the amount of such fee for pay-
ment to such attorney out of. and not, in addition to, the amount of
such past-due benefits. In case of any such judgment, no other fee may
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be payable or certified for payment for .,uch irepre.nentation except as
* provided in this paragraph.

(2) Any attorney who charges. demands. receives, or collects for
services rendered in connection with proceedings before a court to
which paragraph (1) is applicable any amount in excess of that al-
hwLowed by the court thereiuder bliall be guilty of a misdemeanor and
upon conviction thereof shall be -subject to a fine of not more than
$A)O, or inupri.s-onment for not more than one year, or both.

Assignment

Sec. 207. The right of any person to any future payment under this
title shall not. be transferable or assignable. at law or in equity, and
none of the moneys paid or payable or rights: existing under this title
shall be subject to execution, levy. attachment, garnishment, or other
legal process, or to the operation of any bankruptcy or insolvency law.

Penalties
Sec. 208. Whoever-
(a) for the purpose of causing an increase in' any payment author-

ized to be made under this title, or for the purpose of causing any
payment to be made where no payment ii authorized under this title,
shall make or cause to be made any false statement or representation

* (including any false statement or representation in connection with
any matter arising under subchapter E of chapter 1, or subchapter A
or E of chapter 9 of the Internal Revenue Code of 1939, or chapter 2
or 21 or subtitis F of the Internal Revenue Code of 1954) as to-

(1) whether wages were paid or received for employment (as
said terms are defined in this title and the Internal Revenue
Code), or the amount of wages or the period during which paid
or the person to whozi paid; or

(2) whether net earnings from self-employment (as such term
is defined in this title and in the Internal Revenue Code) were
derived, or as to the amount of such net earnings or the period
during which or the person by whom derived; or

(3) whether a person entitled to benefits under this title had
earnings in or for a particular period (as determined under sec-
tion 203(f) of this title for purposes of deductions from benefits),
or as to the amount thereof; or

(b) makes or causes to be made ajiy false statement or representa-
tion of a material fact in any application for any payment or for a
disability determination under this title; or

(c) at any time makes or causes to be made any false statement or
representation of a material fact for use in determining rights to pay-

Smuent under this title; or
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(d) having knowledge of the occurrence of any event affecting (1)
his initial or continued right to any maynient under this title, or (2)
the initial or continued right to any payment of any other individual
in wiho.,e behalf lie has applied for or is receiving such il)ayment, con-
ceals or fails to dis.-elo..s.tilch event with an intent fraudulently to
secure payinent either in a greater ainount than is due or when no
paymiienit i., authorized : or

(e) hiavintg atnde application to receive payllment tuinder this title for
the u..e and benefit of alJotlher andi having received such a payllient.
knowingly and willfullly conve'is :-uch a payinent, or any part there-
of, to a us.,e other tlhan for the u.-se and benefit of :-uch other person,
shall be guilty of a niii-thlumeanor and upon conviction thereof shall
be fined not more than $1,~k) or impilris.onied for not more than une
year, or both, or

(f) willfully. knowingly. and with intent to deceive the Secretary
as to his true identity (or the true identity of any other person) fur-
nishes or caues to be furnished false information to the Secretary
with respect to any information required by the Secretary in connec-
tion with the establi.-nhent andl maintenance of the records provided
for in section 205(c) (2) ; or

(g) for the purpose of causing an increase in any payment author-
ized under this title (or any other program financed in whole or in
part from Federal funds), or for the purpose of causing a payment
under this title (or any such other program) to be inade when no pay-
ment is authorized thereunder, or for the purpose of obtaining (for
himself or any other person) any payment or any other benefit to
iihich lie (or such other peICo, ) is not entitled, or for any other
purpose-

(1) willfully, knowingly, and with intent to deceive, uses a
social security account numbler, a-signed by the Secretary (in the
exercise of his authority under section 205(c) (2) to establish and
maintain records) on the basis of false information furnished to
the Secretary by him or by any other person; or

(2) with intent to deceive. fal.sely represents a iunuuler to be
the social security account number assigned by the Secretary to
him or to another person, when in fact such number is not the
social security account number assigned by the Secretary to him
or to such other person; or 1 .

(h) discloses, uses, or compels the disclosure of the social secu-
rity number of any person in violation of the laws of the United
States; 2

shall be guilty of a misdemeanor and upon conviction thereof shall

be fined not more than $1,000 or imprisoned for not more than one

year, or both.

I SuIhsection (W) wax amended by sections 1211(a) and (d) (2) of P.L 94-455.
' Subsection (h) was added by action 1211(d) (1) of P.L. 94-455.
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Definition of Wa•es

Sec. 209. For the purposes of this title, the tenr "wages" means
remuneration paid prior to 19U1 which was wages for the purposes
of this title under the law applicable to the payment of such remunera-
tion, and remuneration paid after 1950 for employment, including
the cash value of all remuneration paid in any medium other than
cash; except that, in the case of remuneration paid after 1950, such
term shall not include-

(a) (1) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding sub.ections of this
section) equal to $3,600 with respect to employment has been paid
to an individual during any calendar year prior to 1955, is paid
to such individual during such calendar year;

(2) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $4,200 with respect to employment has been paid
to an individual during any calendar year after 1954 and prior to
1959, is paid to such individual during such calendar year;

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

* an individual during any calendar year after 1958 and prior to 1966,
is paid to such individual during such calendar year;

(4) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $6,600 with respect to employment has been paid to
an individual during any calendar year after 1965 and prior to 1968,
is paid to such individual during such calendar year;

(5) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $7,800 with respect to employment has been paid to
an individual during any calendar year after 1967 and prior to 1972,
is paid to such individual during such calendar year;

(6) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $9,000 with respect to employment has been paid to
an individual during any calendar year after 1971 and prior to 1973
is paid to such individual during such calendar year;

(7) That part of remuneration which, after remuneration (other
than remuneration referred to in the succeeding subsections of this
section) equal to $10,800 with respect to employment has been paid to
an individual during any calendar year after 1972 and prior to 1974,

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

(9) That part of remu:ieration which, after remuneration (other
than remuneration referred to in the Succeeding subsections of this
section) equal to the contribution and benefit base (determiined under
section 230)1 with respect to enmployment has been paid to an indi-
vidual during any calendar year after 1974 with respect to which
such contribution and benefit base is effective, is paid to such individual
during such calendar year;

(b) The amount of any payment (including any amount paid by an
employer for insurance or annuities. or into a fund. to provide for
any such payment) made to. or on behalf of. an employee or any of
his dependents under a p)lan or system established by an employer
which makes provision for his enmployees generally (or for his em-
ployees generally'and their dependents) or for a class or classes of
his employees (or for a clabs or classes of his employees and their
dependents), on account of (1) retirement, or ('2) sickness or accident
disability, or (3) medical or hospitalization expenses in connection
with sickiness or accident disability, or (4) death;

(c) .Any payment. made to an employee (including any amount paid
by an employer for insurance or annuities, or into a fund, to provide
for any such payment) on account of ret irement:

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

(e) Any payment made to, or on behalf of an employee or his bene-
ficiary (1) from or to a trust exempt from tax under section 165(a) of
the Internal Revenue Code of 1939 at the time of such payment or, in
the case of a payment after 1954, under sections 401 and 501 (a) of
the Internal Revenue Code of 1954, unlesssuch payment is made to an
employee of the trust as remuneration for services rendered as such
employee and not as a beneficiary of the trust., or (2) under or to an
annuity plan which, at the time of such payment, meets the require-
ments of section 165(a) (3), (4), (5), and (6) of the Internal Revenue
Code of 1939, or, in the case of a payment after 1954 and prior to 1963.
the requirements of section 401(a) (3), (4), (5), and (6) of the Inter-
nal Revenue Code of 1954, or (3) under or to an annuity plan which,

I See Appendix B.
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at the time of any such payment after 1962, is a plan described in sec-
tion 403(a) of the Internal Revenue Code of 1954, or (4) under or to
a bond purchase plan which, at the time of any such payment after
1962, is a qualified bond purchase plan described in section 405(a) of
the Internal Revenue Code of 1954:

(f) The payment by an employer (without deduction from the re-
muneration of the employee) (1) of the tax imposed upon an employee
under section 1400 of the Internal Revenue Code of 1939, or in the case
of a payment after 1954 under section 3101 of the Internal Revenue
Code of 1954, or (2) of any payment required from an employee
under a State unemployment compensation law;

(g) (1) Remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or busi-
ness or for domestic service in a private home of the employer;

(2) Cash remuneration paid by an employer in any calendar quar-
ter to an employee for domestic service in a private home of the em-
ployer, if the cash remuneration paid in such quarter by the employer
to the employee for such service is less than $50. As used in this para-
graph, the term "domestic service in a private home of the employer"
does not include service described in section 210(f) (5) ;

(3) Cash remuneration paid by an employer in any calendar year
to an employee for service not in the course of the employer's trade
or business, if the cash remuneration paid in such year by the eni-
ployer to the employee for such service is less than $100. As used in this
paragraph, the term "service not in the course of the employer's trade
or business" does not include domestic service in a private home of
the employer and does not include service described in section
210(f)(5);'

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

(2) Cash remuneration paid by an employer in any calendar year
to an employee for agricultural labor unless (A) the cash remunera-
tion paid in such year by the employer to the employee for such labor
is $150 or more, or (B) the employee performs agricultural labor for
the employer on twenty days or more during such year for cash
remuneration computed on a time basis;

(i) Any payment (other than vacation or sick pay) made to an em-
ployee after the month in which he attains age 62 if lie did not work
for the employer in the period for which such payment is made. As
used in this subsection, the term "sick pay" includes remuneration for
service in the employ of a State, a pAlitical subdivision (as defined in
section 218(b) (2)) of a State, or an instrumentality of two or more

Am I Paragraph (3) was amended by sew. 353(a) (1) and (2) of Publie Law 95-216.
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States, paid to an employee thereof for a period during which he was
absent from work because of sickness;

(j) Remuneration paid by an employer in any year to an em-
ployee for service described in section 210(j) (3) (C) (relating to home
workers), if the cash remuneration paid in such year by the employer
to the employee for such service is less than $100; 1

(k) Remuneration paid to or on behalf of an employee if (and to
the extent that) at the time of the payment of such remuneration it is
reasonable to believe that a corresponding deduction is allowable under
section 217 of the Internal Revenue Code of 1954;

(1) (1) Tips paid in any medium other than cash;
(2) Cash tips received by an employee in any calendar month in the

course of his employment by an employer unless the amount of such
cash tips is $20 or more;

(m) Any payment or series of payments by an employer to an
employee or any of his dependents which is paid-

(1) upon or after the termination of an employee's employ-
ment relationship because of (A) death, (B) retirement for dis-
ability, or (C) retirement after attaining an age specified in the
plan referred to in paragraph (2) or in a pension plan of the
employer, and

(2) under a plan established by the employer which makes
provision for his employees generally or a class or classes of his
employees (or for such employees or class or classes of employees
and their dependents),

other than any such payment or series of payments which would have
been paid if the employee's employment relationship had not been
so terminated;

(n) Any payment made by an employer to a survivor or the estate
of a former employee after the calendar year in which such employee
died;

(o) Any payment made by an employer to an employee, if at the
time such payment is made such employee is entitled to disability in-
surance benefits under section 223 (a) and such entitlement commenced
prior to the calendar year in which such payment is made, and if such
employee did not perform any services for such employer during the
period for which such payment is made; or

(p) Remuneration paid by an organization exempt from income
tax under section 501 of the Internal Revenue Code of 1954 in any
calendar year to an employee for service rendered in the employ of
such organization, if the remuneration paid in such year by the orga-
nization to the employee for such service is less than $100.2

1 S ubsection (J) was amended by see. 351(a)(1) and (2) of Public Law 95-216.
2Subsection (p) was added by sec. 351(a) (3) (A) of Public Law 95-216.
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For purposes of this title, in the case of domestic service described in
subsection (g) (2), any payment of cash remuneration for such service
which is more or less than a whole-dollar amount shall, under such
conditions and to such extent as may be prescribed by regulations made
under this title, be computed to the nearest dollar. For the purpose of
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the computation to the nearest dollar, the payment of a fractional part
of a dollar shall be disregarded unless it amounts to one-half dollar or
morel, in which case it shall be increa•-ed to $1. The am( unt of any pay-
ment of cash remuneration so computed to the nearest dollar shall, in
lieu of the amount actually paid, be deemed to constitute the amount
of cash remuneration for purposes of subsection (g) (2).

For purposes of this title, in the case of an individual performing
service, as a member of a uniformed service. to which the provisions
of section 210(l) (1) are applicable, the terni "wages" shall, subject to
the provisions of subsection (a) of this section, include as such individ-
ual's remuneration for such service only his basic pay as de.wribed in
section 102(10) of the Servicemen's and Veterans' Survivor Benefits
A&t

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

For purposes of this title, tips received by an employee in the course
of his employment shall be considered remuneration for employment.
Such remuneration shall be deemed to be paid at the time a written
statement including such tips is furnished to the employer pursuant to
..;ection 6053(a) of the Intdrnal Revenue Code of 19554 or (if no state-
ment including such tips is so furnished) at the time received.

For purposes of this title, in any case where an individual is a meni-
ber of a religious order (as defined in section 3121 (r) (2) of the Inter-
nal Revenue Code of 1954) performing service in the exercise of duties
required by such order, and an election of coverage under section 3121
(r) of such Code is in effect with respect to such order or with respect
to the autonomous subdivision thereof to which such member belongs,
the term "wages" shall, subject to the provisions of subsection (a) of
this section, include as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other per-
quisites furnished to such member by such order or subdivision
thereof or by any other person or organization pursuant to an agree-
nient with such order or subdivision, except that the amount included
as such individual's remuneration under this paragraph shall not be
less than $100 a month.
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Definition of Employment

Sec. 210. For the purposes of this title-

Employment

(a) The. term "employment" means any service performed after
1936 and prior to 1951 which was employment for the purposes of this
title under the law applicable to the period in which such service was
performed, and any service, of whatever nature, performed after 1950
either (A) by an employee for the person employing him, irrespective
of the citizenship or residence of either, (i) within the United States,
or (ii) on or in connection with an American vessel or American air-
craft under a contract of service which is entered into within the
United States or during the performance of which and while the
employee is employed on the vessel or aircraft it touches at a port in
the United States, if the employee is employed on and in conntection
with such vessel or aircraft when outside the United States, or (B)
outside the United States by a citizen of the United States as an
employee (i) of an American employer (as defined in subsection (e)),
or (ii) of a foreign subsidiary (as defined in section 3121(1) of the
Internal Revenue Code of 1954) of a domestic corporation (as deter-
mined in accordance with section 7701 of the Internal Revenue Code
of 1954) during any period for which there is in effect an agreement
entered into pursuant to section 3121 (1) of the Internal Revenue Code
of 1954, with respect to such subsidiary; except that, in the case of
service performed after 1950, such term shall not include-

(1) Service performed by foreign agricultural workers (A)
under contracts entered into in acordance with title V of the
Agricultural Act of 1949, as amended, or (B) lawfully admitted
to the United States from the Bahamas, Jamaica, and the other
British West Indies, or from any other foreign country or posses-
sion thereof, on a temporary basis to perform agricultural labor;

(2) Domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) Service performed by an individual in the employ of
his spouse, and service performed by a child under the age of
twenty-onie in the ellploy of his father or mother;

(B) Service not in the our.se of the enmployer's trade or busi-
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;
except that thie provisions of this suhparagraph shall not. be
applicable to such domestic service if-
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(i) the employer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
home who has a mental or physical condition which results in
such spouse's being incapable of caring for a son, daughter,
stepson, or stepdaughter (referred to in clause (ii)) for at
least 4 continuous, weeks in the calei)dar quarter in which the
service is rendered, and

(ii) a son, daughter, stepson, or stepdaughter of such em-
ployer is living in the home, and!

(iii) the son, daughter, stepson, or stepdaughter (referred
to in clause (ii)) has not attained age 18 or has a mental or
physical condition which requires the personal care and super-
vision of an adult for at least 4 continuous weeks in the cal-
lendar quarter in which the service is rendered;

(4) Service performed by an individual on or in connection
with a vessel not an American vessel, or on or in connection with
an aircraft not an American aircraft, if (A) the individual is
employed on and in connection with .uch vessel or aircraft when
outside the United States and (B) (i) such individual is not a
citizen of the United States or (ii) the entployer is not an Amer-
ican employer;

(5) Service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from the
tax imposed by section 3111 of the Internal Revenue Code of
1954 by virtue of any provision of law which specifically refers
to such section in granting such exemption;

(6) (A) Service perforlned in the employ of the United States
or in the employ of any instrumentality of the United States, if
such service is covered by a retirement system established by a law
of the United States;

(B) Service performed by an individual in the employ of an
instrumentality of the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal
Revenue Code of 1939 on December 31, 1950, and if such service
is covered by a retirement system established by such instru-
mentality; except that the provisions of this subparagraph shall
not. be applicable to--

(i) service performed in the employ of a corporation which
is wholly owned by the United States"

(ii) service performed in the employ of a Federal land
bank, a Federal intermediate credit bank, a bank for cooper-
atives, a Federal land bank association, a production credit
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association, a Federal Reserve Bank. a Federal Home Loan
Bank, or a Federal Credit Union;

(iii) service performed in the employ of a State, county,
or community committee under the Production and Market-
ing Administration;

(iv) service performed by a civilian employee, not com-
peiisated fromn funds appropriated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Ex-
changes, or other activities, conlucted by an instrumentality
of the United States subject to the jurisdiction of the Secre-
tary of Defense, at installationsL of the Department of De-
fense for the comfort. pleasure, content.ent. and mental and
physical improvement of personnel of such Department; or

(v) -Rrvice perforiiied by a civilian employee, nt compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru-
mentality of the. United States subject to the jurisdiction of
the Secretary of the Treasury, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of the Coast Guard;

(C) Service performed in the employ of the United States or
in the employ of any instruinentality of the United States, if such
service is performled-

(i) as the President or Vice President of the United States
or as a Member, Delegate, or Resident Commissioner of or to
the Congress;

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an in-

mate thereof;
(iv) by any individual as an employee included under sec-

tion 5351(2) of title. 5, United States Code (relating to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving on a tempo-
rary basis in case of fire, storm, earthquake. flood, or other
similar emergency; or

(vi) by any individual to whoi. subehapter III of chapter
83 of title 5, United States Code, does not apply because such
individual is subject to another retirement system other than
the retirement syste-ji of the Tennes-ee Valley Authority);
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(7) Service performed in the employ of a State. or ally political
subdivision thereof, or any instrumentality of any one or more of
the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the case of-

(A) service included under an agreement under section 218,
(B) service which, under subsection (k), constitutes covered

transportation service.
(C) service in the employ of the Government of (;utm or the

G(overnnent of American Samoa or any political sublivision
thereof, or of any instrumentality of any one or more the fore-
going which is wholly owned thereby, performed by an officer
or employee thereof (including a member of the legislature of
any such Government or political subdivision), and, for purposes
of this title--

(i) any person whose service as such an officer or employee
is not covered by a retirement system established by a law
of the United States shall not, with respect to such service, be
regarded as an officer or employee of the United States or any
agency or instrumentality thereof, and

(ii) the remuneration for service described in clause (i)
(including fees paid to a public official) shall be deemed to
have been paid by the Government of Guam or the Govern-
ment of American Samoa or by a political subdivision thereof
or an instrumentality of any one or more of the foregoing
which is wholly owned thereby, whichever is appropriate,

(D) service performed in the employ of the District of Coluin-
bia or any instrumentality which is wholly owned thereby. if
such service is not covered by a retirement system established by
a law of the United States; except that the provisions of this sub-
paragraph shall not be applicable to service performed-

(i) in a hospital or penal institution by a patient. or inmate
thereof;

(ii) by any individual as an employee included under sec-
tion 351 (2) of title 5, United States ('ode (relating to certain
interns, student nurses, and other student employees of hos-
pitals of the District of Columbia Government), other than
as a medical or dental intern or as a medical or dental resident
in training;

(iii) by any individual as an employee serving on a tem-
porary basis in case of fire, storm, snow, earthquake, flood, or
other similar emergency; or

(iv) by a member of a board, committee, or council of the
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District of Columbia, paid on a per diem, meeting, or other
fee basis, or

(E) service performed in the employ of the Government of
Guam (or any instrumentality which is wholly owned by such
Government) by an employee properly classified as a temporary or
intermittent employee, if such service is not covered by a re-
tirement system established by a law of Guam; except that (i)
the provisions of this subparagraph shall not be applicable to
services performed by an elected official or a member of the legis-
lature or in a hospital or penal institution by a patient or inmate
thereof, and (ii) for purposes of this subparagraph, clauses (i)
and (ii) of subparagraph (C) shall apply;

(8) (A) Service performed by a duly ordained, commissioned.
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order, except that this subparagraph shall not apply to
service performed by a member of such an order in the exercise of
such duties, if an election of coverage under section 3121 (r) of the
Internal Revenue Code of 1954 is in effect with respect to such
order, or with respect to the autonomous subdivision thereof to
which such member belongs;

(B) Service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (3)
of the Internal Revenue Code of 1954, which is exempt from in-
come tax under section 501 (a) of such Code, but this subpara-
graph shall not apply to service performed during the period for
which a certificate, filed pursuant to section 3121(k) of the In-
ternal Revenue Code of 1954, (or deemed to have been so filed
under paragraph (4) or (5) of such section 3121(k)) is in effect
if such service is performed by an employee-

(i) whose signature appears on the list filed (or deemed
to have been filed) by such organization under such section
3121(k),

(ii) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to in clause (iii)) was filed (or deemed to
have been filed), or

(iii) who. after the calendar quarter in which the certifi-
cate was filed (or deemed to have been filed) with respect to
a group described in paragraph (1) (E) of such section 3121
(k), became a member of such group.

0
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except that this subparagraph shall apply with respect to serv-
ice performed by an employee as a member of a group described
in such paragraph (1) (E) with respect to which no certificate is
(or is deemed to be) in effect; I

(9) Service performed by an individual as an employee or
employee representative as defined in section 3231 of the Internal
Revenue Code of 1954;

(10) Service performed in the employ of-
(A) a school, college, or university, or
(B) an organization described in section 509 (a) (3) of the

Internal Revenue Code of 1954 if the organization is orga-
nized, and at all times thereafter is operated, exclusively for
the benefit of, to perform the functions of, or to carry out
the purposes of a school, college, or university and is oper-
ated, supervised, or controlled by or in connection with such
school, college, or university, unless it is a school, college, or
university of a State or a political subdivision thereof and
the services in its employ performed by a student referred to
in section 218 (c) (5) are covered under the agreement between
the Secretary of Health, Education, and Welfare and such
State entered into pursuant to section 218; 2

if such service is performed by a student who is enrolled and regu-
larly attending classes at such school, college, or university;

(11) Service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative);

(12) Service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) If the service is of a character similar to that per-
formed in foreign countries by employees of the United States
Government or of an instrumentality thereof; a;-d

(B) If the Secretary of State shall certify to the Secre-
tary of the Treasury that the foreign government, with re-
spect to whose instrumentality and employees thereof exemp-
tion is claimed, grants an equivalent exemption with respect
to similar service performed in the foreign country by em-
ployees of the United States Government and of instrumen-
talities thereof;

(13) Service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is
enrolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law;

'Subparagraph (B) was amended by section 1(a) of P.L. 94-363.
2 Paragraph (10) was amended by see. 351(a) (3) (B) of Public Law 95-216.
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(14) (A) Service performed by an individual under the age of
eighteen in the delivery or distribution of newspapers or shop- W
ping news, not including delivery or distribution to any point for
subsequent delivery or distribution;

(B) Service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to bim, whether or not
he is guaranteed a minimum amount of compensation for such
service, or is entitled to be credited w;th the unsold newspapers
or magazines turned back;

(15) Service performed in the employ of an international or-
ganization entitled to enjoy privileges, exemptions, and immuni-
ties as an international organization under the International Or-
ganizations Immunities Act (59 Stat. 669);

(16) Service performed by an individual under an arrange-
ment with the owner or tenant of land pursuant to which-

(A) such individual undertakes to produce agricultural or
horticultural commodities (including livestock, bees, poultry,
and fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities produced
by such individual, or the proceeds therefrom, are to be di-
vided between such individual and such owner or tenant, and

(C) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) Service in the employ of any organization which is per-
formed (A) in any year during any part of which such orga-
nization is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requiring such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization, and (B) after June
30, 1956;1

(i8) Service performed in Guam by a resident of the Republic
of the Philippines while in Guam on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101(a)
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C.
1101(a) (15) (H) (ii)) ;

'Paragraph (17) was amended by see. 351(a)(1) of Public Law 95-216.
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(19) Service which is performed by a nonresident alien indi-
vidual for the period he is temporarily present in the United

States as a nonimmigrant under subparagraph (F) or (J) of

section 101(a) (15) ol the Immigration and Nationality Act, as

amended, and which is performed to carry out the purpose speci-

fied in subparagraph (F) or (J), as the case may be; or,
(20) Service performed by an individual on a boat engaged in

catching fish or other fonns of aquatic animal life under an ar-

rangenent with the owner or operator of such boat pursuant to
which-

(A) such individual does not receive any cash remunera-
tion (other than as provided in subparagraph (B)),

(B) such individual receives a share of the boat's (or the
boats' in the case of a fishing operation involving more than
one boat) catch of fish or other forms of aquatic animal life
or a share of the proceeds from the sale of such catch, and

(C) the amount of such individual's share depends on the
amount of the boat's (or boats' in the case of a fishing opera-
tion involving more than one boat) catch of fish or other
forms of aquatic animal life,

but only if the operating crew of such boat (or each boat from
which the individual receives a share in the case of a fishing opera-
tion involving more than one boat) is normally made up of fewer
than 10 individuals.'

Included and Excluded Service

(b) If the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the serv.
ices of such employee for such period shall be deemed to be employ-
mnent. As used in this subsection, the term "pay period" means a period
(of not more than thirty-one consecutive days) for which a payment
of remuneration is ordinarily made to the employee by the person
employing him. This subsection shall not be applicable with respect to
services performed in a pay period by an employee for the person
employing him, where any of such service is expected by paragraph
(9) of subsection (a).

I Paragraph (20) was added by section 1207(e) (2) of Public Law 94-455 effective as
specified in section 120T(f) (4) of that act which is printed in this document on page 783.
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American Vessel

(c) The term "American vessel" means any vessel documented or
numbered under the laws of the United States; and includes any ves-
sel which is neither documented or numbered under the laws of the
United States or documented under the laws of any foreign country,
if its crew is employed solely by one or more citizens or residents of
the United States or corporations organized under the laws of the
United States or of any State.

American Aircraft

(d) The term "American aircraft" means an aircraft registered
under the laws of the United States.

American Employer

(e) The term "American employer" means an employer which is
(1) the United States or any instrumentality thereof, (2) a State or
any political subdivision thereof, or any instrumentality of any one or
more of the foregoing, (3) an individual who is a resident of the
United States, (4) a pail nenshlip, if two-thirds or more of the partners
are residents of the United States, (5) a trust, if all of the trustees are
residents of the United States, or (6) a corporation organized under
the laws of the United States or of any State.

Agricultural Labor

(f) The term "agricultural labor" includes all service performed-
(1) On a, farm, in the employ of any person, in connection with

cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the rais-
ing, shearing, feeding, caring for, training, and management of
livestock, bees, poultry, and fur-bearing animals and wildlife.

(2) In the employ of the owner or tenant or other operator of a
farm in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such serv-
ice is performed on a farm.

(3) In connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15(g)
of the Agricultural Marketing Act., as amended, or in connection
with the ginning of cotton, or in connection with the operation
or maintenance of ditches, canals, reservoirs, or waterways, not
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owned or operated for profit, used exclusively for supplying and
storing water for farming purposes.

(4) (A) In the employ of the operator of a farm in handling,
planting, (ryiing, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier
for transportation to market in its unmanufactured state, any
agricultural or horticultural commodity; but only if such operator
produced more than one-half of the commodity with respect to
which such service is performed.

(B) In the employ of a group of operators of farms (other than
a cooperative organization) in the performance of service de-
scribed in subparagraph (A), but only if such operators produced
all of the commodity with respect to which such service is per-
formed. For the purposes of this subparagraph, any unincorpo-
rated group of operators shall be deemed a cooperative organiza-
tion if the number of operators comprising such group is more
than twenty at any time during the calendar year in which such
service is performed.,

(5) On a farm operated for profit if such service is not in the
course of the employer's trade or business or is domestic service
in a private home of the employer.

* The provisions of sublparagraphs (A) and (B) of paragraph (4)
shall not be deemed to be applicable with respect to service performed
in connection with commercial canning or commercial freezing or in
connection with any agricultural or horticultural commodity after its
delivery to a terminal market for distribution fur consumption.

Farm

(g) The term "farm" includes stock, dairy, poultry, fruit, fur-bear-
ing animal and truck farms, plantations, ranches, nurseries, ranges,
greenhouses or other similar structures used primarily for the raising
of agricultural or horticultural commodities and orchards.

State

(h) The term "State" includes the District of Columbia..the Com-
monwealth of Puerto Rico, the Virgin Islands, Guam, and American
Samoa.

United States
(i) The term "United States" when used in a geographical sense

means the States, the District of Columbia, the Commonwealth of
Puerto Rico, the Virgin Islands, Guam, and American Samoa.

Employee

(j) The term "employee" means-
* (1) any officer of a corporation; or

1 Subparagraph (B) was amended by see. 351(a) (1) of Public Law 95-216.
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(2) any individual who, under the usual common law rules
applicable in determining the employer-employee relationship,
has the status of an employee; or

(3) any individual (other than an individual who is an em-
ployee under paragraph (1) or (2) of this subsection) who per-
forms services for remuneration for any person-

(A) as an agent-driver or commission-driver engaged in
distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or laun-
dry or drycleaning services, for his principal;

(B) as a full-time life insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such per-
son which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an agent-
driver or commission-driver, engaged upon a full-time basis
in the solicitation on behalf of, and the transmission to, his
principal (except for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers, con-
tractors, or operators of hotels, restaurants, or other similar
establishments for merchandise for resale or supplies for use
in their business operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term "%em-
ployee" under the provisions of this paragraph if such individual
has a substantial investment in facilities used in connection with
the performance of such services (other than in facilities for
transportation), or if the services are in the nature of a single
transaction not part of a continuing relationship with the person
for whom the services are performed.

Covered Transportation Service

(k) (1) Except as provided in paragraph (2), all services per-
formed in the employ of a State or political subdivision in connection
with its operation of a public transportation system shall constitute
covered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1936 and prior to 1951.

(2) Service performed in the employ of a State or political subdivi-
sion in connection with the operation of its public transportation sys-
tem shall not constitute covered transportation service if-
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(A) any part of the transportation system was acquired from
private ownership after 1936 and prior to 1951, and substantially
all service in connection with the operation of the transportation
system is, on l)ecember 31, 1950, covered under a general retire-
ment system providing benefits which, by reason of a provision
of the State's constitution dealing specifically with retirement sys-
tenLs of the State or political subdivisions thereof, cannot be
diminished or impaired; or

(1B) no part of the transportation system operated by the State
or political subdivision on December 31, 1950, was acquired from
private ownership after 1936 and prior to 1951;

(xcept that if :ucli State or political subdivision makes an acquisition
after 1950 from private ownership of any part of its transportation
system, th-n, in the case of any employee who--

(C) became an employee of such State or political stdl)(livision
in connection with and at the time of its acquisition after 1950 of
such part, and

(D) prior to such acquisition rendered service in employment
in connection with the operation of such part of the transporta-
tion s•.,temU acquired by the State or political subdivision,

the service of such employee in connection with the operation of the
transportation system shall constitute covered transportation service,
commencing with the first day of the third calendar quarter following
the calendar quarter in which the acquisition of such part took place,
unless on such filrt day such service of such employee is covered by a
general retirement system which does not. with respect to such em-
ployee. contain special provisions applicable only to employees de-
scribed in :ui)paragrapli (C).

(3) All service performed in the employ of a State or lXplitical sub-
division thereof in connection with its operation of a public trans-
portation system .- ludl constitute covered t raw,,)ort nation service if the
transportation system was not operated by the State or political sub-
division prior to 1951 and, at the time of its first acquisition (after
1950) from private ownership of any part of its transportation system,
the State or political subdivision did not have a general retirement
system covering substantially all service performed in connection with
the operation of the transportation system.

(4) For the purposes of this subsection-
(A) The term "general retirement system" means any pension,

annuity, retirement, or similar fund or system established by a
State or by a political subdivision thereof for employees of the
State, political subdivision, or both; but such term shall not in-
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dude such a fund or system which covers only service performed
in positions connected with the operation of its public transporta-
tion system.

(B) A transportation system or :a part thereof shall be con-
sidered to have been acquired by a State or political subdivision
froni) private ownership if prior to tihe, acquisition service per-
formed by enlployees ill connection with the operation of the
system or part thereof acquired ,'o)n-titut ed emnployinent under
this title, and somne of such employees become employees of the
State or political :iibdivi-ioii ill collection with anlld at the tinme
of such acquisition.

(C) The terni "political stibdlivillon" includes aln instrunien-
tality of (i) a State. (ii) one or mmorei' political subdivisions of a
State, or (iii) a State and one or mmior' of its political uldxlivisions.

Service in the Uniformed Services

(1) (1) Except as provided in paragraph (4). the termn "'eniploy-
nient" shall, notwithlstanding the provision of .-subection (a) of this
section, include service perforined after D)ecemuber 19AG by ainl individ-
ual as a uinember of a unifor'med service oa active duty: but such terni
shall not include any sUch service which i.- performed while on leave
without pay.

(2) The terin 'active duty" means "'ative duty" as deScribed in
section 102 of the Servicemnen's and Vete.-ans' Survivor Benefits Act.
except that it shall also include -active duty for training" as described
in such section.

(3) The tern -inactive duty training" intans "inactive diuty train-
ing" as described in s,tlch section 102.

(4) (A) Paragraph (1) of this sub:,ection Ahall not, apply in the
case of any -ervi,'.,' performed by all individual as a lllellibelr of a
umnifor'ined service . which i: creditable mminder ",,ction 3(i) of the Rail-
road Retiremenut Act. of 1974. The Railroad Retirement Board shall
notify the Secretary of health, Education, and Welfare, with respect
to all s-uch service which is so creditable.

(B) In any case where benefits under this title are already payable
on the basis of such individual's wages and ,,elf-employment income
at the time such notification (with respect to such individual) is re-
ceived by tile Secretary, the Secretary shall certify no further bene-
fits for payment tinder this title on tile basis of :.uch individual's wages
and self-emnployment income, or shall recompute the amount of any
further benefits payable on the basis of such wages and self-emnploy-
ment income, as may be required as a consequence of subparagraph
(A) of this paragraph. No paymnent. of a benefit to any person on the
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basis of such individual's wages and self-enmployment income, cer-
tified by the Secretary prior to the end of the month in which he
receives such notihication fromn the Railroad Retirement Board, shall
be deemed by reason of this subparagraph to have been an erroneous
payment or a payment. to which such person was not entitled. The
Secretary shall. as soon as possible after the receipt of such notifica-
tion from the Railroad Retirement Board., advise such Board whether
or not any such bentetit will be reduced or teriuinated by reason of sub-
paragraph (A), and if any such benefit will be so reduced or ter-
minated, specify the first month with respect to which such reduction
or termination will be effective.

Member of a Uniformed Service

(m) The term "member of a uniformed service" means any person
appointed. enlisted. or inducted in a component of the Army. Navy.
Air Force, Marine Corps, or Coast Guard (including a reserve com-
ponent of a uniforled servicee as defined in s.ection 102(3) of the Serv-
icemen's and Veterans' Survivor Benefits Act) or in one of those
services without specification of component, or as a commissioned
officer of the Coast and Geodetic Survey or the Regular or Re.erve
Corps of the Public Health Service. and any perIson serving in the
Army or Air Force under call or conscription. T'le term includes--

(1) a retired member of any of those services;
(2) a member of the Fleet Reserve or Flhqt Marine Corps

Reserve:
(3) a cadet at the United States Military Academy, a midship-

man at the United States Naval Academy. and a cadet at the
United States Coast (Guard Academy or United States Air Force
Academy:

(4) a member of the Reerve Officers" Training Corps, the
Naval Reserve Officers' T1raining ('orps. or the Air Force Reserve
Officers' Training C(orps. when ordered to annual training duty
for fourteen days or more. and while J)erlformlimlg authorized
travel to and from that duty: and

(5) any person while en route to or fiorn or at. a place for
final acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted for such duty; or
(B) who, under the Uni-:ersal Military Training and Serv-

ice Act. has been selected for active military or naval service;
and has been ordered or directed to proceed to such place.

The term does not include a temporary member of the Coast Guard
Reserve.
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Crew Leader

(n) The term "crew leader" means an individual who furnishes
individuals to perform agricultural labor for another person, if such
individual pays (either on his own behalf or on behalf of such per-
son) the individuals so furnished by him for the agricultural labor
performed by them and if such individual has not entered into a writ-
ten agreement with such person whereby such individual has been des-
ignated as an employee of such person; and such individuals furnished
by the crew leader to perform agricultural labor for another person
shall be deemed to be the employees of such crew leader. A crew leader
shall, with respect to services performed in furnishing individuals to
perform agricultural labor for another penron and -ervice performed
as a member of the crew. be deemed not to be an emnployee of such
other person.

Peace Corps Volunteer Service

(o) The term "employment" shall, notwithstanding the provisions
of subsection (a). include service performed by an individual as a
volunteer or volunteer leader within the meaning of the Peace Corps
Act.

Self-Employment

Sec. 211. For the purposes of this title--

Net Earnings From Self-Employment

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

(1) There shall be excluded rentals from real estate and from
personal property leased with the real estate (including such
rentals paid in crop shares), together with the deductions at-
tributable thereto, unless such rentals are received in the course
of a trade or business as a real estate dealer; except that the pre-
ceding provisions of this paragraph shall not apply to any income
derived by the owner or tenant of land if (A) such income is
derived under an arrangement, between the owner or tenant and
another individual which provides that such other individual
shall produce agricultural or horticultural commodities (includ-
ing livestock, bees, poultry, and fur-bearing animals and wild-
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life) on such land, and that there shall be material participation
by the owner or tenant (as determined without regard to any activ-
ities of an agent of such owner or tenant) in the production or the
management of the production of such agricultural or horticul-
tural commodities, and (B) there is material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) with respect to any such agri-
cultural or horticultural commodity;

(2) There shall be excluded dividends on any share of stock,
and interest on any bond, debenture, note, or certificate, or other
evidence of indelbtedness isued with interest coupons or in regis-
tered form by any corporation (including one isued by a govern-
mient or political subdivision thereof). unless such dividends and
interest (other than interest described in section 3,, of the Internal
Revenue Code of 1954) are received in the course of a trade or
businie.ss as a dealer in stocks or securities:

(3) There shall be excluded any gain or loss (A) which is con-
sidered under Subtitle A of the Internal Revenue Code of 1954 as
gain or los-s fromn the sale or exchange of a capital asset. (B) from
the cutting of timber or the disposal of timber, coal, or iron ore, if
sectionn 631 of the Internal Revenue Code of 1954 applies to such
gain or los. or (C) fromi the -ale. exchange. involuntary conver-
sion, or other disposition of property if such property is neither
(i) stock in trade or other property of a kind which would prop-
erly be inieludible in inventory if on hand at the close of the tax-
able year. nor (ii) property held primarily for sale to customers
in the ordinary course of the trade or business:

(4) The deduction for net operating losses provided in section
172 of such Code shall not be allowed:

(5) (A) If any of the income derived from a trade or business
(other than a trade or business carried on by a partnership) is
community income under community property laws applicable to
such income, all of the gross income and deductions attributable
to such trade or busine.-,s shall be treated as the gross income and
deductions of the husl~and unless the wife exercises substantially
all of the management and control of such trade or business, in
which case all of such gross income and deductions shall be treated
as the gross income and deductions of the wife;

(B) If any portion of a partner's distributive share of the ordi-
nary net income or loss from a trade or business carried on by a
partnership is community income or loss under the community
property laws applicable to such share, all of such distributive
share shall be included in coinputing the net earnings from self-
employment of such partner, and no part of such share shall be
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taken into account in computing the net earnings from self-em- P
ployment of the spouse of such partner;

(6) A resident of the Commonwealth of Puerto Rico shall com-
pute his net earnings from self-employment in the same manner as
a citizen of the United States but without regard to the provisions
of section 933 of the Internal Revenue Code of 1954;

(7) An individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order
shall compute his net earnings from self-employment derived
from the performance of service described in subsection (c) (4)
without regard to section 107 (relating to rental value of par-
sonages), section 119 (relating to meals and lodging furnished
for the convenience of the employer) and section 911 (relating
to earned income from sources without the United States) and
section 931 (relating to income from sources within possessions
of the United States) of the Internal Revenue Code of 1954;

(8) The term "possession of the United States" as used in sec-
tions 931 (relating to income from sources within possessions of
the United States) and 932 (relating to citizens of possessions
of the United States) of the Internal Revenue Code of 1954 shall
be deemed not to include the Virgin Islands, Guam, or American
Samoa;

(9) There shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are prescribed by the Secretary of the Treasury
or his delegate, and which provides for payments on account of
retirement, on a periodic basis, to partners generally or to a class
or classes of partners, such payments to continue at least until
such partner's death, if-

(A) such partner rendered no services with respect to
any trade or business carried on by such partnership (or its
successors) during the taxable year of such partnership (or
its successors), ending within or with his taxable year, in
which such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under such plan, and

(C) such partner's share, if any of the capital of the
partnership has been paid to him in full before the close of
the partnership's taxable year referred to in subparagraph
(A);

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

(11) There :hall be excluded the distributive share of any item
of income or loss of a limited partner, as such, other than guar-
anteed payments described in section 707(c) of the Internal
Revenue Code of 1954 to that partner for services actually ren-
dered to or on behalf of the partnership to the extent that those
payments are established to be in the nature of remuneration for
those services. 1

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

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than $2,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 662 percent of
such gross income; or

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

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gross income has been reduced
by the sum of all payments to which section 707(c) of the In-
ternal Revenue Code of 1954 applies) is not more than $2,400,
his distributive share of income described in section 702(a) (9) of
such Code derived from such trade or business may, at his option,
be deemed to be an amount equal to 662% percent of his distribu-
tive share of such gross income (after such gross income has been
so reduced); or

(iv) in the case of a member of a partnership, if his distributive
* share of the gross income of the partnership derived from such

'Paragraph (11) was added by see. 313(a) of Public Law 95-216.
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trade or business (after such gross income has been reduced by
the sum of all payments to which section 707(c) of the Internal
Revenue Code of 1954 applies) is more than $24,400 and his dis-
tributive share (whether or not distributed) of income described
in section 70"2(a) (9) of such Code derived from such trade or
business (computed under this subsection without regard to this
sentence) is less than $1,600, his distributive share of income de-
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scribed in such section 702 (a) (9) derived from such trade or
business may, at his option, be deemed to be $1,600.

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

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

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

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

The preceding sentence and clauses (i) through (iv) of the second
preceding sentence shall also apply in the case of any trade or business
(other than a trade or business specified in such second preceding sen-
tence) which is carried on by an individual who is self-employed on a
regular basis as defined in subsection (g), or by a partnership of which
an individual is a member on a regular basis as defined in subsection
(g), but only if such individual's net earnings from self-employment
in the taxable year as determined without regard to this sentence are
less than $1,600 and less than 66%,3 percent of the sum (in such taxable
year) of such individual's gross income derived from all trades or
businesses carried on by him and his distributive share of the income
or loss from all trades or businesses carried on by all of the partnerships
of which he is a member; except that this sentence shall not apply to
more than 5 taxable years in the case of any individual, and in no case
in which an individual elects to determine the amount of his net earn-
ings from self-employment for a taxable year under the provisions of
the two preceding sentences with respect to a trade or business to which
the second preceding sentence applies and with respect to a trade or
business to which this sentence applies shall such net earnings for
such year exceed $1,600.

Self-Employment Income

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

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

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

(B) For any taxable year ending after 1954 and prior to
1959, (i) $4,200, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(C) For any taxable year ending after 1958 and prior to
1966, (i) $4,800, minus (ii) the amount of the wages paid to
such individual during the taxable year; and

(D) For any taxable year ending after 1965 and prior to
1968, (i) $6,600, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(E) For any taxable year ending after 1967 and beginning
prior to 1972, (i) $7,800, minus (ii) the amount of the wages
paid to such individual during the taxable year; and

(F) For any taxable year beginning after 1971 and prior
to 1973. (i) $9,000, minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(G) For any taxable year beginning after 1972 and prior
to 1974, (i) $10.800. minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(H) For any taxable year beginning after 1973 and prior
to 1975. (i) $13.200. minus (ii) the amount of the wages paid
to such individual during the taxable year; and

(I) For any taxable year beginning in any calendar year
after 1974. (i) an amount equal to the contribution and bene-
fit base (as determined under section 230, 1 which is effective
for such calendar year, minus (ii) the amount of the wages
paid to such individual during such taxable year; or

(2) The net earnings from self-employment, if such net earn-
ings for the taxable y-ear are less than $4iO.

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

Trade or Business

(c) The term "trade or business", when used with reference to self-
employment income or net earnings from self-employment, shall have

SSee Appendix B.
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the same meaning as when used in section 162 of the Internal Revenue
Code of 1954, except that such term shall not include--

(1) The performance of the functions of a public office, other
than the functions of a public office of a State or a political sub-
division thereof with respect to fees received in any period in
which the functions are performed in a position compensated
solely on a fee basis and in which such functions are not covered
under an agreement entered into by su-ch State and the Secretary
pursuant to section 218; 1

(2) The performance of service by an individual as an em-
ployee other than-

(A) service described in section 210(a) (14) (B) performed
by an individual who has attained the age of eighteen,

(B) service described in section 210 (a) (16),
(C) service described in section 210(a) (11), (12), or (15)

performed in the United States by rL citizen of the United
States,

(D) service described in paragraph (4) of this subsection,
(E) service performed by an individual as an employee of

a State or a political subdivision thereof in a position com-
pensated solely on a fee basis with respect to fees received in
any period in which such service is not covered under an
agreement entered into by such State and the Secretary pur-
suant to section 218, and

(F) service described in section .210(a) (20) ; 2
(3) The performance of service by an individual as an em-

ployee or employee representative as defined in section 3231 of the
Internal Revenue Code of 1954;

(4) The performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order;

(5) The performance of service by an individual in the exer-
cise of his profession as a Christian Science practitioner; or

(6) The performance of service by an individual during the
period for which an exemption under section 1402(h) of the In-
ternal Revenue Code of 1954 is effective with respect to him.

The provisions of paragraph (4) or (5) shall not apply to service
(other than service performed by a member of a religious order who

IL Se. 122(c) (2) of the social security Amendments of 1967 provides: "Notwith-
standing the provisions of subsections (a) and (b) of this section. any Indlilual who
in 1968 it in a position to which the amendments made by such snhbsetions anply may
make an irrevocable election not to have such amendments apply to the fee he receives
in 1Q•8 and Prery year thereafter, if on or before the due date of his income tax return
for 1968 (including any extensions thereof) he files with the Secretary of the Treasury
or his delegate. in such manner as the Secretary of the Treasury or his delexste shall
by rpeqilatinnx prescribe, a certificate of olectinn of exemntion frnm Piuch amendments."

2Clause MF) was added by section 1207(e) (2) (B) of P.L. 94-455 effective as specified
in section 1207(f) (4) of that act which is printed in this document on page 783.
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* has taken a vow of poverty as a member of such order) performed
by an individual unless an exemption under section 1402(e) of the
Internal Revenue Code of 1954 is effective with respect to him.

Partnership and Partner

(d) The term "partnership" and the term "partner" shall have the
same meaning as when used in subchapter K of chapter 1 of the In-
ternal Revenue Code of 1954.

Taxable Year

(e) The term "taxable year" shall have the same meaning as when
used in subtitle A of the Internal Revenue Code of 1954; and the
taxable year of any individual shall be a calendar year unless he has
a different taxable year for the purposes of subtitle A of such Code, in
which case his taxable year for the purposes of this title shall be the
same as his taxable year under such subtitle A.

Partner's Taxable Year Ending as Result of Death

(f) In computing a partner's net earnings from .-elf-einployment
for his taxable year which ends as a result of his death (but only if
such taxable year ends within, and not with, the taxable year of the

Partnershipp, there shall be included so much of the deceased partner's
distributive share of the part nership's ordinary income or loss for the
partnership taxable year as is not attributable to an interest in the
partnership during any period beginning on or after the first day of
the first calendar month following the month in which such partner
(lied. For purposes of this subsection-

(1) in determining the portion of the distributive share which
is attributable to any period spe-cifi,'d in the preceding sentence,
the ordinary income or loss of the partnership shall be treated as
having been realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's distributive share" includes
the share of his estate or of any other person succeeding, by
reason of his death, to rights with respect to his partnership
interests.

Regular Basis

(g) An individual shall be deemed to be self-employed on a regular
basis in a taxable year, or to be a member of a partnership on a regular
basis in such year, if he had net earnings from self-employment, as
defined in the first sentence of subsection (a), of not less than $400 in

* at least two of the three consecutive taxable years immediately pre-
ceding such taxable year from trades or businesses carried on by such
individual or such partnership.

119



Revised April 1978

Crediting of Self-Employment Income to Calendar Years

Sec. 212. (a) For the purposes of determining average monthly
wage and quarters of coverage the amount of self-employment income
derived during any taxable year which begins before 1978 shall.-

(1) in the case of a taxable year which is a calendar year, be
credited equally to each quarter of such calendar year; and

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

(b) For the purposes of determining average indexed monthly
earnings, average monthly wage, and quarters of coverage the amount
of self-employment income derived during any taxable year which
begins after 1977 shall-

(1) in the case of a taxable year which is a calendar year or
which begins with or during a calendar year and ends with or
during such year, be credited to such calendar year; and

(2) in the case of any other taxable year, be allocated pro-
portionately to the two calendar years, portions of which are
included within such taxable year, on the basis of the number of
months in each such calendar year which are included completely
within the taxable year.

For purposes of clause (2), the calendar month in which a taxable
year ends shall be treated as included completely within that taxable
year.'

Quarter and Quarter of Coverage
Definitions

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

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

(2) (A) The term "quarters 2 of coverage" means-
(i) for calendar years before 1978, and subject to the provi-

sions of subparagraph (B), a quarter in which an individual has
been paid $50 or more in wages (except wages for agricultural
labor paid after 1954) or for which he has been credited (as
determined under section 212) with $100 or more of self-employ-
ment income; and

(ii) for calendar years after 1977, and subject to the provi-
sions of subparagraph (B), each portion of the total of the
wages paid and the self-employment income credited (pursuant

'Sem. 212 was amended by see. 351(b) of Public Law 95-216.
2 The word "quarters" appears in the law. It apparently should read "quarter".
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to section 212) to an individual in a calendar year which equals
the amount required for a quarter of coverage in that calendar
) 'ar (as determined under subsection (d)), with such quarter
of coverage being assigned to a specific calendar quarter in such
calendar year only if necessary in the case of any individual who
has attained age 62 or died or is under a disability and the re-
quirenients for insured status in subsection (a) or (b) of section
214, the requirements for entitlement to a computation or recom-
putation of his primary insurance amount, or the requirements of
paragraph (3) of section 216(i) would not otherwise be met.

(B) Notwithstanding the provisions of subparagraph (A)-
(i) no quarter after the quarter in which an individual dies

shall be a quarter of coverage, and no quarter any part of which
is included in a period of disability (other than the initial quar-
ter and the last quarter of such period) shall be a quarter of
coverage;

(ii) if the wages paid to an individual in any calendar year
equal to $3,000 in the case of a calendar year before 1951, or
$3,600 in the case of a calendar year after 1950 and before 1955, or
$4,200 in the case of a calendar year after 1954 and before 1959,
or $4,800 in the case of a calendar year after 1958 and before 1966,
or $6,600 in the case of a calendar year after 1965 and before 1968,
or $7,800 in the case of a calendar year after 1967 and before 1972,
or $9,000 in the case of the calendar year 1972, or $10,800 in the
case of the calendar year 1973, or $13,200 in the case of the
calendar year 1974, or an amount equal to the contribution and
benefit base (as determined under section 230) in the case of any
calendar year after 1974 and before 1978 with respect to which
such contribution and benefit base is effective, each quarter of
such year shall (subject to clauses (i) and (v)) be a quarter of
coverage;

(iii) if an individual has self-employment income for a taxable
year, and if the sum of such income and the wages paid to him
during such year equals $3,600 in the case of a taxable year begin-
nirng after 1950 and ending before 1955, or $4,200 in the case of a
taxable year ending after 1954 and before 1959, or $4,800 in the
case of a taxable year ending after 1958 and before 1966, or
$6,600 in the case of a taxable year ending after 1965 and before
1968, or $7,800 in the case of a taxable year ending after 1967 and
before 1972, or $9,000 in the case of a taxable year beginning after
1971 and before 1973, or $10,800 in the case of a taxable year be-
ginning after 1972 and before 1974, or $13,20 in the case of a
taxable year beginning after 1973 and before 1975, or an amount

21-746 0 - 76 - 10
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equal to the contribution and benefit base (as determined under
section 230) which is effective for the calendar year in the case of
any taxable year beginning in any calendar year after 1974 and
before 1978, each quarter any part of which falls in such year shall
(subject to clauses (i) and (v)) be a quarter of coverage;

(iv) if an individual is paid wages for agricultural labor in a

calendar year after 1954 and before 1978, then, subject to clauses

(i) and (v), (I) the last quarter of such year which can be but is
not otherwise a quarter of coverage shall be a quarter of coverage

if such wages equal or exceed $100 but are less than $200; (II) the

last two quarters of such year which can be but are not otherwise

quarters of coverage shall be quarters of coverage if such wages
equal or exceed $200 but are less than $300; (III) the last three

quarters of such year which can be but are not otherwise quarters
of coverage shall be quarters of coverage if such wages equal or

exceed $300 but are less than $400; and (IV) each quarter of such
year which is not otherwise a quarter o.f coverage shall be a quarter
of coverage if such wages are $400 or more;

(v) no quarter shall be counted as a quarter of coverage prior
to the beginning of such quarter;

(vi) not more than one quarter of coverage may be credited to

a calendar quarter; and
(vii) no more than four quarters of coverage may be credited

to any calendar year after 1977.
If in the case of an individual who has attained age 62 or died or is
under a disability and who has been paid wages for agricultural labor

in a calendar year after 1954 and before 1978, the requirements for

insured status in subsection (a) or (b) of section 214, the requirements

for entitlement to a computation or recomputation of his primary

insurance amount, or the requirements of paragraph (3) of section

216(i) are not met after assignment of quarters of coverage to quar-

ters in such year as provided in clause (iv) of the precedinz sentence,

but would be met if such quarters of coverage were assigned to differ-

ent quarters in such year, then such quarters of coverage shall instead

be assigned, for purposes only of determining compliance with such

requirements. to such different quarters. If. in the case of an individual

who did not die prior to January 1. 19555, and who attained age 62

(if a woman) or age 65 (if a man) or died before Jlulv 1, 1957. the

requirements for insured status in section 214(a) (3) 1 are not met

because of his having too few quarters of coverage but would be met

if his quarters of coverage in the first calendar year in which he had

any covered employment had been determined on the basis of the

period during which wages were earned rather than on the basis of

the period during which wages were paid (any such wages paid that

I This reference In to see. 214(a) (3) as in efect prior to repeal by the Social Security
Amendments of 1960 (P.L. 86-778).
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* are reallocated on an earned basis shall not be used in determining
quarters of coverage for subsequent calendar years), then upon appli-
cation filed by the individual or his survivors and satisfactory proof
of his record of wages earned being furnished by such individual
or his survivors, the quarters of coverage in such calendar year may
be determined on the basis of the period during which wages were
earned.1

Crediting of Wages Paid in 1937
(b) With respect to wages paid to an individual in the six-month

periods commencing either January 1, 1937, or July 1, 1937; (A) if
wages of nlot less than $100 were paid in any such period, one-half of
the total amount thereof shall be deemed to have been paid in each of
the calendar quarters in such period; and (B) if wages of less than
$100 were paid in any such period, the total amount thereof shall be
deemed to have been paid in the latter quarter of such period, except
that if in any such period, the individual attained age sixty-five, all of
the wages paid in such period shall be deemed to have been paid before
such age was attained.
A',ernative Method for Determining Quarters of Coverage With Respect to

Wages in the Period From 1937 to 150
(c) For purposes of section 214(a), an individual shall be deemed

to have one quarter of coverage for each $400 of his total wages prior
to 1951 (as defined in section 215(d) (1) (C)), except where-

(1) such individual is not a fully insured individual on the
basis of the number of quarters of coverage so derived plus the
number of quarters of coverage derived from the wages and self-
employment income credited to him for periods after 1950, or

(2) such individual's elapsed years (for purposes of section 214
(a) (1)) are less than 7.

Amount Required for a Quarter of Coverage
(d) (1) The amount of wages and self-employment income which

an individual must have in order to be credited with a quarter of
coverage in any year under subsection (a) (2) (A) (ii) shall be $250
in the calendar year 1978 and the amount determined under paragraph
(2) of this subsection for years after 1978.

(2) The Secretary shall, on or before November 1 of 1978 and of
every year thereafter, determine and publish in the Federal Register
the amount of wages and self-employment income which an individual
must have in order to be credited with a quarter of coverage in the
succeeding calendar year. The amount required for a quarter of cov-
erage shall be the larger of-

(A) the amount in effect in the calendar year in which the
determination under this subsection is made, or

L Paragraph (2) was amended by sees. 351(c) and 352(a) of Public Law 95-216.
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(B) the product of the amount prescribed in paragraph (1)
which is required for a quarter of coverage in 1978 and the ratio
of the average of the total wages (as defined in regulations of the
Secretary and computed without regard to the limitations speci-
fied in section 209(a)) reported to the Secretary of the Treasury
or his delegate for the calendar year before the year in which the
determination under this paragraph is made to the average of the
total wages (as so defined and computed) reported to the Secre-
tary of the Treasury or his delegate for 1976 (as published in the
Federal Register in accordance with section 215(a) (1) (D)),

with such product, if not a multiple of $10, being rounded to the next
higher multiple of $10 where such amount is a multiple of $5 but not
of $10 and to the nearest multiple of $10 in any other case.1

Insured Status for Purposes of Old-Age and Survivors Insurance

Benefits

Sec. 214. For the purposes of this title-

Fully Insured Individual
(a) The term "fully insured individual" means any individual who

had not less than-
(1) one quarter of coverage (whenever acquired) for each

calendar year elapsing after 1950 (or, if later, the year in which
he attained age 21) and before the year in which he died or (if
earlier) the year in which he attained age 62. except 2 that in
no case shall an individual be a fully insured individual unless
he has at least 6 quarters of coverage; or

(2) 40 quarters of coverage: or
(3) in the case of an individual who died before 1951 6 quar-

ters of coverage;
not counting as an elapsed year for purposes of paragraph (1) any
year any part. of which was included in a period of disability (as de-
fined in section 216 (i)).

I Subsection (d) was added by Fee. 352(b) of P.L. 95-216.
2 P.L. 92-603, section 104(a), deleted-

"(A) in the case of a woman, the year in which she died or (if earlier) the year
In x which she attained age 62.

(B) in the case of a man who has died. the year in which he died or (if earlier)
the year in which he attained a::e 65. or

(Cl in the case of a man who has not died, the year in which he attained (or
would attain) age 65. except".

and inserted "the year in which he died or (if .arlier) the year In which he attained
age 62. except". Applicable in the cabe of a man mlho attaiins (or would attain) age 62
after December 1974.

In the cahe of a man who attn,, ain . 62 irihir to 1975. the number of his elapsed
years for purposes of section 215(b)(3) shall be equal to (A) the number determined
under this section as in effect on Sep~temmber 1. 1972. or (B) if less, the number deter-
mined as though he attained age 65 in 1975. exCelft that monthly benefits under title II
for months prior to Janiuary 1973 inaý.able ,in thi' hawis o•f his u ages and self-enmho3 ment
income shall be determined its though secti,,n 104 of P.L. 92.6(63 had not been enacted.

In the case of a m1an 1 ho attain-, ,,r x'ill atit tiii :t'_- Q2 in 197-1. thie ficlire "*ol" In
sections 214(a)(1). 223(c6(A), and 21(ii("3).(A). shall lie deemed to read -64". In
the ease of a iman who attains or will attain :age 0;2 in 1974. the figutre -65" in sections
214(a) (1). 223(c) (1) (A), and 216 i) (3) (A) shall be deemed to read "63".
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Currently Insured Individual

(b) The term "'currently insured individual" ineans any individual
who had not less than six quarters of covelnge during the thirteen-
quarter period end,.ing with (1) the quarter in which he died, (2) the
quarter in which he became entitled to old-age insurance benefits, (3)
the quarter in which he lbcaine entitled to primary insurance benefits
under this title as in effect prior to the enactment of this section, or
(4) in the ease of any individual entitled to disability insurance bene-
fits, the quarter in which he most recently b-calne entitled to disability
insurance benefits, not counting as part of such thirteen-quarter period
any quarter any part of which was included in a period of disability
unless :uch quarter was a quarter of coverage.

Computation of Primary Insurance Amount'

Sec. 215. (a) (1) (A) The primary insurance" , amount of an indi-
vidual .hall (except as otherwise provided in this section) be equal to
the sum of-

(i) 90 percent of the individual's average indexed monthly
earnings (determined under subsection (b)) to the extent that
such earnings do not exceed the amount established for purposes
of this clause by subparagraph (B),

(ii) 32 percent of the individual's average indexed monthly
earnings to the extent that such earnings exceed the amount estab-
lished for purposes of clause (G but do not exceed the amount
established for purposes of this clause by subparagraph (B), and

(iii) 15 percent of the individual's average indexed monthly
earnings to the extent that such earnings exceed the amount
established for purposes of clause (ii),

rounded in accordance with subsection (g), and thereafter increased
as provided in subsection (i).

(B) (i) For individuals who initially become eligible for old-age
or disability insurance benefits, or who die (before becoming eligible
of such benefits), in the calendar year 1979, the amount established
for purposes of clause (i) and (ii) of subparagraph (A) shall be $180
and $1.085, respectively.

(ii) For individuals who initially become eligible for old-age or
disability insurance benefits, or who die (before becoming eligible for
:uch benefitss, in any calendar year afteL 1979, each of the amounts 6o
established shall equal the product of the corresponding amount estab-
lished with respect to the calendar year 1979 under clause (i) of this
ulubparraph and the quotient obtained by dividing-

I See. 215. which provides the basic rules for computing social security benefits. was
substantially revised by the Social Security Amendments of 1977. For certain individuals.
the law prior to those amendments continues to apply and the former section 215 is printed
at the end of this document as Appendix F.
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(I) the average of the total wages (as defined in regulations
of the Secretary and computed without regard to the limitations
specified in section 209(a) ) reported to the Secretary of the Treas-
ury or his delegate for the second calendar year preceding the
calendar year for which the determination is made, by

(II) the average of the total wages (as so defined and com-
puted) reported to the Secretary of the Treasury or his delegate
for the calendar year 1977.

(iii) Each amount established under clause (ii) for any calendar
year shall be rounded to the nearest $1, except that any amounts so
established which is a multiple of $0.50 but not of $1 shall be rounded
to the next higher $1.

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

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

(II) an amount equal to $11.50 multiplied by the individual's
years of coverage in excess of 10. or the increased amount deter-
mined for purposes of this - ubdivision under subsection (i),1

whichever is greater. No increase under subsection (i), except as pro-
vided in subsection (i) (2) (A), shall apply to the dollar ainomont
specified in subdivision (I) of this clause.

(ii) For l)urposes of clause (i) (II). the term "years of coverage"
with respect to any individual means the number (miot exceeding 30)
equal to the sum of (I) the number (not exceeding 14 al(1 liisregarding
any fraction) determined by dividing (a) the total of the wages
credited to such individual (including,., wages deemed to be paid prior
to 1951 to such individual under section 217, COll)en.-at ion minder the
Railroad Retirement Act of 1937 prior to 19.1 which is creditable to
such individual pursuant to this title, and wages deemned to be paid
prior to 1951 to such individual under section 231) for years after
1936 and before 1951 by (b) $900. plus (11) the number equal to
the number of years after 1950 each of which is a computation base
year (within the meaning of subsection (b) (2) (B) (ii)) and in each
of which he is credited with wages includingg wages deemed to be paid
to such individual under section 217. comlpen.-ation mider the Railroad
Retirement Act of 1937 or 1974 which is creditable to such individual
pursuant to this title, and wages deemned to be paid to such individual
under section 229) and self-employment income of not less than 25
percent of the maximum amount whi.h. lmirsIant to subsection (e).
may be counted for such year, or of not less than 25 percent of the
maxin•um amount which could be so counted for .uch year (in the case
of a year after 1977) if section 230 as in effect immediately prior to the

Sec. 215 (a) 126



Enactment o,! the Social Security Amendments of 1977 had remained
in effect without change.?

(D) In each calendar year after 1978 the Secretary shall publish
in the Federal Register, on or before November 1, the formula for
computing benefits under this paragraph and for adjusting wages and
self-employment income under subsection (b) (3) in the case of an
individual who becomes eligible for an old-age insurance benefit, or
(if earlier) becomes eligible for a disability insurance benefit or dies,
in the following year, and the average of the total wages (as described
in subparagraph (B) (ii) (I)) on which that formula is based. With
the initial publication required by this subparagraph, the Secretary
shall also publish in the Federal Register the average of the total
wages (as so described) for each calendar year after 1950.1

(2) (A) A year shall not be counted as the year of an individual's
death or eligibility for purposes of this subsection or subsection (i)
in any case where such individual was entitled to a disability insur-
ance benefit for any of the 12 months immediately preceding the month
of such death or eligibility (but there shall be counted instead the year
of the individual's eligibility for the disability insurance benefit or
benefits to which lie was entitled during such 12 months).

(B) In the case of an individual who was entitled to a disability
insurance benefit for any of the 12 niontlis before the nionth in which
lie became entitled to an old-age insurance benefit, became reentitled to
a disability insurance benefit, or died, the primary insurance amount
for determining any benefit attributable to that entitlement. reentitle-
ment, or death is the greater of-

(i) the primary insurance amount upon which buch di:-ability
insurance benefit was based, increa.-ed by the. amnowit of each gen-
eral benefit increa-,e (as defined in subsection (i) (3)), and each
increase provided under subsection (i) ('2), that would. have
applied to such primary insurance amount had the individual
remained entitled to such disability insurance benefit until the
month in which lie became so entitled or reentitled or died, or

(ii) the amount computed under paragraph (1) (C).
(C) In the case of an individual who was entitled to a disability

insurance benefit for any month, and with respect to whom a primary
insurance amount is required to be computed at any time after the
close of the period of the individual's disability (whether because of
such individual's subsequent entitlement to old-age insurance benefits
or to a disability insurance benefit based upon a subsequent period of
disability, or because of such individual's death), the primary insur-
ance amount so computed may in no case be less than the primary
insurance amount with respect to which such former disability insur-
ance benefit was most recently determined.

I See Appendix K
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(3) (A) Paragraph (1) applies only to an individual who was not
eligible for an old-age insurance benefit prior to January 1979 and
who in that or any succeeding month-

(i) becomes eligible for such a benefit,
(ii) becomes eligible for a disability insurance benefit, or
(iii) dies,

and (except for subparagraph (C) (i) (II) thereof) it applies to ever,,
such individual except to the extent otherwise provided by paragra.pb
(4).

(B) For purposes of this title, an individual is deemed to be
eligible-

(i) for old-age insurance benefits, for months beginning with
the month in which he attains age 62, or

(ii) for disability insurance benefits, for months beginning
with the month in which his period of disability began as pro-
vided under section 216(i) (2) (C),

except as provided in paragraph (2) (A) in cases where fewer than 12
months have elapsed since the termination of a prior period of
disability.

(4) Paragraph (1) exceptt for subparagraph (C) (i) (II) thereof)
does not apply to the computation or recoinputation of a primary
insurance amount for-

(A) an individual who was eligible for a disability insurance
benefit for a month prior to January 1979 unless, prior to the
month in which occurs the event described in clause (i), (ii). or
(iii) of paragraph (3) (A), there occurs a period of at least 12

consecutive months for which he was not entitled to a disability
insurance benefit, or

(B) an individual who ! ad wages or self-employment income
credited for one or more years prior to 1979, and who was not
eligible for an old-age or disability insurance benefit, and did not
die, prior to January 1979. if in the .-car for which the computa-
tion or recommendation I would be lma(le the individual's primary
insurance amount would be greater if computed or recomputed-

(i) under section 215 (a) as in effect in December 1978. for
purposes of old-age insurance lx'nefits in the case of an indi-
vidual who becomes eligible for such benefits prior to 1984, or

(ii) as provided by ,,ection 215(d). in the case of an indi-
vidual to whom such section applies.

In determining whether an individual's primary insurance amount
would be greater if computed or r'computed as provided in subpara-
graph (B), (I) the table of benefits in effect in I)ecei•ber 1978 shall
be applied without regard to any increases in that table which may

1 The word "recommendation" Is a technical error In the law: It should read "recompu-
tlation".
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* become effective (in accordance with subsection (i) (4)) for years after1978 (subject to clause (iii) of subsection (i) (2) (A) but without
regard to clauses (iv) and (v) thereof) and (II) such individual's
average monthly wage shall be computed as provided by sub-
section (b) (4).

(5) For purposes of computing the primary insurance amount
(after December 1978) of an individual to whom paragraph (1) does
not apply (other than an individual described in paragraph (4) (B)),
this section as in effect in December 1978 shall remain in effect, except
that, effective for January 1979, the dollar amount specified in para-
graph (3) of subsection (a) shall be increased to $11.50. The table
for determining primary insurance amounts and maximum family
benefits contained in this section in December 1978 shall be revised as
provided by subsection (i) for each year after 1978.1

Average Indexed Monthly Earnipgp; Average Monthly Wage

(b) (1) An individual's average incixed monthly earnings shall be
equal to the quotient obtained by dividing--

(A) the total (after adjustment under paragraph (3)) of his
wages paid in and self-employment income credited to his bene-
fit computation years (determined under paragraph (2)), ly

(B) the number of months in those years.
(2) (A) The number of an individual's benefit computation years

equals the number of elapsed years, reduced by five, except that the
number of an individual's benefit computation years may not be less
than two.

(B) For purposes of this subsection with respect to any
individual-

(i) the term "benefit computation years" means those computa-
tion base years. equal in number to the number determined under
subparagralph (A), for which the total of such individual's wages
and self-employment income, after adjustment under paragraph
(3). is the largest;

(ii) the term "computat ion base years" means the calendar years
after 19.0 and before-

(I) in the case of an individual entitled to old-age irsur-
ance benefits the year in which occurred (whether by reason
of section 202(j) (1) or otherwise) the first nionth of that
entitlement; or

(II) in the case of an individual who has died (without
having become entitled to old-age insurance benefits), the
year succeeding the year of his death;

*except that such terni excludes any calendar year entirely in-
cluded in a period of disability; and

S.";ubt'ctiOw ta) U b ault-ided by see. 2:u in) of P.1.. !D5-21,.
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(iii) the term "number of elapsed years" means (except as
otherwise provided by section 104(j) (2) of the Social Security
Amendments of 1972) the number of calendar years after 1950
(or, if later, the year in which the individual attained age 21) and
before the year in which the individual died. or, if it occurred
earlier (but after 1960), the year in which he attained age 62;
except that such term excludes any calendar year any part of
which is included in a period of di•-abilitv.

(3) (A) Except as provided by subparagraph (B), the wages paid
in and belf-employment income credited to each of an individual's coi-
putation base years for purposes of the selection therefrom of benefit
computation years wider paragraph (2) shall be deemicd to be equal
to the product of-

(i) the wages and self-employment income paid in or credited
to such year (as determined without regard to this bubpara-
graph), and

(ii) the quotient obtained by dividing-
(I) the average of the total wages (as defined in regula-

tions of the Secretary and coniputed without regard to the
limitations specified in -ection 209(a) ) reported to the Secre-
tary of the Treasury or his dehlgate for the second calendar
year (after 197C) preceding the earliest of the year of the
individual's death, eligibility for an old-age insurance bene-
fit. or eligibility for a disability insurance benefit (except
that the year in which the individual dies. or ibe-oiies eligible,
.hall not be considered as such year if the individual was
entitled to disability in.-surance leinefits for any month in
the 12-nonth period immediately preceding such death or
eligilbilitv. but there shall be counted instead the year of the

individual's eligibility for the disability insurance benefit to
which lie was entitled in such 12-month period), by

(II) the average of the total Wages (as so defined and
computed) reported to the Secretary of the Treasury or his
delegate for the computation ba.-e year for which the deter-
mination is made.

(B) Wages paid in or self-employment income credited to an in-
dividual's computation base yeear which-

(i) occurs after the second calendar year specified in subpara-
graph (A) (ii) (I), or

(ii) is a year treated under subsection (f) (2) (C) as though
it werv the last year of the period specified in paragraph (2)
(B) (ii),

siall be available for u,.se in determnining an individual's benefit corn-
putation years. but without applying subparagraph (A) of this
paragraph.
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(4) For purposes of determining the average monthly wage of an
individual whose primary insurance amount is computed (after 1978)
under section 215(a) or 215(d) as in effect (except with respect to the
table contained therein) in December 1978, by reason of subsection (a)
(4) (B), this subsection as in effect in December 1978 shall remain in
effect, except that paragraph (2) (C) (as then in effect) shall be
deemed to provide that "computation base years" include only calendar
years in the period after 1950 (or 1936, if applicable) and prior to the
year in which occurred the first month for which the individual was
eligible (as defined in sub:-ection (a) (3) (B) as in effect in January
1979) for an old-age or disability insurance benefit, or. if earlier, the
year in which he (lied. Any calendar year all of which is included in a
period of disability ýlhall not be included as a computation base year
for such purposes.,

Application of Prior Provisions in Certain Cases

(c) This subsection as in effect in December 1978 shall remain in
effect with respect to an individual to whom subsection (a) (1) does
not apply by reason of the individual's eligibility for an old-age or dis-
ability insurance benefit, or the individual's death. prior to 1979.-

Primary Insurance Benefit Under 1939 Act

* (d) (1) For purposes of column I of the table appearing in sub-
section (a), as that subsection was in effect in December 1977, an indi-
vidual's primary insurance benefit shall be computed as follows:

(A) The individual's average monthly wage shall be deter-
mined as provided in subsection (b), as in effect in December 1977
(but without regard to paragraph (4) thereof), except that for
purposes of paragraphs ('2) (C) and (3) of that subsection (as so
in effect) 1936 shall be used instead of 1950.

(B) For purposes of subparagraphs (B) and (C) of subsec-
tion (b) (2) (asso in effect)-

(i) the total wages prior to 1951 (as defined in subpara-
graph (C0 of this paragraph) of an individual who attained
age 21 after 1936 and prior to 1950 shall be divided by the
number of years (hereinafter in this subparagraph referred
to as the "divisor") elapsing after the year in which the in-
dividual attained age 20 and prior to 1951; and

(ii) the. total wages prior to 1951 (as defined in subpara-
graph (C) of this paragraph) of an individual who attained
age 21 after 1949 shall be divided by the number of years
(hereinafter in this subparagraph referred to as the "divi-
sor") elapsing after 1949 and prior to 1951.

'Rubsetion (b) was amended by see. 201(b) of P.L. 95-216.
'Subsection (e) was amended by see. 201(c) of P.L. 95-216.
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The quotient so obtained shall be deemed to be the individual's wages
credited to each of the years which were used in computing the amount is
of the divisor, except that-

(iii) if the quotient exceeds $3,000, only $,3,000 shall be
deemed to be the individual's wages for each of the years
which were used in computing the amount of the divi.sr, and
the remainder of the individual's total wages prior to 1951
(I) if less than $3:,000, shall be deemed credited to the year
immediately preceding the earliest year used in computing
the amount of the divisor, or (11) if $3.00) or more, shall be
deemed credited, in $3,000 increments, to the year immediately
preceding the earliest year used in computing the amount of
the divisor and to each year consecutively preceding that year,
with any remainder less than $3,000 being credited to the
year immediately preceding the earliest year to which a full
$3,000 increment was credited; and

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

(C) For the purposes of subparagraph (B), "total wages prior
to 1951" with respect to an individual means the stum of (i) re-
muneration credited to such individual prior to 1951 on the records
of the Secretary, (ii) wages deemed paid prior to 1951 to such
individual under section 217, (iii) compensationi under the Rail-
road Retirement Act of 1937 prior to 1951 creditable to him pur-
suant to this title, and (iv) wages deemed paid prior to 1951 to
such individual tinder section 231.

(D) The individual's primary insurance benefit shall be 40 per-
cent of the first $50 of his Fx..erage monthly wage as computed un-
der this subsection, plus 10 percent of the next $2W0 of his average
monthly wage. increased by 1 percent for each increment year.
The number of increment years is the number, not more than 14
nor less than 4, that is equal to the individual's total wages prior
to 1951 divided by $1,650 (disregarding any fraction).'

(2) The provisions of this subsection .-hall be aplplicable only in the
case of an individual-

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

(B) except as provided in paragraph (3), who attained age
22 after 1950 and with respect to whom less than six of the quar-
ters elapsing after 1950 are quarters of coverage, or who attained
3uch age before 1951; and

(C) (i) who becomes entitled to benefits under actionon 202(a)
or 223 after the date of the enactment of the Social Security
Amendments of 1967, or

'Paragraph (1) was amended by aem. 201(d) (1) and 201(d) (2) of P.L. 95-216.
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(ii) who dies after such date without being entitled to benefits
under section 202(a) or 223, or

(iii) whose primary insurance amount is required to be recom-
puted under section 215(f) (2) or (6). or section 231.

(3) The provisions of this subsection as in effect prior to the enact-
ment of the Social Security Amendments of 1967 shall be applicable
in the case of an individual who had a period of disability which
began prior to 1951, but only if the primary insurance amount result-
ing therefrom is higher than the primary insurance amount resulting
from the application of this section (as amended by the Social Secu-
rity Amendments of 1967) and sect io 2220.1

(4) The provisions of this subsection as in effect in December 1977
shall be applicable to individuals who become eligible for old-age or
disability insurance benefits or die prior to 1978.2

Certain Wages and Self-Employment Income Not To Be Counted

(e) For the purposes of sub.iections (b) and (d)-
(1) in computing an individual's average indexed monthly

earnings or, in the ca-e of an individual whose primary insurance
amount is computed under section 215(a) as in effect prior to
January 1979, average monthly wage. there shall not be counted
the excess over $83.600 in the case of any calendar year after 1950

* and before 1955, the exce:.s over q4.20•) in the case of any calendar
year after 1954 and before 1959, the excess over $4q.s0) in the case
of any calendar year after 1958 and before 1966. the excess over
$6.600 in the case of any calendar year after 196-5 an'l before 1968,
the excess over $7,800 in the case of any calendar year after 1967
and before 1972, the excess over $9,000 in the cane of any calendar
year after 1971 and beforv 1973. the excess over $10.809) in the case
of any calendar year after 1972 and before 1974. the excess over

$13.200 in the case of any calendar year after 1973 and before
1975, and the excess over an amount equal to the contribution

and benefit bas-e (as determined under section 230) in the case of

any calendar year after 1974 with respect to which such contribu-

tion and benefit base is effective (before the application, in the
case of average indexed monthly earnings, of subsection (b) (3)

(A)) of (A) the wages paid to him in such year, plus (B) the

self-emlployment income credited to such iear (as determined
under section 212) ; and

(2) if an individual's average indexed monthly earnings or, in

the case of an individual whose primary insurance amount is
computed under section 215(a) as in effect prior to January 1979,
average monthly wage, computed under subsection (b) or for
the purposes of subsection (d) is not a multiple of $1, it shall be
reduced to the next lower multiple of $1.

1 Paragraph (3) was amended by see. 201(d) (3) of P.L. 95-216.
'Paragraph (4) was added by see. 201(d)(4) of P.L 95-216.
• Subsection (e) was amended by see. 201(e) of P.L 95-216.
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Recomputation of Benefits

(f) (1) After an individual's primary insurance amount has been
determined under this section, there shall be no recomputation of such
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who died prior to
July 27,1954, as provided in section 217 (b).

(2) (A) If an individual has wages or self-employment income for
a year after 1978 for any part of which he is entitled to old-age or
disability insurance benefits, the Secretary shall, at such time or times
and within such period as lie may by regulation prescribe, recompute
the individual's primary insurance account for that year.

(B) For the purpose of applying subparagraph (A) of subsection
(a) (1) to the average indexed monthly earnings of an individual to
whom that subsection applies and who receives a reconuputation under
this paragraph, there shall be used, in lieu of the amounts estab-
lished by subsection (a) (1) (B) for purposes of clauses (i) and (ii) of
subsection (a) (1) (A), the amounts so established that were (or, in
the case of an individual described in subsection (a) (4) (B), would
have been) used in the computation of such individual's primary in-
surance amount prior to the application of this subsection.

(C) A recomputation of any individual's primary insurance amount
under this paragraph shall be made as provided in subsection (a) (1)
as though the year with respect to which it is made is the last year of
the period specified in subsection (b) (2) (B) (ii) ; and subsection
(b) (3) (A) shall apply with respect to any such recomputation as it
applied in the computation of such individual's primary insurance
amount prior to the application of this subsection.

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

(i) in the case of an individual who did not die in that year,
for monthly benefits beginning with benefits for January of the
following year; or

(ii) in the case of an individual who died in that year. for
monthly benefits beginning with benefits for the month in which
he died.'

(3) [Repealed.]2
(4) A recomputation shall be effective under this subsection only

if it increases the primary insurance amount by at least $1.3
(5) In the case of a man who became entitled to old-age insurance

benefits and died before the month in which he attained age 65, the
Secretary shall recompute his primary insurance amount as provided
in subsection (a) as though lie became entitled to old-age insurance

1Pararraph (2) was amended by sec. 201 (f (1) of P.L 95-216.
'Paragraph (3) wax repealed by see. 201iM (2) of P.L. 95-216.
P Paragraph (4) was amended by sec. 201 (f) (3) of P.L. 95-216.
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benefits in the month in which h3 died; except that (i) his computa-
tion base years referred to in subsection (b) (2) shall include the year
in which he died, and (ii) his elapsed years referred to in subsection
(1-) (3) shall not include the 3 ear in which he died or any year there-
after. Such reconiputation of ,;uch primary insurance amount shall be
effective for and after the month in which he died.

(6) Upon the death after 1967 of an individual entitled to benefits
under section 202(a) or section 223, if any person is entitled to
monthly benefits or a lump-suni death payment, on the wages and self-
employment income of such individual, the Secretary shall recompute
the decedent's primary insurance amount, but only if the decedent
during his lifetime was paid compensation which was treated under
section 205(o) as remuneration for employment.

(7) This subsection as in effect in December 1978 shall continue to
apply to the recomputation of a primary insurance amount computed
under subsection (a) or (d) as in effect (without regard to the table
in subsection (a)) in that month, and, where appropriate, under sub-
section (d) as in effect in December 1977. For purposes of recomputing
a primary insurance amount determined under subsection (a) or (d)
(as so in effect) in the case of an individual to whom those subsections
apply by reason of subsection (a) (4) (B) as in effect after December

* 1978. no remuneration shall be taken into account for the year in which
the individual initially became eligible for an old-age or disability
insurance benefit or died, or for any year thereafter.'

(8) The Secretary shall recompute the primary insurance amounts
applicable to beneficiaries whose benefits are based on a primary insur-
ance amount which was computed under subsection (a) (3) effective
prior to January 1979, or would have been so compnlted if the dollar
amount specified therein were $11.50. Such recomputation shall be
effective January 1979, and shall include the effect. of the increase in
the dollar amount provided by subsection (a) (1) (C) (i) (II). Such
primary insurance amount shall be deemed to be provided under such
section for purposes of subsection (i).1

Rounding of Benefits

(g) The amount of any primary insurance amount and the amount
of any monthly benefit computed under section 202 or 223 which (after
reduction under section 203(a) and deductions under section 203(b))
is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10.

(h) (1) Notwithstanding the provisions of subchapter III of chap-
ter 83 of title 5, United States Code, remuneration paid for services to

* which the provisions of section 210(l) (1) of this Act are applicable
and which is performed by an individual as a commissioned officer of

I Paragraphs (7) and (8) were added by see. 201(fj(4) of P.L 95-216.
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the Reserve Corps of the Public Health Service prior to Julv 1. 1960,
shall not he included in comjutifng entitlement to or the anlount of any W
monthly bellefit Iuiider this title, oil the lba-is of his wages and self-
emp)loyment income. for any month after June 196o and prior to the
first iiionth with rel-pec t to which the ('ivil Service Coimmi-sioii certi-
fies to the Secretary that, by reason of a waiver filed as provided in
paragraph (2), JIG further aniuity will be paid to him. his wife. and
his children. or. if lie has died. to his widlow and children, under silb-
chapter IllI of chapter 63 of title 5. United States ('ode. on tile basis
of such service.

(2) In the case of a monthly benefit for a month prior to that in
which the individual. oil whioý-e wages alld self-emiploy"ment incomiie
such benefit is ba.-ed. (lies, the waiver niust be filed by -u1chl individual:
and such waiver shall be irrevocable and shall constitute a waiver on
behlialf of him.nelf. his wife, and his children. If such individual did not
file such a waiver before lie died. then ill the ca:-e of a benefit for the
month in which Ihe died or any month thereafter. :.ich waiver miiust be
filed by his widow. if any. and by or on behalf of all his chihiren, if
any; and such waivers shall be irrevocable. Such a waiver by a child
shall be filed by his legal guardian or guardians. or. in the absence
thereof, by the person (or persons) who has the child in his care.

Cost-of-Living Increases in Benefits

(i) (1) For purpol-es of this :iiisection-

(A) the term "base quarter" means (i) the calendar quarter
ending oil March :1 in each year after 1974. or 6ii) any other cal-
endar quarter in which occurs tile effective month of a general
xl'lefit increa.-e ui(ler this title:

(B) the ternim "cost'-of-]I ving comptitat ion quart er" iwaiis a base
quarter. as defined in .:palragrraplh (A).( i)l. in which tile Conl-

sumer Price Indlex prepared by the l )epartnient of Labor exceeds.
by not lesS than 3 per cent tim. suIch Index in the later of (i) the
last prior cost-of-living computation quarter which was estab-
lishe]d llader this SlI)par:Igraph, or (ii) the most recent calendar
quarter in which occurred the effective montli of a general benefit
increase umider this title: except that there :shall bW 110 cost-of-
living 'omnlputation quarter in any calendar year if in tlIe year

prior to such year a law has been enacted provi(1ing a general
benefit imicrea:e under this title or if in such prior year such a
general benefit in('rea.e becomes effective; and

(C) the Cons.umer Price Index or a base quarter, a cost-of-
living commiutation quarter, or any other calendar quarter shall
be the arithmetical mean of such index for the 3 months in such
quarter.
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(2) (A) (i) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B) ) whether the base
quarter (as defined in paragraph (1) (A) (i)) in such year is a cost-of-
living computation quarter.

(ii) If the Secretary determines that the base quarter in any year
is a cost-of-living computation quarter, he shall, effective with the
month of June of that year as provided in subparagraph (B),
increase-

(I) the benefit amount to which individuals are entitled for
that month under section 227 or 228,

(II) the primary insurance amount of each other individual
on which benefit entitlement is based under this title (including
a primary insurance amount determined under subsection (a)
(1) (C) (i) (I), but subject to the provisions of such subsection (a)
(1) (C) (i) and clauses (iv) and (v) of this subparagraph), and

(III) the amount of total monthly benefits based on any pri-
mary insurance amount which is permitted under section 203
(and such total shall be increased, unless otherwise so increased
under another provision of this title, at the same time as such
primary insurance amount) or, in the case of a primary insurance
amount computed under subsection (a) as in effect without
regard to the table contained therein) prior to January 1979, the
amount to which the beneficiaries may be entitled under section
203 as in effect in December 1978, except as provided by section
203(a) (6) and (7) as in effect after December 1978.

The increase shall be derived by multiplying each of the amounts
described in subdivisions (I), (II), and (III) (including each of
those amounts as previously increased under this subparagraph) by
the same percentage (rounded to the nearest one-tenth of I percent)
as the percentage by which the Consumer Price Index for that cost-of-
living computation quarter exceeds such index for the most recent
prior calendar quarter which was a base quarter under paragraph
(1) (A) (ii) or. if later, the most recent cost-of-living computation
quarter under paragraph (1) (B) ; and any amount so increased that
is not a multiple of $0.10 shall be increased to the next higher multiple
of $0.10. Any increase under this subsection in a primary insurance
amount determined under subparagraph (C) (i) (II) of subsection
(a) (1) shall be applied after the initial determination of such pri-
mary insurance amount under that subparagraph (with the amount of
such increase, in the case of an individual who becomes eligible for
old-age or disability insurance benefits or dies in a calendar year after
1979, being determined from the range of possible primary insurance
amounts published by the Secretary under the last sentence of sub-

* paragraph (D)).)

SClause (11) was amended by see. 201 (C) (1) of P.L. 95-216.
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(iii) In the case of an individual who becomes eligible for an old-
age or disability insurance benefit, or who dies prior to becoming so
eligible, in a year in which there occurs an increase provided under
clause (ii), the individual's primary insurance amount (without
regard to the time of entitlement to that benefit) shall be increased
(unless otherwise so increased under another provision of this title
and, with respect to a primary insurance amount determined under
subsection (a) (1) (C) (i) (I), subject to the provisions of subsection
(a) (1) (C) (i) and clauses (iv) and (v) of this subparagraph) by the
amount of that increase and subsequent applicable increases, but only
with respect to benefits payable for months after May of that year.'

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

(II) In the case of an individual who is entitled to an insurance
benefit under subsection (e) or (f) of section 20"2 that i$ based on
a primary insurance amount determined under subsection (a) (1) (C)
(i) (I), such primary insurance amount shall not be increased under
this subsection for any year (except as provided in subdivision (III))
before the year in which occurs the first month with respect to which
there is payable to such individual all or some part of such benefit
after application of the provisions of section 203 relating to deduc-
tions on account of work, or, if earlier, the year in which he attains
age 65.

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

(IV) No primary insurance amount determined under subsection
(a) (1) (C) (i) (I) shall be increased under this subsection for any
year during which no individual was entitled to any benefit based
thereon under section 202 or 223 for any month of such year.

(V) In any case in which an increase under this subsection which
occurs during any year applies to a primary insurance amount deter-

s Clauses (ill), (iv), and (v) were added by see. 201(g) (2) of P.L. 95-216.
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mined under subsection (a) (1) (C) (i) (I), and such an increase oc-
* curring in a later year does not apply to such primary insurance

amount on account of the provisions of this clause, any such increase
which occurs in a later year which is applicable to such primary in-
surance amount shall be based upon such primary insurance amount
as previously increased under this subsection.'

(v) Notwitlhstanding clause (iv), no primary insurance amount
shall be less than that provided under section "215(a) (1) without
regard to subparagraph (C) (i) (I) thereof, as subsequently increased
by applicable increases under this section.1

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

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

* Means and the Senate Committee on Finance.
(ii) Whenever the Secretary determines that a base quarter in a

calendarr year is also a cost-of-living computation quarter, he shall
notify the House Committee on Ways and Means and the Senate Com-
mittee on Finance of such determination within 30 days after the close
of such quarter, indicating the amount of the benefit increase to be pro-
vided, his estimate of the extent to which the cost of such increase
would be met by an increase in the contribution and benefit base under
section 230 and the estimated amount of the increase in such base, the
actuarial estimates of the effect of such increase, and the actuarial as-
sumptions and methodology used in preparing such estimates.

(D) If the Secretary determines that a base quarter in a calendar
year is also a cost-of-living computation quarter, lhe shall publish in
the Federal Register within 45 days after the close of such quarter a
determination that a benefit increase is resultantly required and the
percentage thereof. He shall also publish in the Federal Register at
that time (i) a revision of the range of the primary insurance amounts
which are possible after the application of this subsection based on the
dollar amount specified in subparagraph (C) (i) (II) of subsection (a)
(1) (with such revised primary insurance amounts constituting the

*• I Clauses (I11). (Ov), and (v) were added by see. 201(g) (2) of P.L 95-216.
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increased amounts determined for purposes of such subparagraph (C)
S(i) (II) under this subsection), or specified in subsection (a) (3) as
in effect prior to 1979. and (ii) a revision of the range of maximum
family benefits which correspond to :uch primary insurance amounts
(with .uch maximum benefits, being effective notwithstanding section
203(a) except for paragraph (3) (B) thereof (or paragraph (2)
thereof as in effect prior to 1979) ).

(3) As used in this subsection, the termn "general benefit increase
under this title" means an increase (other than an increase under this
subsection) in all primary insurance amnoumi's on which monthly
insurance benefits under this title are based.

(4) This subsection as in effect in December 1978 shall continue to
apply to subsections (a) and (d), as then in effect, for purposes of
computing the primary insurance amount of an individual to whom
subsection (a), as in effect after December 1978, does not apply
(including an individual to whom subsection (a) does not apply in
any year by reason of paragraph (4) (B) of that subsection (but the
application of this subsection in such cases shall be modified by the
application of subdivision (I) in the last sentence of paragraph (4)
of that subsection)). For purposes of computing primary insurance
amounts and maximum family benefits (other than primary insurance
amounts and maximum family benefits for individuals to whom such

* paragraph (4) (B) applies), the Secretary shall publish in the Federal
Register revisions of the table of benefits contained in subsection (a),
as in effect in December 1978, as required by paragraph (2) (D) of
this subsection as then in effect.2

SSubparagraph (Di was amended by sec. 2014 g) (3) of P.L. 95-216.2 Paragraph 44) was added by see. 201(g) (4) of P.L. 95-216. See Appendix F for law
as in elect on December, 1978.
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Other Definitions
Sec. 216. For the purposes of this title-
(a) [Repealed.]

Wife
(b) The term "wife" means the wife of an individual, but only if

she (1) is the mother of his son or daughter, (2) was married to him
for a period of not less than one year immediately preceding the day
on which her application is filed, or (3) in the month prior to the
month of her marriage to him (A) was entitled to, or on application
theref.ir and attainment of age 6(2 in such prior month would have
been entitled to, benefits under subsection (b), (e), or (h) of section
202, (B) had attained age eighteen and was entitled to, or on applica-
tion therefor would have been entitled to, benefits under subsection
(d) of such section (subject, however, to section 202(s)), or (C) was
entitled to, or upon application therefor and attainment of the re-
quired age (if any) would have been entitled to, a widow's, child's
(after attainment of age 18), or parent's insurance annuity under sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.

Widow
(c) The term "widow" (except when used in section 202(i)) means

the surviving wife of an individual, but only if (1) she is the mother
of his son or daughter, (2) she legally adopted his son or daughter
while she was married to him and while such son or daughter was
under the age of eighteen, (3) he legally adopted her son or daughter
while she was married to him and while such son or daughter was
under the age of eighteen, (4) she was married to him at the time
both of them legally adopted a child under the age of eighteen, (5)
she was nrried to him for a period of not less than nine months
immediately prior to the day on which he died, or (6) in the month
prior to the month of her marriage to him (A) she was entitled to,
or on application therefor and attainment of age 62 in such prior
month would have been entitled to. benefits tinder subsection (b),
(e), or (h) of section 202, (B) she had attained age eighteen and
was entitled to, or on application therefor would have been entitled
to, benefits under subsection (d) of such section (subject, however,
to section 20"2(s)), or (C) she was entitled to, or upon application
therefor and attainment of the required age (if any) would have
been entitled to, a widow's, child's (after attainment of age 18), or
parent's insurance annuity under section 2 of the Railroad Retirement
Act of 1974, as amended.

Divorced Wives; Divorce

(d) (1) The term "divorced wife" means a woman divorced from
an individual, but only if she had been married to such individual for
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a period of 10 years immediately before the date the divorce became
* effective.'

(2) The term "surviving divorced wife" means a woman divorced
from an individual who has died, but only if she had been married
to the individual for a period of 10 years i mediately before the date
the divorce became effective. 1

(3) The term "surviving divorced mother" means a woman di-
vorced from an individual who has died, but only if (A) she is the
mother of his son or daughter, (B) she legally adopted his son or
daughter while she was married to him and while such son or daughter
was under the age of 18, (C) he legally adopted her son or daughter
while she was married to himn and while such son or daughter was
under the age of 18, or (D) she was married to him at the time both
of them legally adopted a child under the age of 18.

(4) The terms "divorce" and "divorced" refer to a divorce a vin-
culo matrimonii.

Child

(e) The terni 'child" means (1) the child or legally adopted child
of an individual, (2) a stepchild who has been such stepchild for
not less than one year immediately preceding the (lay on which appli-
cation for child's insurance benefits is filed or (if the insured individual

* is deceased) not less than nine months immediately preceding the
day on which such individual died, and (3) a person who is the grand-
child or stepgrandchild of an individual or his spouse, but only if (A)
there was no natural or adoptive parent (other than such a parent
who was under a disability, as defined in section 223(d)) of such per-
son living at the time (i) such individual became entitled to old-age
insurance benefits or disability insurance benefits or died, or (ii) if
such individual had a period of disability which continued until such
individual became entitled to old-age insurance benefits or disability
insurance benefits, or died, at the time such period of disability began,
or (B) such person was legally adopted after the death of such indi-
vidual by such individual's surviving spouse in an adoption that was
decreed by a court of competent jurisdiction within the United States
and such person's natural or adopting parent or stepparent was not
living in such individual's household and making regular contributions
toward such person's support at the time such individual died. For
purposes of clause (1), a pc-rson shall be deemed, as of the date of death
of an individual, to be the legally adopted child of such individual if
such person was at the time of such individual's death living in such
individual's household and was legally adopted by such individual's

I Paragraphs (I) and (2) were amended by see. 337(a) of Public Law 95-216 effective
as specified in see. 337 (c) which appears in this document on p. 811.
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surviving spouse after such individual's death but only if (A) pro-
* ceedings for the adoption of the child had been instituted by such indi-

vidual before his death, or (B) such child was adopted by such indi-
vidual's surviving spouse before the end of two years after (i) the
day on which such individual died or (ii) the date of enactment of
the Social Security Amendments of 1958; except that this sentence
shall not apply if at the time of such individual's death such person
was receiving regular contributions toward his support from someone
other than such individual or his spouse, or from any public or private
welfare organization which furnishes services or assistance for chil-
dren. For purposes of clause (2), a person who is not the stepchild
of an individual shall be deemed the stepchild of such individual if
such individual was not the mother or adopting mother or the father
or adopting father of such person and such individual and the mother
or adopting mother, or the father or adopting father, as the case may
be, of such person went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of subsection (h) (1) (B), would have
been a valid marriage.

Husband

(f) The term "husband" means the husband of an individual, but
* only if (1) he is the father of her son or daughter, (2) he was married

to her for a period of not less than one year immediately preceding the
day on which his application is filed, or (3) in the month prior to the
month of his marriage to her (A) he was entitled to, or on applica-
tion therefor and attainment of age 62 in such prior month would
have been entitled to, benefits wider subsection (f), or (h) of section
202, (B) he had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under sub-
section (d) of such section (subject, however, to section 202(s)), or
(C) he was entitled to, or upon application therefor and attainment of
the required age (if any) he would have been entitled to, a widower's,
child's (after attainment of age 18), or parent's insurance annuity
under section 2 of the Railroad Retirement Act of 1974, as amended.

Widower

(g) The term "widower" (except when used in section 202(i))
means the surviving husband of an individual, but only if (1) he is the
father of her son or daughter, (2) he legally adopted her son or daugh-
ter while he was married to her and while such son or daughter was
under the age of eighteen, (3) she legally adopted his son or daughter

* while he was married to her and while such son or daughter was under
the age of eighteen, (4) he was married to her at the time both of them
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legally adopted a child wider the age of eighteen, (5) lie was married
to her for a period of not less thanl nine mouths immediately prior

to the day on which she died, or (6) in the month before the nonth of
his marriage to her (A) lie was entitled to, or oim application there-
for and attainment of age 62 in such prior month would have been
entitled to, benefits under subsection (f), or (h) of section 202, (B)
lie had attained age eighteen and was entitled to, or on application
therefor wouldl have been entitled to, benefits under subsection (d)
of such section (subject. however, to section 202(s)), or (C) lie was
entitled to, or on application therefor and attainment of the required
age (if any) he would have been entitled to a widower's, child's
(after attainment of age 18), or parent's insurance annuity under sec-
tion 2 of the Railroad Retirement Act of 1974, as amended.

Determination of Family Status

(h) (1) (A) An applicant is the wife, husband, widow, or widower
of a fully or currently insured individual for purposes of this title if
the courts of the State in which such insured individual is domiciled
at the time such applicant files an application, or, if such insured indi-
vidual is dead, the courts of the State in which he was domiciled at the
time of death, or, if such insured individual is or was not so domiciled
in any State, the courts of the District of Columbia, would find that
such applicant and such insured individual were validly married at
the time such applicant files such application or, if such insured indi-
vidual is dead, at the time he died. If such courts would not find that
such applicant and such insured individual were validly married at
such time, such applicant shall, nevertheless be deemed to be the wife,
husband, widow, or widower, as the case may be, of such insured indi-
vidual if such applicant wot~ld, under the laws applied by such courts
in determinilng the devolutio.n of interstate personal property. have the
same status with respect to the taking of such property as a wife, hus-
band, widow, or widower of such insured individual.

(B) In any case where under subparagraph (A) an applicant is not
(and is not deemed to be) the wife, widow, husband, or widower of a
fully or currently insured individual, or where under subsection (b),
(c), (f), or (g) such applicant is not the wife, widow, husband, or
widower of such individual, but it is established to the satisfaction of
the Secretary that such applicant in good faith went through a mar-
riage ceremony with such individual resulting in a purported mar-
riage between them which, but for a legal impediment not known to
the applicant at the time of such ceremony, would have been a valid
marriage, and such applicant and the insured individual were living
in the same household at the time of the death of such insured indi-
vidual or (if such insured individual is living) at the time such appli-
cant files the application, then, for purposes of subparagraph (A) and
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subsections (b), (c), (f), and (g), such purported marriage shall be
* deemed to be a valid marriage. The provisions of the preceding sen-

tence shall not apply (i) if another person is or has been entitled to
a benefit under subsection (b), (c), (e), (f), or (g) of section 202
on the basis of the wages and self-employment income of such insured
individual and such other person is (or is deemed to be) a wife, widow,
husband, or widower of such insured individual under subparagraph
(A) at the time such applicant files the application, or (ii) if the
Secretary determines, on the basis of information brought to his atten-
tion, that such applicant entered into such purported marriage with
such insured individual with knowledge that it would not be a valid
marriage. The entitlement to a monthly benefit under subsection (b),
(c), (e), (f), or (g) of section 202, based on the wages and self-em-
ployment income of such insured individual, of a person who would
not be deemed to be a wife, widow, husband, or widower of such in-
sured individual but for this subparagraph, shall end with the month
before the month (i) in which the Secretary certifies, pursuant to
section 205(i), that another person is entitled to a benefit under sub-
section (b), (c), (e), (f), or (g) of section 202, on the basis of the
wages and self-employment income of such insured individual, if such
other person is (or is deemed to be) the wife, widow, husband, or
widower of such insured individual under subparagraph (A). or (ii)

* if the applicant is entitled to a monthly benefit under subsection (b)
or (c) of section 202, in which such applicant entered into a mar-
riage, valid without regard to this subparagraph, with a person other
than such insured individual. For purposes of this subparagraph, a
legal impediment to the validity of a purported marriage includes
only an impediment (i) resulting from the lak of dissolution of a pre-
vious marriage or otherwise arising wit of such previous marriage or
its dissolution, or (ii) resulting from a defect in the procedure fol-
lowed in connection with such purported marriage.

(2) (A) In determining whether an applicant is the child or parent
of a fully or currently insured individual for purposes of this title,
the Secretary shall apply such law as would be applied in determining
the devolution of intestate personal property by the courts of the
State in which such insured individual is domiciled at the time such
applicant files application, or, if such insured individual is dead, by
the courts of the State in which he was domiciled at the time of his
death, or, if such insured individual is or was not so domiciled in any
State, by the courts of the District of Columbia. Applicants who ac-
cording to such law would have the same status relative to taking
intestate personal property as a child or parent shall be deemed such.

(B) If an applicant is a son or daughter of a fully or currently
insured individual but is not (and is not deemed to be) the child of
such insured individual under subparagraph (A), such applicant shall
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nevertheless be deemed to be the child of such insured individual if
such insured individual and the mother or father, as the case may be,
of such applicant went through a marriage ceremony resulting in a
purported marriage between them which, but for a legal impediment
described in the last sentence of paragraph (1) (B), would have been a
valid marriage.

(3) An applicant who is the son or daughter of a fully or currently
insured individual, but who is not (and is not deemed to be) the child
of such insured individual under paragraph (2), shall nevertheless be
deemed to be the child of such insured individual if:

(A) in the case of an insured individual entitled to old-age
insurance benefits (who was not, in the month preceding such
entitlement, entitled to disability insurance benefits)-

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter,
(II) has been decreed by a court to be the father of

the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or daughter,

and such acknowledgement, court decree, or court order was
made not less than one year before such insured individual
became entitled to old-age insuranL3 benefits or attained age
65, whichever is earlier; or

(ii) such insured individual is shown by evidence satisfac-
tory to the Secretary to be the father of the applicant and was
living with or contributing to the support of the applicant
at the time such insured individual became entitled to bene-
fits or attained age 65, whichever first occurred;

(B) in the case of an insured individual entitled to disability
insurance benefits, or who was entitled to such benefits in the
month preceding the first month for which he was entitled to old-
age insurance benefits-

(i) such insured individual-
(I) has acknowledged in writing that the applicant is

his son or daughter,
(II) has been decreed by a court to be the father of

the applicant, or
(III) has been ordered by a court to contribute to the

support of the applicant because the applicant is his son
or daughter,

and such acknowledgement, court decree, or court order was
made before such insured individual's most recent period of
disability began; or
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(ii) such insured individual is shown by evidence satis-
factory to the Secretary to be the father of the applicant and
was living with or contributing to the support of that appli-
cant at the time such period of disability began;

(C) in the case of a deceased individual-
(i) such insured individual-

(I) had acknowledged in writing that the applicant is
his son or daughter,

(II) had been decreed by a court to be the father of
the applicant, or

(III) had been ordered by a court to contribute to the
support of the applicant because the applicant was his
son or daughter,

and such acknowledgement, court decree, or court order was
made before the death of such insured individual, or

(ii) such insured individual is shown by evidence satis-
factory to the Secretary to have been the father of the appli-
cant, and such insured individual was living with or contrib-
uting to the support of the applicant at the time such insured
individual died.

Disability; Period of Disability

(i) (1) Except for purposes of section 202(d), 20-2(e), 202(f), 223,
* and 225, the term "disability" means (A) inability to engage in any

substantial gainful activity by reason of any medically determinable
physical or mental impairment which can be expected to result in
death or has lasted or can be expected to last for a continuous period
of not less than 12 months, or (B) blindness; and the term "blindness"
means central visual acuity of 20/200 or less in the better eye with the
use of correcting lens. An eye which is accompanied by a limitation
in the field of vision such that the widest diameter of the visual field
subtends an angle no greater than 20 degrees shall be considered for
purposes of this paragraph as having a central visual acuity of 20/200
or less. The provisions of paragraphs (2) (A), (3), (4), and (5) of
section 223(d) shall be applied for purposes of determining whether
an individual is under a disability within the meaning of the first
sentence of this paragraph in the same manner as they are applied for
purposes of paragraph (1) of such section. Nothing in this title shall
be construed as authorizing the Secretary or any other officer or
employee of the United States to interfere in any way with the prac-
tice of medicine or with relationships between practitioners of medi-
cine and their patients, or to exercise any supervision or control over
the administration or operation of any hospital.

(2) (A) The term "period of disability" means a continuous period
0 (beginning and ending as hereinafter provided in this subsection)

during which an individual was under a disability (as defined in
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paragraph (1)), but only if such period is of not less than five full
calendar months' duration or such individual was entitled to benefits
under section 223 for one or more months in such period.

(B) No period of disability shall begin as to any individual unless
such individual files an application for a disability determination with
respect to such period; and no such period shall begin as to any in-
dividual after such individual attains the •ge of 65.

In the case of a deceased individual, the requirement of an appli-
cation under the preceding sentence may be satisfied by an application
for a disability determination filed with respect to such individual
within 3 months after the month in which he died.

(C) A period of disability shall begin-
(i) on the day the disability began, but only if the individual

satisfies the requirements of paragraph (3) on such day; or
(ii) if such individual does not satisfy the requirements of

paragraph (3) on such day, then on the first day of the first quar-
ter thereafter in which he satisfies such requirements.

(D) A period of disability shall end with the close of whichever
of the following months is the earlier: (i) the month preceding the
month in which the individual attains age 65, or (ii) the second month
following the month in which the disability ceases.

(E) Except as is otherwise provided in subparagraph (F), no appli-
cation for a disability determination which is filed more than 12
months after the month prescribed by subparagraph (D) as the month
in which the period of disability ends (determined without regard to
subparagraph (B) and this subparagraph) shall be accepted as an ap-
plication for purposes of this paragraph.

(F) An application for a disability determination which is filed
more than 12 months after the month prescribed by subparagraph (D)
as the month in which the period of disability ends (determined with-
out regard to subparagraphs (B) and (E)) shall be accepted as an
application for purposes of this paragraph if-

(i) in the case of an application filed by or on behalf of an
individual with respect to a disability which ends after the month
in which the Social Security Amendments of 1967 is enacted, such
application is filed not more than 36 months after the month in
which such disability ended, such individual is alive at the time
the application is filed, and the Secretary finds in accordance
with regulations prescribed by him that the failure oi such indi-
vidual to file an application for a disability determination within
the time specified in subparagraph (E) was attributable to a
physical or mental condition of such individual which rendered
him incapable of executing such an application, and

(ii) in the case of an application filed by or on behalf of an
individual with respect to a period of disability which ends in or
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before the month in which the Social Security Amendments of
1967 as enacted,

(I) such application is filed not more than 12 months
after the month in which the Social Security Amendments of
1967 is enacted,

(II) a previous application for a disability determination
has been filed by or on behalf of such individual (1) in or
before the month in which the Social Security Amendments
of 1967 is enacted, and (2) not more than 36 months after the
month in which his disability ended, and

(I1) the Secretary finds in accordance with regulations
prescribed by him, that the failure of such individual to file
an application within the then specified time period was at-
tributable to a physical or mental condition of such individ-
ual which rendered him incapable of executing such an
application.

In making a determination under this subsection, with respect to the
disability or period of disability of any individual whose application
for a deiermination thereof is accepted solely by reason of the provi-
sions of this subparagraph (F), the provisions of this subsection (other
than the provisions of this subpcragraph) shall be applied as such
provisions are in effect at the time such determination is made.

* (G) An application for a disability determination filed before the
first day on which the applicant satisfies the requirements for a
period of disability under this subsection shall be deemed a valid
application only if the applicant satisfies the requirements for a period
of disability before the Secretary makes a final decision on the ap-
plication. If upon final decision by the Secretary, or deciion upon
judicial review thereof, such applicant is found to satisfy such re-
quirements, the application shall be deemed to have been filed on such
first day.

(3) The requirements referred to in clauses (i) and (ii) of para-
graph (2) (C) are satisfied by an individual with respect to any quar-
ter only if-

(A) he would have been a fully insured individual (as defined
in section 214) had he attained age 62 and filed application for
benefits under section 202 (a) on the first day of such quarter; and

(B) (i) he had not less than 20 quarters of coverage during the
40-quarter period which ends with such quarter, or

(ii) if such quarter ends before he attains (or would attain)
age 31 not less. than one-half (and not less than 6) of the quarters
during the period ending with such quarter and beginning after
he attained the age of 21 were quarters of coverage, or (if the

S number of quarters in such period is less than 12) not less than
6 of the quarters in the 12-quarter period ending with such quar-
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ter were quarters of coverage, except that the provisions of sub-
paragraph (B) of this paragraph shall not apply in the case of
an individual who is blind (within the meaning of "blindness" as
defined in paragraph (1)).

For purposes of subparagraph (B) of this paragraph, when the
number of quarters in any period is an odd number, such number shall
be reduced by one, and a quarter shall not be counted as part of any
period if any part of such quarter was included in a prior period of
disability unless such quarter was a quarter of coverage.

(4) [Repealed.]

Periods of Limitations Ending on Nonwork Days
(j) Where this title, any provision of another law of the United

States (other than the Internal Revenue Code of 1954) relating to or
changing the effect of this title, or any regulation issued by the Secre-
tary pursuant thereto provides for a period within which an act is
required to be done which affects eligibility for or the amount of any
benefit or payment under this title or is necessary to establish or pro-
tect any rights under this title, and such period ends on a Satur-
day, Sunday, or legal holiday, or on any other day all or part of which
is declared to be a nonwork day for Federal employees by statute or
Executive order, then such act shall be considered as done within such
period if it is done on the first day thereafter which is not a Saturday,
Sunday, or legal holiday or any other day all or part of which is
declared to be a nonwork day for Federal employees by statute or P
Executive order. For purposes of this subsection, the day on which a
period ends shall include the day on which an extension of such period,
as authorized by law or by the Secretary pursuant to law, ends. The
provisions of this subsection shall not extend the period during which
benefits under this title may (pursuant to section 202(j) (1) or 223 (b))
be paid for months prior to the day application for such benefits is
filed, or during which an application for benefits under this title
may (pursuant to section 202(j) (2) or 223(b)) be accepted as such.
Waiver of Nine-Month Requirement for Widow, Stepchild, or Widower in Case

of Accidental Death or in Case of Serviceman Dying in Line of Duty, or in
Case of Remarriage to the Same Individual

(k) The requirement in clause (5) of subsection (c) or clause (5)
of subsection (g) that the surviving spouse of an individual have been
married to such individual for a period of not less than nine months
immediately prior to the day on which such individual died in order
to qualify as such individual's widow or widower, and the require-
ment in subsection (e) that the stepchild of a deceased individual have
been such stepchild for not less than nine months immediately preced-
ing the day on which such individual died in order to qualify as such
individual's child, shall be deemed to be satisfied, where such individ-
ual dies within the applicable nine-month period, if--
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(1) his death-
(A) is accidental, or
(B) occurs in line of duty while he is a member of a uniformed

service serving on active duty (as defined in section 210(1) (2)),
unless the Secretary determines that at the tOne of the marriage in-
volved the individual could not have reasonably been expected to live
for nine months, or

(2) (A) the widow or widower of such individual had been previ-
ously married to such individual and subsequently divorced and such
requirement would have been satisfied at the time of such divorce if
such previous marriage had been terminated by the death of such
individual at such time instead of by divorce; or

(B) the stepchild of such individual had been the stepchild of such
individual during a previous marriage of such stepchild's parent t0
such individual which ended in divorce and such requirement would
have been satisfied at the time of such divorce if such previous mar-
riage had been terminated by the death of such individual at such
time instead of by divorce; except that paragraph (2) of this sub-
section shall not apply if the Secretary determines that at the time of
the marriage involved the individual could not have reasonably been
expected to live for nine months. For purposes of paragraph (1) (A) of
this subsection, the death of an individual is accidental if he receives
bodily injuries solely through violent, external, and accidental means
and, as a direct result of the bodily injuries and independently of all
other causes, loses his life not later than three months after the day
on which he receives such bodily injuries.

Benefits in Case of Veterans
See. 217. (a) (1) For purposes of determining entitlement to and

the amount of any monthly benefit for any month after August 1950,
or entitlement to and the amount of any lump-sum death payment in
case of a death after such month, payable under this title on the basis
of the wages and self-employment income of any World War II vet-
eran, and for purposes of section 216(i) (3), such veteran shall be
deemed to have been paid wages (in addition to the wages, if any,
actually paid to him) of $160 in each month during any part of which
he served in the active military or naval service of the United States
during World War II. This subsection shall not be applicable in the
case of any monthly benefit or lump-sum death payment if-

(A) a larger such benefit or payment., as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lnwp sum
unless it is a commutation of, or a substitute for, periodic pay-
ments) which is based, in whole or in part, upon the active mili-
tary or naval service of such veteran during World War II is
determined by any agency or wholly owned instrumentality of the
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United States (other than the Veterans' Administration) to be
payable by it under any other law of the United States or under
a system established by such agency or instrumentality. The pro-
visions of clause tB) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its applica-
tion would reduce by $0.50 or less the primary insurance amount
(as computed under section 215 prior to any recomputation thereof
pursuant to subsection (f) of such section) of the individual on
whose wages and self-employment income such benefit or payment
is based. The provisions of clause (B) shall also not apply for
purposes of section 216(i) (3).

(2) Upon application for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any World War
II veteran, the Secretary of Health, Education, and Welfare shall
make a decision without regard to clause (B) of paragraph (1) of this
subsection unless he has been notified by some other agency or inistru-
mentality of the United States that, on the basis of the military or
naval service of such veteran during World War II, a benefit described
in clause (B) of paragraph (1) has been determined by such agency
or instrumentality to be payable by it. If he has not been so notified,
the Secretary of Health, Education, and Welfare shall then ascertain
whether some other agency or wholly owned instrumentality of the
United States has decided that a benefit described in clause (B) of
paragraph (1) is payable by it. If any such agency or instrumentality
has decided, or thereafter decides, that such a benefit is payable by it,
it shall so notify the Secretary of Health, Education, and Welfare, and
the Secretary shall certify no further benefits for payment or shall
recompute the amount of any further benefits payable, as may be
r'luired by paragraph (1) of this subsection.

(3) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on military or naval service during World War II shall, at the
request of the Secretary of Health, Education, and Welfare, certify
to him, with respect to any veteran, such information as the Secretary
deems necessary to carry out his functions under paragraph (2) of
this subsection.

(b) (1) Any World War II veteran who died during the period of
three years immediately following his separation from the active mili-
tary or naval service of the United States shall be deemed to have
died a fully insured individual whose primary insurance amount is
the amount determined under section 215(c) as in effect in December
1978. Notwithstanding section 215 (d) as in effect in December 1978, the
primary insurance benefit (for purposes of section 215(c) as in effect
in December 1978) of such veteran shall be determined as provided in
this title as in effect prior to the enactment of this section, except that
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the 1 per centum addition provided for in section 209 (e) (2) of this Act
as in effect prior to the enactment of this section shall be applicable
only with respect to calendar years prior to 1951. This subsection shall
not be applicable in the case of any monthly benefit or lump-sumn death
payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application;

(B) any pension or compensation is determined by the Vet-
erans' Administration to be payable by it on the basis of the death
of such veteran;

(C) the death of the veteran occurred while he was in the active
military or naval service of the United States; or

(D) such veteran has been discharged or released from the
active military or naval service of the United States subsequent
to July 26,1951.1

(2) Upon an application for benefits or a lump-sum death payment
on the basis of the wages and self-employment income of any World
War II veteran, the Secretary of Health, Education, and Welfare
shall make a decision without regard to paragraph (1) (B) of this sub-
section unless he has been notified by the Veterans' Administration
that pension or compensation is determined to be payable by the Vet-
erans' Administration by reason of the death of such veteran. The
Secretary of Health, Education, and Welfare shall thereupon report
such decision to the Veterans' Administration. If the Veterans' Ad-
ministration in any such case has made an adjudication or thereafter
makes an adjudication that any pension or compensation is payable
under any law administered by it, it shall notify the Secretary of
Health, Education, and Welfare, and the Secretary shall certify no
further benefits for payment, or shall recompute the amount of any
further benefits payable, as may be required by paragraph (1) of 'his
subsection. Any payment theretofore certified by the Secretary oi
Health, Education, and Welfare on the basis of paragraph (1) of this
subsection to any individual, not exceeding the amount of any accrued
pension or compensation payable to him by the Veterans' Administra-
tion, shall (notwithstanding the provisions of section 3101 of title 38,
United States Code) be deemed to have been paid to him by such
Administration on account of such accrued pension or compensation.
No such payment certified by the Secretary of Health, Education, and
Welfare, and no payment certified by him for any month prior to the
first month for which any pension or compensation is paid by the
Veterans' Administration shall be deemed by reason of this subsection
to have been an erroneous payment.

(c) In the case of any World War II veteran to whom subsection
* (a) is applicable, proof of support required under section 202(h) may

I Paragraph (1) was amended by se.. 205(c) of Public Law 95-216.
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be filed by a parent at any time prior to July 1951 or prior to the
expiration of two years after the date of the death of such veteran,
whichever is the later.

(d) For the purposes of this section-
(1) The term "World War Ir' means the period beginning with

September 16, 194 0, and ending at the close of July 24, 1947.
(2) The term "World War II veteran" means any individual

who served in the active military or naval service of the United
States at any time during World War II and who, if discharged
or released therefrom, was so discharged or released under condi-
tions other than dishonorable after active service of ninety days or
more or by reason of a disability or injury incurred or aggravated
in service in line of duty; but such term shall not include any indi-
vidual who died while in the active military or naval service of
the United States if his death was inflicted (other than by an
enemy of the United States) as lawful punishment for a military
or naval offense.

(e) (1) For purposes of determining entitlement to and the amount
of any monthly benefit or lump-sum death payment payable under this
title on the basis of the wages and self-employment income of any vet-
eran (as defined in paragraph (4)), and for purposes of section 216(i)
(3), such veteran shall be deemed to have been paid wages (in addition
to the wages, if any, actually paid to him) of $160 in each month during
ar:.. part of which he served in the active military or naval service of
the United States on or after July 25, 1947, and prior to January 1,
1957. This subsection shall not be applicable in the case of any monthly
benefit or lump-sum death payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump sum unless
it is a commutation of, or a substitute for, periodic payments)
which is based, in whole or in part, upon the active military or
naval service of such veteran on or after July 25, 1947, and prior
to January 1, 1957, is determined by an agency or wholly owned
instrumentality of the United States (other than the Veterans'
Administration) to be payable by it under any other law of the
United States or under n system established by such agency or
instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or less the primary insurance amount (as com-
puted under section 215 prior to any recomputation thereof pursuant
to subsection (f) of such section) of the individual on whose wages
and self-employment income such benefit or payment is based. The
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provisions of clause (B) shall also not apply for purposes of section
216(i) (3). In the case of monthly benefits under this title for months

* after December 1956 (and any lump-sum death payment under this
title with respect to a death occurring after December 1956) based on
the wages and self-employment income of a veteran who performed
service (as a member of a uniformed service) to which the provisions
of section 210(1) (1) are applicable, wages which would, but for the
provisions of clause (B), be deemed under this subsection to have been
paid to such veteran with respect to his active military or naval service
performed after December 1950 shall be deemed to have been paid to
him with respect to such service notwithstanding the provisions of
such clause, but only if the benefits referred to in such clause which are
based (in whole or in part) on such service are payable solely by the
Army, Navy, Air Force, Marine Corps, Coast Guard, Coast and Geo-
detic Survey or Public Health Service.

(2) Upon application for benefits or a lump-sum death payment on
the basis of the wages and self-employment income of any veteran, the
Secretary of Health, Education, alid Welfare shall make a decision
without regard to clause (B) of paragraph (1) of this subsection un-
less he has been notified by some other agency or instrumentality of the
United States that, on the basis of the military or naval service of
such veteran on or after July 25, 1947, and prior to January 1, 1957,
a benefit described in clause (B) of paragraph (1) has been deter-

* mined by such agency or instrumentality to be payable by it. If he has
not been so notified, the Secretary of Health, Education, and Welfare
shall then ascertain whether some other agency or wholly owned in-
strumentality of the United States has decided that a beneht described
in clause (B) of paragraph (1) is payable by it. If any such agency or
instrumentality has decided, or thereafter decides, that such a benefit
is payable by it, it shall so notify the Secretary of Healfh, Education,
and Welfare, and the Secretary shall certify no further benefits for
payment or shall recompute the amount of any further benefits pay-
able as may be required by paragraph (1) of this subsection.

(3) Any agency or wholly owned instrumentality of the United
States which is authorized by any law of the United States to pay
benefits, or has a system of benefits which are based, in whole or in
part, on military or naval service on or after July 25, 1947, and prior
to January 1, 1957, shall, at the request of the Secretary of Health,
Education, and Welfare, certify to him, with respect to any veteran,
such information as the Secretary deems necessary to carry out his
fumctions under paragraph (2) of this subsection.

(4) For the purposes of this subsection, the term "veteran" means
any individual who served in the active military or naval service of
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the United States at any time on or after July 25, 1947, and prior to
January 1, 1957, and who, if discharged or released therefrom, was
so discharged or released under conditions other than dishonorable
after active service of ninety days or more or by reason of a disability
or injury incurred or aggravated in service in line of duty; but such
term shall iiot include any individual who died while in the active
military or naval service of the United States if his death was inflicted
(other than by an enemy of the United States) as lawful punishnment
for a military or naval offense.

(f) (1) In any case where a World War I1 veteran (as defined in
subsection (d) (2)) or a veteran (as defined in subsection (e) (4)) has
died or shall hereafter die, and his widow or child is entitled under
subchapter III of chapter 83 of title 5, United States Code, to an
annuity in the computation of which his active military or naval
service was included, clause (B) of subsection (a) (1) or clause (B)
of subsection (e) (1) shall not operate (solely by reason of such -.in-
nuity) to make such subsection inapplicable in the case of any monthly
benefit under section 202 which is based on his wages and self-employ-
inent income; except that no such widow or child shall be entitled
under section 2.02 to any monthly benefit in the computation of which
such service is included by reason of this subsection (A) unless such
widow or child after December 1956 waives his or her right to re-
ceive such annuity, or (B) for any month prior to the first month
with respect to which the Civil Service Commission certifies to the
Secretary of Health, Education, and Welfare that (by reason of such
waiver) no further annuity will be paid to such widow or child under
such subchapter III on the basis of such veteran's military or civilian
service. Any such waiver shall be irrevocable.

(2) Whenever a widow waives her right to receive such annuity
such waiver shall constitute a waiver on her own behalf; a waiver by
a legal guardian or guardians, or, in the absence of a legal guardian,
the person (or persons) who has the child in his care, of the child's
right to receive such annuity shall constitute a waiver on behalf of
such child. Such a waiver with respect to an annuity based on a vet-
eran's service shall be valid only if the widow and all children, or,
if there is no widow, all the children, waive their rights to receive
annuities under subchapter III of chapter 83 of title 5, United States
Code, based on such veteran's military or civilian service.

(g) (1) In September of 1965, 1970, and 1975, and in October 1980
and in every fifth October therea fter up to and including October 2010,
the Secretary shall determine the amount which, if paid in equal in-
stallmnents at the beginning of each fiscal year in the period beginning-

(A) with July 1, 1965, in the case of the first such determina-
tion, and
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(B) with the beginning of the first fiscal year commencing after
the determination in the case of all other such determinations,

and ending with the close of September 30, 2015, would accumulate,
with interest compounded annually, to an amount equal to the amount
needed to place each of the Trust Funds and the Federal Hospital
Insurance Trust Fund in the same position at the close of September 30,
2015, as he estimates they would otherwise be in at the close of that
date if section 210 of this Act as in effect prior to the Social Secuiity
Act Amendments of 1950, and this section, had not been enacted. The
rate of interest to be used in determining such amount shall be the
rate determined under section 201 (d) for public-debt obligations
which were or could have been issued for purchase by the Trust Funds
in the June preceding the September in which the deteriiminations in
1965, 1970, and 1975 are made and in the September preceding the
October in which all other determinations are miade.1

(2) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund-

(A) for .the fiscal year ending June 30, 1966, an amount equal
to the amount determined under paragraph (1) in September
1965, and

(B) for each fiscal year in the period beginning with July 1,
1966, and ending with the close of September 30, 2015, an amount
equal to the annual installment for such fiscal year under the most
recent determination under paragraph (1) which precedes such
fiscal year.

(3) For the fiscal year ending September 30,2016, there is authorized
to be appropriated to the Trust Funds and the Federal Hospital In-
surance Trust Fund such sums as the Secretary determines would
place the Trust Funds and the Federal Hospital Insurance Trust Fund
in the same position in which they would have been at the close of
September 30, 2015, if section 210 of this Act as in effect prior to the
Social Security Act Amendments of 1950, and this section, had not
been enacted.3

(4) There are authorized to be appropriated to the Trust Funds
and the Federal Hospital Insurance Trust Fund annually, as benefits
under this title and part A of title XVIII are paid after September 30,
2015. such sums as the Secretary determines to be necessary to mieet the
additional costs resulting from subsections (a), (b), and (e), of such
benefits (including lump-sum death payments).'

Gratuitous Wage Credits for American Citizens Who Served in the Armed
Forces of Allied Countries

(h) (1) For the purposes of this section, any individual who the
Secretary finds-

Paragrphli (1) was amended by section 16 of P.L. 94-273.
'Paragraphs (2) (B), (3), and (4) were amended by section 2(23) of P.L. 94-273.
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(A) served during World War II (as defined in subsection
(d) (1)) in the active military or naval service of a country which
was on September 16, 1940, at war with a country with which the
United States was at war during World War II;

(B) entered into such active service on or before December 8,
1941;

(C) was a citizen of the United States throughout such period
of service or lost his United States citizenship solely because of
his entrance into such service;

(D) had resided in the United States for a period or periods
aggregating four years during the five-year period ending on the
day of, and was domiciled in the United States on the day of, such
entrance into such active service; and

(E) (i) was discharged or released from such service under con-
ditions other than dishonorable after active service of ninety days
or more or by reason of a disability or injury incurred or aggra-
vated in service in line of duty, or

(ii) died while in such service,
shall be considered a World War II veteran (as defined in subsection
(d) (2)) and such service shall be considered to have been performed
in the active military or naval service of the United States.

(2) In the case of any individual to whom paragraph (1) applies,
proof of support required under section 20"2 (f) or (h) may be filed
at any time prior to the expiration of two years after the date of such
individual's death or the date of the enactment of this subsection,
whichever is the later.

Voluntary Agreements for Coverage of State and Local

Employees

Purpose of Agreement
See. 218. (a) (1) The Secretary of Health, Education, and Welfare

shall, at the request of any State, enter into an agreement with such
State for the purpose of extending the insurance system established
by this title to services performed by individuals as employees of such
State or any political subdivision thereof. Each such agreement shall
contain such provisions, not inconsistent with the provisions of this
section, as the State may request.

(2) Notwithstanding section 210(a), for the purposes of this title
the term "employment" includes any service included under an agree-
ment entered into under this section.

Definitions
(b) For the purposes of this section-

(1) The term "State" does not include the District of Columbia,
Guam or American Samoa.
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(2) The term "political subdivision" includes an instrumen-
* tality of (A) a State, (B) one or more political subdivisions of a

State, or (C) a State and one or more of its political subdivisions.
(3) The term "employee" includes an officer of a State or politi-

cal subdivision.
(4) The term "retirement system" means a pension, annuity,

retirement, or similar fund or system established by a State or by
a political subdivision thereof.

(5) The term "coverage group" means (A) employees of the State
other than those engaged in performing service in connection with a
proprietary function; (B) employees of a political subdivision of a
State other than those engaged in performing service in connection
with a proprietary function; (C) employees of a State engaged in per-
forming service in connection with a single proprietary function; or
(D) employees of a political subdivision of a State engaged in per-
forming service in connection with a single proprietary function. If
under the preceding sentence an employee would be included in more
than one coverage group by reason of the fact that he performs service
in connection with two or more proprietary functions or in connection
with both a proprietary function and a nonproprietary function, he
shall be included in only one such coverage group. The determination
of the coverage group in which such employee shall be included shall
be made in such manner as may be specified in the agreement. Persons
employed under section 709 of title 32, United States Code, who elected
under section 6 of the National Guard Technicians Act of 1968 to
remain covered by an employee retirement system of, or plan sponsored
by, a State or the Commonwealth of Puerto Rico, shall, for the pur-
poses of this Act, be employees of the State or the Commonweath of
Puerto Rico and (notwithstanding the preceding provisions of this
paragraph), shall be deemed to be a separate coverage group. For pur-
poses of this section, individuals employed pursuant to an agreement,
entered into pursuant to section 205 of the Agricultural Marketing
Act of 1946 (7 U.S.C. 1624) or section 14 of the Perishable Agri-
cultural Commodities Act, 1930 (7 U.S.C. 499n), between a State and
the United States Department of Agriculture to perform services as
inspectors of agricultural products may be deemed, at the option of
the State, to be employees of the State and (notwithstand~r r the pre-
cedipg provisions of this paragraph) shall be deemed to be a separate
coverage group.

Services Covered
(c) (1) An agreement under this section shall be applicable to any

one or more coverage groups designated by the State.
(2) In the case of each coverage group to which the agreement ap-

k plies, the agreement must include all services (other than services
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excluded by or pursuant to subsection (d) or paragraph (3), (5), or
(6) of this subsection) performed by individuals as members of such
group.

(3) Such agreement shall, if the State requests it, exclude (in the
came of any coverage group) any one or more of the following:

(A) All services in any class or classes of (i) elective positions,
(ii) part-time positions, or (iii) positions the compensation for
which is on a fee basis;

(B) All services performed by individuals as members of a
coverage group in positions covered by a retirement system on
the date such agreement is made applicable to such coverage group,
but only in the case of individuals who, on such date (or, if
later, the date on which they first occupy such positions), are
not eligible to become members of such system and whose services
in such positions have not already been included under such
agreement pursuant to subsection (d) (3).

(4) The Secretary of Health, Education, and Welfare shall, at the
request of any State, modify the agreement with such State so as to
(A) include any coverage group to which the agreement did not pre-
viously apply, or (B) include, in the case of any coverage group to
which the agreement applies, services previously excluded from the
agreement; but the agreement as so modified may not be inconsistent
with the provisions of this section applicable in the case of an original
agreement with a State. A modification of an agreement pursuant to
clause (B) of the preceding sentence may apply to individuals to
whom paragraph (3) (B) is applicable (whether or not the previous
exclusion of the service of such individuals was pursuant to such para-
graph), but only if such individuals are, on the effective date specified
in such modification, ineligible to be members of any retirement sys-
tem or if the modification with respect to such individuals is pursuant
to subsection (d) (3).

(5) Such agreement shall, if the State requests it, exclude (in the
case of any coverage group) any agricultural labor, or service per-
formed by a student, designated by the State. This paragraph shall
apply only with respect to service which is excluded from employment
by any provision of section 210(a) other than paragraph (7) of such
section and service the remuneration for which is excluded from wages
by paragraph (2) of section 209(h).

(6) Such agreement shall exclude-
(A) service performed by an individual who is employed to

relieve him from unemployment,
(B) service performed in a hospital, home, or other institution

by r. patient or inmate thereof,
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(C) covered transportation service (as determined under sec-
tion 210(k), and

(D) service (other than agricultural labor or service performed
by a student) which is excluded from employment by any pro-
vision of section 210(a) other than paragraph (7) of such section,
and

(E) service performed by an individual as an employee serving
on a temporary basis in case of fire, storm, snow, earthquake,
flood, or other similar emergency.

(7) No agreement may be made applicable (either in the original
agreement or by any modification thereof) to service performed by
any individual to whom paragraph (3) (B) is applicable unless such
agreement provides (in the case of each coverage group involved)
(:ither that the service of any individual to whom such paragraph is
applicable and who is a member of such coverage group shall con-
tinue to be covered by such agreement in case lie thereafter becomes
eligible to be a member of a retirement system, or that such service
shall cease to be so covered when lie becomes eligible to be a member
of such a system (but only if the agreement is not already applicable
to such system pursuant to subsection (d) (3)), whichever may be
desired by the State.

(8) Notwithstanding any other provision of this section, the agree-
* ment with any State entered into under this section may at the

option of the State be modified on or after January 1, 1968, to exclude
service performed by election officials or election workers if the remu-
neration paid in a calendar year for such service is less than $100.
Any modification of an agreement pursuant to this paragraph shall
be effective with respect to services performed after an effective date,
specified in such modification, which shall not be earlier than the
last day of the calendar year in which the modification is mailed or
delivered by other means to the Secretary.'

Positions Covered by Retirement Systems

(d) (1) No agreement with any State may be made applicable
(either in the original agreement or by any modification thereof) to
any service performed by employees as members of any coverage
group in positions covered by a retirement system either (A) on the
date such agreement is made applicable to such coverage group, or
(B) on the date of enactment of the succeeding paragraph of this sub-
section (except in the case of positions which are, by reason of action
by such State or political subdivision thereof, as may be appropriate,
taken prior to the date of enactment of such succeeding paragraph,
no longer covered by a retirement system on the date referred to in

I Paragraph (8) was amneuded by see. 353(b) (1) of Public Law 95-216.
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clause (A), and except in the case of positions excluded by para-
graph (5) (A). The preceding sentence shall not be applicable to any
service performed by an employee as a member of any coverage
group in a position (other than a position excluded by paragraph
(5) (A)) covered by a retirement system on the date an agreement is
made applicable to such coverage group, if on such date (or, if later,
the date on which such individual first occupies such position), such
individual is ineligible to be a member of such system.

(2) It is hereby declared to be the policy of the Congress in enact-
ing the succeeding paragraphs of this subsection that the protection
afforded employees in positions covered by a retirement system on
the date an agreement under this section is made applicable to serv-
ice performed in such positions, or receiving periodic benefits under
such retirement system at such time, will not be impaired as a result
of making the agreement so applicable or as a result of legislative
enactment in anticipation thereof.

(3) Nothwithstanding paragraph (1), an agreement with a State
may be made applicable (either in the original agreement or by any
modification thereof) to service performed by employees in positions
covered by a retirement system (including positiolns specified in para-
graph (4) but not including positions excluded by or pursuant to
paragraph (5)), if the governor of the State, or an official of the State
designated by him for the purpose, certifies to the Secretary of Health,
Educationt, and Welfare that the following conditions have been met:

(A) A referendum by secret written ballot was held on the
question of whether service in positions covered by such retire-
ment system should be excluded from or included under an
agreement under this section; *

(B) An opportunity to vote in such referendum was given (and
was limited) to eligible employees;

(C) Not less than ninety days' notice of such referendum was
given to all such employees;

(D) Such referendum was conducted under the supervision of
the governor or an agency or individual designated by him;
and

(E) A majority of the eligible employees voted in favor of
including service in such positions under an agreement under this
section.

An employee shall be deemed an "eligible employee" for purposes of
any referendum with respect to any retirement system if, at the time
such referendum was held, lie v'as in a position covered by such retire-
mnent system and was a member of such system, and if he was in such
a position at the time notice of such referendum was given as required
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by Jlause (C) of the preceding sentence; except that he shall not be
deemed an "eligible employee" if, at the time the referendum was held,
he was in a position to which the State agreement already applied,
or if he was in a position excluded by or pursuant to paragraph (5).
No referendum with respect to a retirement system shall be valid for
purposes of this paragraph unless held within the two-year period
which ends on the date of execution of the agreement or modification
which extends the insurance system established by this title to such
retirement system, nor shall any referendum with respect to a retire-
ment system be valid for purposes of this paragraph if held less than
one year after the last previous referendum held with respect to such
retirement system.

(4) For the purposes of subsection (c) of this section, the following
employees shall be deemed to be a separate coverage group-

(A) all employees in positions which were covered by the same
retirement system on the date the agreement was made applicable
to such system (other than employees to whose services the agree-
ment already applied on such date) ;

(B) all employees in positions which became covered by such
system at any time after suth date; and

(C) all employees in positions which were covered by such
system at any time before such date and to whose services the
insurance system established by this title has not been extended

* before such date because the positions were covered by such retire-
ment system (including employees to whose services the agree-
ment was not applicable on such date because such services were
excluded pursuant to subsection (c) (3) (B)).

(5) (A) Nothing in paragraph (3) of this subsection shall author-
ize the extension of the insurance system established by this title to
service in any policeman's or fireman's position."

(B) At the request cf the State, any class or classes of positions
covered by a retirement systemm which may be excluded from the agree-
rnent pursuant to paragraph (3) or (5) of subsection (c), and to
which the agreement do~c not already apply, may be excluded from
the agreement at the timne it is made applicable to such retirement sys-
tem; except that, notwithstanding the provisions of paragraph (3)
(B) of such subsection, such exclusion may not include any services
to which such paragraph (3) (B) is applicable. In the case of any such
exclusion, each such class so excluded shall, for purposes of this sub-
.section. constitute a separate retirement system in case of any modifi-
cation of the agreement thereafter agreed to.

(6) (A) If a retirement system covers positions of employees of
the State and positions of employees of one or more political subdivi-

* I 'Howe;er. a" see. 218(k)(3) and see. 21R(p) of this title. Also see see. 31(a) of
Public Law 95-216 which appears on pp. 808-809 of this document.
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sions of the State, or covers positions of employees of two or more
political subdivisions of the State, then, for purposes of the preceding
paragraphs of this subsection, there shall, if the State so desires, be
deemed to be a separate retirement system with respect to any one
or more of the political subdivisions concerned and, where the retire-
ment system covers positions of employees of the State, a separate
retirement system with respect to the State or with respect to the State
and any one or more of the political subdivisions concerned. Where
a retirement system covering positions of employees of a State and
positions of employees of one or more political subdivisions of a State,
or covering positions of employees of two or more political subdivi-
sions of the State, is not divided into separate retirement systems pur-
suant to the preceding sentence or pursuant to subparagraph (C),
then the State may, for purposes of subsection (f) only, deem the
system to be a separate retirement system with respect to any one or
more of the political subdivisions concerned and, where the retirement
system covers positions of employees of the State, a separate retire-
ment system with respect to the State or with respect to the State and
any one or more of the political subdivisions concerned.

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

(C) For the purposes of this subsection, any retirement system estab-
lished by the State of Alaska, California, Connecticut, Florida, Geor-
gia, Illinois, Massachusetts, Minnesota, Nevada, New Jersey, New Mex-
ico, New York, North Dakota, Pennsylvania, Rhode Island, Tennessee,
Texas, Vermont, Washington, Wisconsin, or Hawaii, or any political
subdivision of any such State, which, on, before, or after the date of
enactment of this subparagraph, is divided into two divisions or parts,
one of which is composed of positions of members of such system who
desire coverage under an agreement under this section and the other
of which is composed of positions of members of such system who do
not desire such ,coverage, shall, if the State so desires and if it is pro-
vided that there shall be included in such division or part composed
of members desiring such coverage the positions of individuals who
become members of such system after such coverage is extended, be
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deemed to be a separate retirement system with respect to each such
division or part. If, in the case of a separate retirement system which
is deemed to exist by reason of subparagraph (A) and which has been
divided into two divisions or parts pursuant to the first sentence of
this subparagraph, individuals become members of such system by rea-
son of action taken by a political subdivision after coverage under an
agreement under this section has been extended to the division or part
thereof composed of positions of individuals who desire such cover-
age, the positions of such individuals who become members of such
retirement system by reason of the action so taken shall be included
in the division or part of such system composed of positions of mem-
bers who do not desire such coverage if (i) such individuals, on the
day before becoming such members, were in the division or part of an-
other separate retirement system (deemed to exist by reason of sub-
paragraph (A)) composed of positions of members of such system who
do not desire coverage under an agreement under this section, and (ii)
all of the positions in the separate retirement system of which such in-
dividuals so become members and all of the positions in the separate
retirement system referred to in clause (i) would have been covered
by a single retirement system if the State had not taken action to pro-
vide for separate retirement systems under this paragraph.1

(D) (i) the position of any individual which is covered by any re-
tirement system to which subparagraph (C) is applicable shall, if such
individual is ineligible to become a member of such system on Au-
gust 1, 1956, or, if later, the day lie first occupies such position, be
deemed to be covered by the separate retirement system consisting of
the positions of members of the division or part who do not desire
coverage under the insurance system established under this title.

(ii) Notwithstanding clause (i), the State may, pursuant to sub-
section (c) (4) (B) and subject to the conditions of continuation or
termination of coverage provided for in subsection (c) (7), modify its
agreement under this section to include services performed by all
individuals described in clause (i) other than those individuals to
whose services the agreement already applies. Such individuals shall
be deemed (on and after the effective date of the modification) to bo
in positions covered by the separate retirement system consisting of
the positions of members of the division or part who desire coverage
under the insurance system established under this title.

(E) An individual who is in a position covered by a retirement
system to which subparagraph (C) is applicable and who is not a
member of such system but is eligible to become a member thereof
shall, for purposes of this subsection (other than paragraph (8)), be
regarded as a member of such system; except that, in the case of

* any retirement system a division or part of which is covered under

I Subparagraph (C) was amended by see. 320 of Public Law 95-216.
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the agreement (either in the original agreement or by a modification
thereof), which coverage is agreed to prior to 1960, the preceding
provisions of this subparagraph shall apply only if the State so re-
quests and any such individual referred to in such preceding provi-
sions shall, if the State so requests, be treated, after division of the
retirement system pursuant to such subparagraph (C), the same as
individuals in positions referred to in subparagraph (F).

(F) In the case of any retirement system divided pursuant to sub-
paragraph (C), the position of any member of the division or part
composed of positions of members who do not desire coverage may be
transferred to the separate retirement system composed of positions
of members who desire such coverage if it is so provided in a modi-
fication of such agreement which is mailed, or delivered by other
means, to the Secretary prior to 1970 or, if later, the expiration of
two years after the date on which such agreement, or the modification
thereof making the agreement applicable to such separate retirement
system, as the case may be, is agreed to, but only if, prior to such
modification or such later modification, as the case may be, the in-
dividual occupying such position files with the State a written request
for such transfer. Notwithstanding subsection (f) (1), any such modi-
fication or later modification, providing for the transfer of additional
positions within a retirement system previously divided pursuant to
subparagraph (C) to the. separate retirement system comrposd of
positions of members who desire coverage, shall be effective with
respect to services performed after the same effective date as that
which was specified in the case of such previous division.

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

(i) the positions of such employees;
(ii) the positions of all employees of such State covered by such

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

(iii) employees of such State covered by such retirement sys-
tem who are employed in such department of such State in posi-
tions other than those referred to in clause (i).

(7) The certification by the governor (or an official of the State
designated by him for the purpose) required under paragraph (3)
shall be deemed to have been made, in the case of a division or part
(created under subparagraph (C) of paragraph (6) or the corre-
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spending provision of prior law) consisting of the positions of mem-
* bers of a retirement system who desire coverage under the agreement

under this section, if the governor (or the official so designated) certi-
fies to the Secretary of Health, Education, and Welfare that-

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

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

(C) the vote was conducted under the supervision of the gover-
nor or an agency or individual designated by him; and

(D) such system was divided into two parts or divisions in
accordance with the provisions of subparagraphs (C) and (D)
of paragraph (6) or the corresponding provision of prior law.

For purposes of this paragraph, an individual in a position to which
the State agreement Already applied or in a position excluded by or
pursuant to paragrapa (5) shall not be considered a member of the
retirement system.

(8) (A) Notwithstanding paragraph (1), if under the provisions of
this subsection an vgreemnent is. after D)ecember 31, 1958, made appli-. cable to service performed in p)ositions covered by a retirement system,
service performed by an individual in a position, covered by such a
system may not be excluded from the agreement l)cau-e .-.uch position
is also covered under another retirement system.

(B) Subparagraph (A) shall not apply to service l)erfornied bly an
individual in a position covered under a retirement systoim if such
individual, on the day the agreement is made ap)plicable to service
performed in positions covered by such retirement system, is not a
member of such system and is a member of another sy.tem.

(C) If an agreement is made ap)plicable. prior to 1939. to service in
positions covered by any retirement system. the preceding provisions
of this p)aragraph shall be apllicable in time case of such system if the
agreement is modified to so provide.

(D) Except in the case of agreements with the States named in sub-
section (p) and agreements with interstate instrumentalities, nothing
in this paragraph shall authorize the application of an agreement to

service in any l)oliceman's or fireman's position.

Payments and Reports by States

(e) (1) Each agreement under this section shall provide-
(A) that the State will pay to the Secretary of the Treasury,

at such time or times as the Secretary of health, Education, and
Welfare nmay by regulations, prescribe, amounts equivalent to the
sum of the taxes which would be imposed by sections 3101 and

21-746 0 - 76 - 13
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3111 of the Internal Revenue Code of 1954 if the services of em-
ployees covered by the agreement constituted employment as de-
fined in section 3121 of such code; and

(B) that the State will comply with such regulations relating
to payments and reports as the Secretary of llealth, Education,
and Welfare may prescribe to carry out the purposes of this
section.'

(2) Where-
(A) an individual in any calendar year performs services to

which an agreement under this section is applicable (i) as the
employee of two or more political subdivisions of a State or
(ii) as the employee of a State and one or more political sub-
divisions of such State; and

(B) such State provides all of the funds for the payment of
those amounts referred to in paragraph (1) (A) which are eqluiv-
alent to the taxes imposed by section 3111 of the Internal Revenue
Code of 1954 with respect to wages paid to such individual for
such services; and

(C) the political subdivision or subdivisions involved do not
reimburse such State for the payment of such amounts or, in the
case of services described in subparagraph (A) (ii). for the pay-
ment of so iiiuch of such amounts as is attributable to employ-
ment by sucih subdivision or subdivisions;

then, notwithstanding p)aragraph (1), the agreement under this see-
tion with such State may provide (either in the original agreement
or by a modification thereof) that the anunouits referred to in para-
graph (1) (A) may be computed as though the wages paid to such
individual for the services referred to in clause (A) of this paragraph
were paid by one political subdivision for services performed in its
employ: but the provisions of this paragraph shall be applicable only
where such State complies with such regunlations as the Secretary
may prescribe to carry out the purposes of this paragraph. The pre-
ceding sentence shall be applicable with respect to wages paid after
an effective date specified in such agreement or modification, but in
no event with respect to wages paid before (i) January 1. 1957, in
the case of an agreement or modification which is mailed or delivered
b•y other means to the Secretary before January 1. 1962, or (ii) the
first (lay of the year in which the agreement or modification is mailed
or delivered by other means to the Secretary, in the case of an agree-
ment or modification which is so mailed or delivered on or after
January 1, 1962.

Effective Date of Agreement

(f) (1) Except as provided in subsection (e) (2), any agreement or
modification of an agreement under this section shall be effective with

SSee section 7 of Public Law 94-202 (p. 772 of this document).
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respect to services perfoirned after an effective date specified in such
agreement or modification; except that such date may not be earlier
than the last (lay of the sixth calendar year preceding the year in
which such agreement or modification, as the case may be, is agreed
to by the Secretary and the State.

(2) In the case of service performed by members of any coverage
group-

(A) to which an agreement under this section is made applica-
ble, and

(B) with respect to which the agreement, or modification there-
of making the agtrieveint so applicalble. specifies an effective date
earlier than the date of execution of such agreement and such
modification, respectively,

the agreement shall, if so requested by the State, be applicable to such
services (to the extent the agreement was not already applicable)
performed before such date of execution and after such effective date
by any individual as a.niember of sucll cove,'age group if he is such a
member on a (late, specified by the State, which is earlier than such
(late of execution, except that in iio case may the (late so specified be
earlier than the date sulch agreement or such modification, as the case
may be, is mailed, or delivered b)y other inians, to the Secretary.

(3) Notwithstanding tile provisions of paragraph (2) of this sub-
section, in the case of services performed by individuals as members
of any cover:"ge group to which -il agreement ulder this section is
iiade aplplicable. and with respect to which there were timely paid
in good faith to the Secre. ary of the Treastiry amnouniits equivalent to
the sum of the taxes which would have been imip)osed by sections 3101
and 3111 of the Internal Revenue (Code of 1954 had such services
constituted employment for purlpses of ciiapter,,21 of such Code at
the tine they were performed. and with respect t0:•which refunds were
not obtained, such individuals lniy. if so reqjiieýe.ed by the State, be
deemed to be members of such coverage group onIthe date designated
Ilur.,i1uant to lparaglraldh (2').

Termination of Agreenment

(g) (1) Upon giving at least two years' advance notice in writing
to the Secretary of Health, Education. and Welfare, a State may ter-
minate, effective at the end of a calendar year specified in the
notice, its agreement. with the Secretary either-'

(A) in its entirety but only if the agreement has been in effect
from its effective date for not less than five years prior to the
receipt of such notice; or

(B) with respect to any coverage group designated by the
State, but only if the agreement has been in effect with respect to

I See also see. 318(b) of Public Law 95-216 %ihich appears in this document on p. A09.
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such coverage group for not less than five years prior to the
receil)t of such notice.'

(2) If the Secretary, after reasonable notice and opportunity for
hearing to a State with whom lie has entered into an agreement pur-
suant to this section, finds that the State has failed or is no longer
legally able to comply substantially with any provision of such agree-
ment or of this section, he shall notify such State that the agreement
will be terminated in its entirety, or with respect to any one or more
coverage groups designated by him, at such time, not later than two
years from the date of such notice, as he deems appropriate, unless
prior to such time lie finds that there no longer is any such failure
or that the cause for such legal inability has been removed.

(3) If any agreement entered into under this section is terminated
in its entirety, the Secretary and the State may not again enter into
an agreement pursuant to this section. If any such agreement is termi-
nated with respect to any coverage group, the Secretary and the State
may not thereafter modify such agreement so as to again make the
agreement applicable with respect to such coverage group.

Deposits in Trust Funds; Adjustments

(h) (1) All amounts received by the Secretary of the Treasury under
an agreement made pursuant to this section shall be deposited in the
Trust Funds and the Federal Hospital Insurance Trust Fund in the
ratio in which amounts are appropriated to such Funds pursuant to
subsection (a) (3) of section 201, subsection (b) (1) of such section,
and subsection (a) (1) of section 1817, respectively.

(2) If more or less than the correct amount due under an agreement
made pursuant to this section is paid with respect to any payment of
remuneration, proper adjustments with respect to the amounts due
",*der.such agreement shall be made, without interest, in such manner

* nd at such times as may be prescribed by regulations of the Secretary
ot Health, Education, and Welfare.

(3) If an overpayment cannot be adjusted under paragraph (2),
the amount thereof and the time or times it is to be paid shall be certi-
fied by the Secretary of Health, Education, and Welfare to the Man-
aging Trustee, and the Managing Trustee, through the Fiscal Service
of the Treasury Department and prior to any action thereon by the
General Accounting Office, shall make payment in accordance with
such certification. The Managing Trustee shall not be held personally
liable for any payment or payments made in accordance with a certifi-
cation by the Secretary of Health, Education, and Welfare.

Regulations

(i) Regulations of the Secretary of Health, Education, and Welfare
to carry out the purposes of this section shall be designed to make the

'Paragraph (1) was amended by see. 353(b) of Public Law 95-216.

Sec. 218(g) 168



Sec. 218(k)

* requirements imposed on States pursuant to this section the same, so
far as practicable, as those imposed on employers pursuant to this title
and chapter 21 and subtitle F of the Internal Revenue Code of 1954. 1

Failure to Make Payments

(j) In case any State does not make, at the time or times due, the
payments provided for under an agreement pursuant to this section
there shall be added, as part of the 'amounts due, interest at the rate of
6 per centum per annum from the date due until paid, and the Secre-
tary of Health, Education, and Welfare may, in his discretion, deduct
such amounts plus interest froin any amounts certified by him to the
Secretary of the Treasury for paynwent to such State under any other
provision of this Act. Amounts so deducted shall be deemed to have
been paid to the State under such other provision of this Act. Amounts
equal to the amounts deducted under this subsection are hereby appro-
priated to the Trust Funds in the ratio in which amounts are deposited
in such Funds pursuant to subsection (h) (1).

Instrumentalities of Two or More States

(k) (1) The Secretary of Health, Education. and Welfare may, at
the request of any instrumentality of two or more States. enter into
an agreement with such instrumentality for the purpose of extending
the insurance system established by this title to services performed by
individuals as employees of such instrumentality. Such agreement. to
the extent practicable. shall be governed by the provisions of this sec-
tion applicable in the cane of an agreement with a State.

(2) In the ca...e of :anyv iit111A..tr1weltality ()f two (or moore 'tate... if-
(A) employees of such ilistr ln ent'ality are in positions covered

by a retirenmenit :-temn of -11(1l iIL-t rullelitality or of :Iny of such
States or any of the political subdivisions thereof. and

(B) such retirement system is (on. before. or after the date of
enactment of this paragraph) divided into two divisions or parts,
one of which is composed of positions of ienliers of such system
who are employees of such instrumentality and who desire cover-
age under an agreement under this section and the other of which
is composed of positions of miiemiibers of such system who are em-
ployees of such instrunientality and who do not desire such cover-
age, and

(C) it is provided that there shall be included in such division
or part composed of the positions of members desiring such cov-
erage the positions of employees of such instrumentality who be-
come members of such system after such coverage is extended,

then such retirement system shall, if such instrumentality so desires,
be deemed to be a separate retirement system with respect to each such

I S. '4timo. 7 and Sik) of ]'ublic Law 94 2412 place certain limits onl the discretion of
the Se.vrtr, Fy of Health. Education. and Welfare to i.ue reculathuihn under this sub-
%etrior. The-e iprovisions ampwar In thI. document on pag~e 772-77:3.
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division or part. An individual who is in a position covered by a
retirement system divided pursuant to the preceding sentence and
who is not a member of such system but is eligible to become a member
thereof shall, for purposes of this subsection, be regarded as a member
of such system. Coverage under the agreement of any such individual
shall be provided under the same conditions, to the extent prac-
ticable, as are applicable in tlhe case of the States to which the pro-
visions of subsection (d) (6) (C) apply. The position of any employee
of any such instrumentality which is covered by any retirement
system to which the first sentence of this paragraph is applicable
shall, if such individual is ineligible to become a member of such
system on the date of enactment of this paragraph or, if later, the
day lie first occupies such position, be deemed to be covered by the
separate retirement system consisting of the positions of members of
the division or part who do nmot desire coverage under the insurance
system established tinder this title. Services in positions covered by
a separate retirement system created pursuant to this subsection (and
consisting of the positions of members who desire coverage under an
agreement under this section) shall be covered under such agreement
on compliance, to the extent practicable, with the same conditions as
are applicable to coverage under an agreement under this section of
services in positions covered by a separate retirement system created
lurstiant to subparagraph (C) of subsection (d) (6) or the corre-
sponding provision of prior law (and consisting of the positions of
members who desire coverage tinder such agreement).

(3) Any agreement with any instrumentality of two or more States
entered into pursuant to this Act may, notwithstanding the provisions
of subsection (d) (5),(A) and the re'erences thereto in subsections
(d) (1) and d) (3), apply to service p :rforined by employees of such
instrumental ty in any policeman's or fireman's position covered by
a retirement' system, but only upon c ;mpliance, to the extent prac-
ticable, with the requirements of subsection (d) ("a). For the purpose
of the preceding sentence, a retirement system which covers positions
of policemen or firemen or both, and other r positions shall, if the in-
strumentality concerned so desires, be deemed to be a separate retire-
ment system with respect to the position s of such policemen or firemen,
or both, as the case may be.

Delegation of Functions

(1) The Secretary of Health, Education, and Welfare is authorized
pursuant to agreement with the head of any Federal agency, to dele-
gate any of his functions under this section to any officer or employee
of such agency and otherwise to utilize the services and facilities
of such agency in carrying out such functions, and payment therefor
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* shall be in advance or by way of reimbursement, as may be provided
in such agreement.

Wisconsin Retirement Fund

(m) (1) Notwithstanding paragraph (1) of subsection (d), the
agreement with the State of Wisconsin may, subject to the provisions
of this subsection, be modified so as to apply to service performed by
employees in positions covered by the 1Wisconsin retirement fund
or any successor system. 1

(2) All employees in positions covered by the Wisconsin retirement
fund at any time on or after January 1, 1951, shall, for the purposes
of subsection (c) only, be deemed to be a separate coverage group; ex-
cept that there shall be excluded from such separate coverage group
all employees in positions to which the agreement applies without re-
gard to this subsection.

(3) The modification pursuant to this subsection shall exclude (in
the case of employees in the coverage group established by paragraph
(2) of this subsection) service performed by any individual during
any period before he is included under the Wisconsin retirement fund.

(4) The modification pursuant to this subsection shall, if the State
of Wisconsin requests it, exclude (in the case of employees in the
coverage group established by paragraph (2) of this subsection) all

* service performed in policemen's positions, all service l)erformned in
firemen's positions, or both.

Certain Positions No Longer Covered by Retirement Systems

(n) Notwithstanding subsection (d), an agreement with any State
entered into under this section prior to the date of the enactment of
this subsection may, prior to January 1, 1958, be modified l)ursuant
to subsection (c) (4) so as to apply to services performed by employees,
as members of any coverage group to which such agreement already
applies (and to which such agreement applied on such date of enact-
ment), in positions (1) to which such agreement does not already
apply, (2) which were covered by a retirement system on the date
such agreement was inade applicable to such coverage group, and
(3) which, by reason of action by such State or political subdivision
thereof, as may be appropriate, taken prior to the date of the enact-
ment of this subsection, are no longer covered by a retirement system
on the date such agreement is made applicable to such services.

Certain Employees of the State of Utah

(o) Notwithstanding the provisions of subsection (d), the agree-
mnent with the State of Utah entered into pursuant to this section may

* be modified p)ursuant to subsection (c) (4) so as to apply to services
performed for any of the following, the einplhyees performing serv-

I Paragraph (1) was amended by sec. 321 of Piblic Law 94-216.
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ices for each of which shall constitute a separate coverage group:
Weber Junior College, Carbon Junior College, Dixie Junior College,
Central Utah Vocational School, Salt Lake Area Vocational School,

Center for the Adult Blind, Union High School (Roosevelt, Utah),
Utah High School Activities Association, State Industrial School,
State Training School, State Board of Education, and Utah School

Employees Retirement Board. Any modification agreed to prior to
January 1, 1955, may be made effective with respect to services per-
formed by employees as members of any of such coverage groups
after an effective date specified therein, except that in no case may
any such date be earlier than December 31, 1950.

Policemen and Firemen in Certain States

(p) (1) Any agreement with the State of Alabama, California,
Florida, Georgia, 1lawaii, Idah1o, Kansas, Maine, Maryland, Missis-

sippi, Montana, New York, North Carolina, North Dakota, Oregon,
Puerto Rico, South Carolina, South Dakota, Tennessee, Texas. Ver-
mont. Virginia, or Washington entered into pursuant to this section
prior to the (late of enactment of this sub-ection may, notwithstanding
the provisions of subsection (d) (5) (A) and the references thereto in
subsections (d) (1) and (d) (3), be modified pursuant to subs.ection (c)
(4) to apply to service performed iby emlployees of such State or any
political subdivision thereof in any poli,.eman's or fireman's position
covered by a retirement system in effect on or after the date of the en-
actment of this .sub-ection, but only upon conmpliance with the require-
ments of subsection (d) (3). For the lprpo.-es of the precedillg sentence,
.1 retirement system which covers positions of policemen or firemen, or
both, and other positions shall, if the State concerned so desires, be
deemed to be a separate retirement system with respect to the positions
of .-lich policemlen or fireimen. or both. as the caz-e nay be.'

(2) A State, not otherwise listed by name in paragraph (1), shall
be deemed to be a State listed in such paragraph for the purpose of
extending coverage under this title to service in firemen's positions
covered by a retirement system, if the Governor of the State, or an
ollicial of the State designated by him for the purpose, certifies to
the Secretary of Health, Education, and Welfare that the overall belie-
fit protection of the employees in such positions would be improved by
reason of the extension of such coverage to such employees. Notwith-
standing the provisions of the second sentence of such paragraph (1),
such firemen's positions shall be deemed a separate retirement system
and no other positions .- iall be inclu(led in such system. 2

SParagraph (1) was amended by sec. 319 of Public Law 975-216.
2'Public Law 90-24., see. 120(a) (2). added paragraph t2) applicable in the case of any

Stat. with re.peet to nmodifications of .,,eh State agreentent under section 218 of the Social
Security Act made after January 2, 1968. Section 120(b) of the Social Security Amend-
ments of 1967 provides: "Nothing in the amendmentRs nde by subsection (a) shall
authorize the extension of the Insurance system established by title II of the Social Se-
curity Act under the provisions of section 218(d) (6) (C) of such Act to service In any
fireman's posltlon."
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Time Limitation on Assessments

(q) (1) Where a State is liable for an amount due under an agree-
ment pursuant to this section, such State shall remain so liable until
the Secretary is satisfied that the amount due has been paid to the
Secretary of the Treasury.

(2) Notwithstanding paragraph (1), a State shall not be liable for
an amount due tinder an agreement pursuant to this section, with re-
spect to the wages paid to individuals, after the expiration of the latest
of the following periods-

(A) three years, three months, and fifteen days after the year
in which such wages were paid, or

(B) three years after the date on which such amount became
due, or

(C) three years, three months, and fifteen days after the year
following the year in which this subsection !s enacted,

unless prior to the expiration of such period the Secretary makes an
assessment of the amount due.

(3) For purposes of this subsection and section 205(c), an assess-
ment of an amount due is made when the Secretary mails or otherwise
delivers to the State a notice stating the amount he has determined to
be due under an agreement l)urstiant to this section and the basis for

* such determination.
(4) An assessment of an amount due made by the Secretary after

the expiration of the period specified in paragraph (2) shall never-
theless be deemed to have been made within such period if-

(A) before the expiration of such period (or, if it has pre-
viously been extended under this paragraph, of such period as so
extended), the State and the Secretary agree in writing to an ex-
tension of such period (or extended period) and, subject to such
conditions as may be agreed upon, the Secretary makes the assess-
ment prior to the expiration of such extension; or

(B) within the 365 days immediately preceding the expiration
of such period (or extended period) the State pays to the Secre-
tary of the Treasury less than the correct amount due under an
agreement pursuant to this section with respect to wages paid to
individuals in a calendar year as members of a coverage
group, and the Secretary of Health, Education, and Welfare
makes the assessment, adjusted to take into account the amount
paid by the State, no later than the 365th day after the day the
State made payment to the Secretary of the Treasury; but the
Secretary of health, Education, and Welfare, shall make such

* assessment only with. respect to the wages paid to such individ-
uals in such calendar year as members of such coverage group; or

I Subparagraph (B) was amended by see. 353(b) (3) of Public Law 95-216.
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(C) pursuant to subparagraph (A) or (B) of section 205(c) (5)
he includes in his records an entry with respect to wages for an
individual, but only if such a.sessment is limited to the amount
due with respect to such wages and is made within the period such
entry could be made in such records under such subparagraph.

(5) If the Secretary allows a claim for a credit or refund of an
overpayment by a State under an agreement pursuant to this section,
with respect to wages paid or alleged to have been paid to an indi-
vidual in a calendar year for services as a member of a coverage
group, and if as a result of the facts on which such allowance is
based there is an amount due from the State, with respect to wages
paid to such individual in such calendar year for services performed
as a member of a coverage group, for which amount the State is not
liable by reason of paragraph (2) then notwithstanding paragraph
(2) the State shall be liable for such amount due if the Secretary
makes an assessment of such amount due at the time of or prior to
notification to the State of the allowance of such claim. For pur-
poses of this paragraph and paragraph (6), interest as provided for
in subsection (j) shall not be included in determining the amount due.

(6) The Secretary shall accept wage reports filed by a State under
an agreement pursuant to this section or regulations of the Secretary
thereunder, after the expiration of the period specified in paragraph
(2) or such period as extended pursuant to paragraph (4), with
respect to wages which are paid to individuals performing services
as employees in a coverage group included in the agreement and for
payment in connection with which the State is not liable by reasons
of paragraph (2), only if the State-

(A) pays to the Secretary of the Treasury the amount due
under such agreement with respect to such wages, and

(B) agrees in writing with the Secretary of Health, Education,
and Welfare to an extension of the period specified in paragraph
(2) with respect to wages paid to all individuals performing
services as employees in such coverage group in the period or pe-
riods designated by the State in such wage reports as the period or
periods in which such wages were paid. If the State so agrees,
the period specified in paragraph (2), or such period as extended
pursuant to paragraph (4), shall be extended until such time as
the Secretary notifies the State that such wage reports have been
accepted.1

(7) Notwithstanding the preceding provisions of this subsection,
where there is an amount due by a State under an agreement pur-
suant to this section and there has been a fraudulent attempt on the
part of an officer or employee of the State or any political subdivision
thereof to defeat or evade payment of such amount due, the State shall

I Subparagraph (B) was amended by see. 353(b) (4) of Public lAw 95-21&
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be liable for such amount due without regard to the provisions of
paragraph (2), and the Secretary may make an assessment of such
amount due at any time.

Time Limitations on Credits and Refunds

(r) (1) No credit or refund of an overpayment by a State under
an agreement pursuant to this section with respect to wages paid or
alleged to have been paid to an individual as a member of a coverage
group in a calender year shall be allowed after the expiration of the
late. of the following periods-

(A) three years, three mnnths, and fifteen days after the year
in which :-uvh wages were paid or alleged to have been paid, or

(B) three years after the (late the payment which included
such overpayment became due under such agreement with respect
to the wages paid or alleged to have been paid to such individual
as a inemuber of :.iich coverage group in such calendar year, or

(C) tAso years after such overpayment was made to the Secre-
tary of the Treasury, or

(D) three years, three months, v.na fifteen days after the year
following the year in which this subsection is enacted,

unless prior to the expiration of such period a claim for such credit
or refund is filed with the Secretary of Health, Education, and Wel-

* fare by the St ate.'
(2) A claim for a credit or refund filed by a State after the ex-

piration of the period specified by paragraph (1) shall nevertheless
be deemed to have been filed within such period if-

(A) before the expiration of such period (or, if it has previ-
ously been extended tinder this subparagraph, of such period as
s- extended) the State and the Secretary agreed in writing to an
extension of such period (or extended period) and the claim is
filed with the Secretary by the State prior to the expiration of
such extension; but any claim for a credit or refund valid be-
cause of this subparagraph shall be allowed only to the extent
authorized by the conditions provided for ,n the a:greenient for
such extension, or

(B) the Secretary deletes from his records an entry with re-
spect to wages of an individual pursuant to the provisions of sub-
paragraph (A), (B), or (E) of section 205(c) (5), but only with
respect to the entry so deleted.

Review by Secretary

(s) Where the Secretary has made an assessment of an amount due
* by a State under an agreement pursuant to this section, disallowed a

State's claim for a credit or refund of an overpayment under such

1 Paragraph (1) was amended by see. 353(b) (5) of Public Law 95-216.
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agreement, or allowed a State a credit or refund of an overpayment
under such agreement, he shall review such assessment, disallowance,
or allowance if a written request for such review is filed with him by
the State within 90 days (or within such further time as he may allow)
after notification to the State of such assessment, disallowance, or
allowance. On the basis of the evidence obtained by or submitted to
the Secretary, he shall render a decision affirming, modifying, or re-
versing such assessment, disallowance, or allowance. In notifying the
State of his decision, the Secretary shall state the basis therefor.

Review By Court
(t) (1) Notwithstanding any other provision of this title any State,

irrespective of the amount in controversy, may file, within two years
after the mailing to such State of the notice of any decision by the
Secretary pursuant to subsection (s) affecting such State, or within
such further time as the Secretary may allow, a civil action for a re-
detcrmination of the correctness of the assessment of the amount due,
the disallowance of the claim for a refund or credit, or the allowance
of the refund or credit, as the case may be, with respect to which the
Secretary has rendered such decision. Such action shall be brought in
the district court of the United States for the judicial district in which
is located the capital of such State, or, if such action is brought by an
instrumentality of two or more States, the principal office of such in-
strumentality. The judgment of the court shall be final, except that
it shall be subject to review in the same manner as judgments of such
court in other civil actions. Any action filed under this subsection
shall survive notwithstanding any change in the person occupying the
office of Secretary or any vacancy in such office.

(2) Notwithstanding the provisions of section 2411 of title 28,
United States Code, no interest shall accrue to a State after final
judgment with respect to a credit or refund of an overpayment made
under an agreement pursuant to this section.

(3) The first sentence of section 2414 of title 28, United States Code,
shall not apply to final judgments rendered by district courts of the
United States in civil actions filed under this subsection. In such cases,
the payment of amounts due to States pursuant to such final judg-
ments shall be adjusted in accordance with the provisions of this sec-
tion and with regulations promulgate I by thb.. Secretary.

Positions Compensated Solely on a Fee Basis
(u) (1) Notwithstanding any other provision in this section , an

agreement entered into under this section may be made applicable to
service performed after 1967 in any class or classes of positions com-
pensated solely on a fee basis to which such agreement did not apply
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prior to 1968 only if the State specifically requests that its agreement
be made applicable to such service in such class or classes of positions.

(2) Notwithstanding any other provision in this section, an agree-
ment entered into under this section may be modified, at the option of
the State, at any time after 1967, so as to exclude services performed
in any class or classes of positions compensation for which is solely
on a fee basis.

(3) Any modification made under this subsection shall be effective
with respect to services performed after the last day of the calendar
year in which the modification is agreed to by the Secretary and the
State.

(4) If any class or classes of positions have been excluded from
coverage under the State agreement by a modification agreed to under
this subsection, the Secretary and the State may not thereafter modify
such agreement so as to again make the agreement applicable with
respect to such class or classes of positions.

Sec. 219. [Repealed.]

Disability Provisions Inapplicable if Benefit Rights Impaired

Sec. 220. None of the provisions of this title relating to periods of
disability shall apply in any case in which their application would

* result in the denial of monthly benefits or a lump-sum death payment
which would otherwise be payable under this title; nor shall they
apply in the case of any monthly benefit or lump-smn death payment
under this title if such benefit or payment would be greater without
their application.

Disability Determinations

Sec. 221. (a) In the case of any individual, the determination of
whether or not he is under a disability (as defined in section 216(i)
or 223(d)) and of the day such disability began, and the( determina-
tion of the day on which such disability ceases, shall, except as pro-
vided in subsection (g), be made by a State agency pursuant to an
agreement entered into under subsection (b). Except as provided in
subsection (c) and (d), any such determinations shall be the deter-
mination of the Secretary for purposes of this title.

(b) The Secretary shall enter into an agreement with each State
which is willing to make such an agreement tinder which the State
agency or agencies administering the State plan approved under the
Vocational Rehabilitation Act, or any other appropriate State agency
or agencies, or both, will make the determination referred to in sub-
section (a) with respect to all individuals in such State, or with respect
to such class or classes of individuals in the State as may be designated

* in the agreement at the State's request.

177



Sec. 221(c 17

(c) The Secretary may on his own motion review a determination,
made by a State agency pursuant to an agreement under this section,
that an individual is under a disability (as defined in section 216(i)
or 223(d)) and, as a result of such review, may determine that such
individual is not under a disability (as so defined) or that such dis-
ability began on a day later than that determined by such agency, or
that such disability ceased on a day earlier than that determined by
such agency.

(d) Any individual dissatisfied with any determination under sub-
section (a), (c), or (g) shall be entitled to a hearing thereon by the
Secretary to the same extent as is provided in section -205(b) with
respect to decisions of the Secretary, and to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

(e) Each State which has an agreement with the Seretary under
this section shall be entitled to receive from the T'ru4st Funds. in ad-
vance or by way of reimbursement, as may be mutually agreedd ulpon,
the cost to the State of carrying out the agreement under this section.
The Secretary shall from time to time certify such a:uount as is neces-
sary for this purpose to the Managing Trustee. reduct,'i or increased,
as the case may be, by any sumn (for which adjust imeuit hivreunler has
not previously been made) by which the amount certified for any prior
period was greater or less than the amount which should have been
paid to the State under this subsection for such period: and the Man-
aging Trustee, prior to audit or settlement by the General Accounting
Office, shall r:ake payment from the Trust Funds at the time or times
fixed by the Secretary, in accordance with such certification. Ap-
propriate adjustments between the Federal Old-Age and Survivors
Insurance Trust Fund and the Federal Disability Insurance Trust
Fund with respect to the payments made under this subsection shall
be made in accordance with paragraph (1) of subsection (g) of sec-
tion 201 (but taking into account any refunds under subsection (f) of
this section) to insure that the Federal Disability Trust Fund is
charged with all expenses incurred which are attributable to the ad-
ministration of section 223 and the Federal Old-Age and Survivors
Insurance Trust Fund is charged with all other expenses.

(f) All money paid to a State under this section shall be used solely
for the purposes for which it is paid; and any money so paid which
is not used for such purposes shall be returned to the Treasury of the
United States for deposit in the Trust Funds.

(g) In the case of individuals in a State which has no agreement
under subsection (b), in the case of individuals outside the United
States, and in the case of any class or classes of individuals not in-
cluded in an agreement under subsection (b), the determinations re-
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Sferred to in subsection (a) shall be made by the Secretary in accord-
anco with regulations pres ribed by him.

Rehabilitation Services

Referral for Rehabilitation Services

Sec. 222. (a) It is hereby declared to be the policy of the Congress
that disabled individuals applying for a determination of disability,
and disabled individuals who are entitled to child's insurance benefits,
widow's insurance benefits, or widower's insurance benefits, shall be
promptly referred to the State agency or agencies administering or
supervising the administration of the State plan approved under the
Vocational Rehabilitation Act for necessary vocational rehabilitation
services, to the end that the maximum number of such individuals may
be rehabilitated into productive activity.

Deductions on Account of Refusal To Accept Rehabilitation Services

(b) (1) Deductions, in sach amounts and at such time or times as the
Secretary shall determine, shall be made from any payment or pay-
ments under this title to which an individual is entitled, until the total
of such deductions equals such individual's benefit or benefits under
sections 202 and 223 for any month in which such individual, if a child

* who has attained the age of eighteen and is entitled to child's insurance
benefits, a widow, widower or surviving divorced wife who has not
attained age 60, or an individual entitled to disability insurance bene-
fits, refuses without good cause to accept rehabilitation services avail-
able to him under a State plan approved under the Vocational Re-
habilitation Act. Any individual who is a member or adherent of
any recognized church or religious sect which teaches its members or
adherents to rely solely, in the treatment and cure of arty physical or
mental impairment, upon prayer or spiritual means through the appli-
cation and use of the tenets or teachings of such church or sect, and
who, solely because of his adherence to the teachings or tenets of such
church, or sect, refuses to accept rehabilitation services available to
him under a State plan approved under the Vocational Rehabilitation
Act, shall, for the purposes of the first sentence of this subsection, be
deemed to have done so with good cause.

(2) Deductions shall be made from any child's insurance benefit to
which a child who has attained the age of eighteen is entitled or from
any mother's insurance benefit to which a person is entitled, until the
total of such deductions equals such child's insurance benefit or benefits
or such mother's insurance benefit or benefits under section 20Y2 for any
month in which such child or person entitled to mother's insurance
benefits is married to an individual who is entitled to disability insur-
ance benefits and in which such individual refuses to accept rehabilita-
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tion services and a deduction, on account of such refusal, is imposed
under paragraph (1). If both this paragraph and paragraph (3) are
applicable to a child's insurance benefit for any month, only an amount
equal to such benefit shall be deducted.

(3) Deductions shall be made flrom any wife's, husband's, or child's
insurance benefit, based on the wages and self-employment income of
an individual entitled to disability insurance benefits. to which a wife,
divorced wife, husband, or child is entitled, until the total of such
deductions equal such wife's, husband's, or child's insurance benefit or
benefits under section 202 for any month in which the individual, on
the basis of whose wages and self-employment income such benefit was
payable, refuses to accept rehabilitation services and deductions, on
account of such refusal, are imposed under paragraph (1).

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

Period of Trial Work

(c) (1) The term "period of trial work", with respect to an individ-
ual entitled to benefits under section 223 or 20-2 (d), means a period of
months beginning and ending as provided in paragraphs (3) and (4).

(2) For purposes of sections 216(i) and 223, any services rendered
by an individual during a period of trial work shall be deemed not to
have been rendered by such individual in determining whether his
disability has ceased in a month during such period. For purposes of
this subsection the term "services" means activity which is performed
for remuneration or gain or is determined by the Secretary to be of a
type normally performed for remuneration or gain.

(3) A period of trial work for any individual shall begin with the
month in which he becomes entitled to disability insurance benefits,
or, in the case of an individual entitled to benefits under section 202(d)
who has attained the age of eighteen, with the month in which he be-
comes entitled to such benefits or the month in which lie attains the age
of eighteen, whichever is later. Notwithstanding the preceding sen-
tence, no period of trial work may begin for any individual prior to
the beginning of the month following the month in which this para-
graph is enacted; and no such period may begin for an individual in
a period of disability of such individual in which lie had a previous
period of trial work.

(4) A period of trial work for any individual shall end with the
close of whichever of the following months is the earlier:

(A) the ninth month, beginning on or after the first day of
such period, in which the individual renders services (whether or
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not such nine months are consecutive) ; or
(B) the month in which his disability (as defined in section

223(d) ) ceases (as determined after application of paragraph (2)
of thiz subsection).

(5) In the case of an individual who becomes entitled to benefits
under section 223 for any month as provided in clause (ii) of subsec-
tion (a) (1) of such section, the preceding provisions of this subsec-
tion shall not apply with respect to services in any month beginning
with the first month for which he is so entitled and ending with the
first month thereafter for which he is not entitled to benefits under
section 223.

Costs of Rehabilitation Services From Trust Funds

(d) (1) For the purpose of making vocational rehabilitation services
more readily available to disabled individuals who are--

(A) entitled to disability insurance benefits under section 223, or
(B) entitled to child's insurance benefits under section 202(d)

after having attained age 18 (and are under a disability), or
(C) entitled to widow's insurance benefits under section 202(e)

prior to attaining age 60, or
(D) entitled to widower's insurance benefits under section 202

(f) prior to attaining age 60,
to the end that savings will result to the Trust Fund as a result of
rehabilitating the maxinmum number of such individuals into produc-
tive activity, there are authorized to be transferred from the Trust
Funds such sums as may be necessary to enable the Secretary to pay
the costs of vocational rehabilitation services for such individuals (in-
cluding (i) services during their waiting periods, and (ii) so much of
the expenditures for the administration of any State plan as is attrib-
utable to carrying out this subsection) ; except that the total amount
so made available pursuant to this subsection may not exceed-

(i) 1 percent in the fiscal year ending June 30,1972,
(ii) 1.25 percent in the fiscal year ending June 30, 1973,
(iii) 1.5 percent in the fiscal year ending June 30, 1974, and

thereafter,
of the total of the benefits under section 202(d) for children who
have attained age 18 and are under a disability, the benefits under
section 202(e) for widows and surviving divorced wives who have
not attained age 60 and are under a disability, the benefits under
section 202(f) for widowers who have not attained age 60, and the
benefits under section 223, which were certified for payment in the
preceding year. The selection of individuals (including the order
in which they shall be selected) to receive such services shall be
made in accordance with criteria formulated by the Secretary

21-146 0 - 78 - 14

181



Sec. 222(d)

which are based upon the effect the provision of such services
would have upon the Trust Funds.

(2) In the case of each State which is willing to do so, such voca-
tional rehabilitation services shall be furnished under a State plan
for vocational rehabilitation services which-

(A) has been approved under section 5 of the Vocational Re-
habilitation Act,

(B) provides that, to the extent funds provided under this
subsection are adequate for the purpose, such services will be
furnished, to any individual in the State who meets the criteria
prescribed by the Secretary pursuant to paragraph (1), with rea-
sonable promptness and in accordance with the order of selec-
tion determined under such criteria, and

(C) provides that such services will le furnished to any indi-
vidual without regard to (i) his citizenship or place of residence,
(ii) his need for financial assistance except as provided in regula-
tioiis of the Secretary in the case of maintenance during rnhabili-
tation, or (iii) any order of selection which would otherwise be
followed under the State plan pursuant to section 5(a) (4) of
the Vocational Rehabilitation Act.

(3) In the case of any State which does not have a plan which meets
the requirenients of paragraph (2), the Secretary may provide such
services by agreement or contract with other public or private agencies,
organizations, institutions, or individuals.

(4) Payments under this subsection may be made in installments,
and i'i advance or by way of reimbursement, with necessary adjust-
lients on account, of overpayments or underpayments.

(5) Money paid from the Trust Funds under this subsection t- pay
the costs of providing services to individuals who are entitled to bene-
fits under icction. 223 (including services during their waiting pe-
riods), or who are entitled to benefits under section 202) (d) on the basis
of the wages and self-employment income of such individuals shall be
charged to the Federal Disability Insurance Trust Fund, and all other
money paid out from the Trust Funds under this subsection shall be
charged to the Federal Old-Age and Survivors Insurance Trust Fund.
The Secretary shall determine according to such methods and pro-
cedures as lie may deem appropriate-

(A) the total cost of the services provided under this subsection,
and

(B) subject to the provisions of the preceding sentence, the
amount of such cost which should be charged to each of such Trust
Funds.

(6) For the purposes of this subsection the term "vocational reha-
bilitation services" shall have the meaning assigned to it in the Voca-
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tional Rehabilitation Act, except that such services may be limited in
type, scope, or amount in accordance with regulations of the Secretary
designed to achieve the purposes of this subsection.

Disability Insurance Benefit Payments

Disability Insurance Benefits

Sec. 223. (a) (1) Every individual who-
(A) is insured for disability insurance benefits (as determined

under subsection (c) (1)),
(B) has not attained the age of sixty-five,
(C) has filed application for disability insurance benefits, and
(D) is under a disability (as defined in subsection (d))

shall be entitled to a disability insurance benefit (i) for each month
beginning with the first month after his waiting period (as defined
in subsection (c) (2)) in which he becomes so entitled to such insurance
benefits, or (ii) for each month beginning with the first month during
all of which he is under a disability and in which he becomes so en-
titled to such insurance benefits, but only if he was entitled to disability
insurance benefits which terminated, or had a period of disability (as
defined in section 216(i) ) which ceased, within the sixty-month period
preceding the first month in which he is under such disability, and
ending with the month preceding whichever of the following months
is the earliest: the month in which he dies, the month in which he at-
tains age 65, or the third month following the month in which his
disability ceases. No l)ayment under this paragraph may be made to
an individual who would not meet the definition of disability in sub-
section (d) except for paragraph (1) (B) thereof for any month in
which he engages in substantia! gainful activity, and no payment may
be made for such month under Eubsection (b), (c), or (d) of section
202 to any person on the basis of the wages and self-employment
income of such individual. In the case of a deceased individual, the
requirement of subparagraph (C) may be satisfied by an application
for benefits filed with respect to such individual within 3 months after
the month in which he died.

(2) Except as provided in section 202(q), such individual's dis-
ability insurance benefit for any month shall be equal to his primary
insurance amount for such month determined under section 215 as
though he had attained age 62, in-

(A) the first month of his waiting period, or
(B) in any case in which clause (ii) of paragraph (1) of this

subsection is applicable, the first month for which he becomes
* entitled to such disability insurance benefits,

and as though he had become entitled to old-age insurance benefits in
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the month in which tile application for disability insurance benefits
was filed and lie was entitled to an old-age insurance benefit for each
month for which (pursuant to subsection (b)) lie was entitled to a dis-
ability insurance benefit. For the purposes of the preceding sentence,
in the case of an individual who attained age 62 in or before the first
month referred to in subparagraph (A) or (B) of such sentence, as
the case may be, the elapsed years referred to in section 215(b) (3)
shall not include the year in which he attained age 62, or any year
thereafter.

Filing of Application
(b) An application for disability insurance benefits filed before the

first month in which the applicant satisfies the requirements for such
benefits (as prescribed in subsection (a) (1)) shall lie deeined a valid
application only if the applicant, satisfies the requirements for such
benefits before the Secretary makes a final decision on the application.
If, upon final decision by the Secretary, or de(-ision upon judidal
review thereof, such applicant is found to satisfy such requirements,
the application shall be deemed to have been filed in such first month.
An individual who would have been entitled to a disability insurance
benefit for any month had lie filed application therefor before the
end of such month shall he entitled to such benefit for such month
if such application is filed before the end of the 12th month immedi-
ately succeeding such month.

Definitions of Insured Status and Waiting Period

(c) For purposes of this section-
(1) An individual shall be insured for disability insurance

benefits in any month if-
(A) he would have been a fully insured individual (as

defined in section 214) had lie attained age 62 and filed ap-
plication for benefits under section 202(a) on the first day
of such month, and

(B) (i) lie had not less than 20 quarters of coverage during
the 40-quarter period which ends with the quarter in which
such month occurred, or

(ii) if such month ends before the quarter in which he at-
tains (or would attain) age 31, not less than one-half (and
not less than 6) of the quarters during the period ending
with the quarter in which such month occurred and begin-
ning after lie attained age 21 were quarters of coverage,
or (if the number of quarters in such period is less than 12)
not less than 6 of the quarters in the 12-quarter period end-
ing with such quarter were quarters of coverage;
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except that the provisions of subparagraph (B) of this para-
graph shall not apply in thl case of an individual who is blind
(within the meaning of "blindness" as defined in section 216(i)
(1)). For purposes of subparagraph (B) of this paragraph,
wiien the number of quarters in any period is an odd number, such
number shall be reduced by one, and a quarter shall not be counted
as part of any period if any part of such quarter was included in a
period of disability unless such quarter was a quarter of coverage.

(2) The term "waiting period" means, in the case of any ap-
plication for disability insurance benefits, the earliest period of
five consecutive calendar months--

(A) throughout which the individual with respect to whom
such application is filed has been under a disability, and

(B) (i) which begins not earlier than with the first day of
the seventeenth month before the month in which such ap-
plication is filed if such individual is insured for disability
insurance benefits in such seventeenth month, or (ii) if he
is not so insured in such month, which begins not earlier than
the first day of the first month after such seventeenth month
in which he is so insured.

Notwithstaniding the preceding provisions of this paragraph, no
waiting period may begin for any individual before January 1,
1957.

Definition of Disability

(d) (1) The term "disability" means-
(A) inability to engage in any substantial gainful activity by

reason of any medically determinable physical or mental impair-
ment which can be expected to result in death or which has lasted
or can be expected to last for a continuous period of not less than
12 months; or

(B) in the case of an individual who has attained the age of
55 and is blind (within the meaning of "blindness" as defined in
section 216(i) (1)), inability by reason of such blindness to engage
in substantial gainful activity requiring skills or abilities com-
parable to those of any gainful activity in which he has previously
engaged with some regularity and over a substantial period of
time.

(2) For purposes of paragraph (1) (A)-
(A) an individual (except a widow, surviving divorced wife,

or widower for purposes of section 202 (e) or (f) shall be deter-
mined to be under a disability only if his physical or mental
impairment or impairments are of such severity that he is not
only unable to do his previous work but cannot, considering his
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age, education, and work experience, engage in any other kind of
substantial gainful work which exists in the national economy, re-
gardless of whether such work exists in tile immediate area in
which he lives, or whether a specific job vacancy exists for him,
or whether he would be hired if he applied for work. For pur-
poses of the preceding sentence (with respect to any individual),
"work which exists in the national economy" means work which
exists in significant numbers either in the region where such in-
dividual lives or in several regions of the country.

(B) A widow, surviving divorced wife, or widower shall not be
determined to be under a disability (for purposes of section 202
(e) or (f)) unless his or her physical or mental impairment or
impairments are of a level of severity which under regulations
prescribed by the Secretary is deemed to be sufficient to preclude
an individual from engaging in any gainful activity.

(3) For purposes of this subsection, a "physical or mental impair-
ment" is an impairment that results from anatomical, physiological,
or psychological abnormalities which are d(emonstrable by medically
acceptable clinical and laboratory diagnostic techniques.

(4) The Secretary shall by regulations prescribe the criteria for
determining when services performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful activity. No individual who is blind shall be regarded as having
demonstrated an ability to engage in substantial gainful activity on
the basis of earnings that do not exceed the exempt amount under
section 203(f) (8) which is applicable to individuals described in sub-
paragraph (D) thereof. Notwithstanding the provisions of paragraph
(2). an individual whose services or earnings meet such criteria shall,
except for purposes of section 222(c), be found not to be disabled.'

(5) An individual shall not be considered to be under a disability
unless he furnishes such medical and other evidence of the existence
thereof as the Secretary may require.

Reduction of Benefits Based on Disability on Account of Receipt
of Workmen's Compensation

Sec. 224. (a) If for i ni month prior to the month in which an indi-
vidual attains the age of 62-

(1) such individual is entitled to benefits under section 223, and
(2) such individual is entitled for such month, under a work-

men's compensation law or plan of the United States or a State
to periodic benefits for a total or partial disability (whether or
not permanent), and the Secretary has, in a prior month, received
notice of such entitlement for such month,

the total of his benefits under section 223 for such month and of any

SParagraph (4) was amended by see. 335 of Publue Law 95-216.
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benefits under section 20-2 for such month : based on his wages and self-
* employment income shall be reduced (but not below zero) by the

amount by which the sum of-
(3) such total of benefits under sections 223 and 2(Q2 for such

month, and
(4) such periodic benefits payable (and actually paid) for such

month to such individual under the workmen's compensation law
or plan,

exceeds the higher of-
(5) 80 per centum of his "average current earnings", or
(6) the total of such individual's disability insurance benefits

under section 223 for such month and of any monthly insurance
benefits under section 202 for such month based on his wages and
self-employment income, prior to reduction under this section.

In no case shall the reduction in the total of such benefits under sec-
tions 223 and 202 for a month (in a continuous period of months)
reduce such total below the sum of-

(7) the total of the benefits under sections 223 and 202, after
reduction under this section, with respect to all persons entitled
to benefits on the basis of such individual's wages and self-employ-
ment income for such month which were determiiied for such in-
dividual and such persons for the first month for which reduction
under this section was made (or which would have been so deter-
mined if all of them had been so entitled in such first month), and

(8) any increase in such benefits with respect to such individual
and such persons, before reduction under this section, which is
made effective for months after the first month for which reduc-
tion under this section is made.

For purposes of clause (5), an individual's average current earnings
means the largest of (A) the average monthly wage (determined under
section 215(b) as in effect prior to January 1979) used for purposes
of computing his benefits under section 023, (B) one-sixtieth of the
total of his wages and self-employment income (computed without
regard to the limitations specified in sections 209 (a) and 211 (b) (1))
for the five consecutive calendar years after 1950 for which such wages
and self-employment income were highest, or (C) one-twelfth of the
total of his wages and self-employment income (computed without re-
gard to the limitations specified in sections 209 (a) and 211 (b) (1) ) for
the calendar year in which he had the highest such wages and income
during the period consisting of the calendar year in which he became
disabled (as defined in section 223(d)) and the five years preceding
that year.'

(b) If any periodic benefit uaider a worlkmen's compensation law or
* plan is payable on other than a monthly basis (excluding a benefit

I Subsection (a) was amended by sees. 205(d) and 353(c) (1) of Public Law 95-216.
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payable as a lump sum except to the extent that it is a commutation of,
or a substitute for, periodic payments), the reduction under this sec-
tion shall be made at such time or times and in such amounts as the
Secretary finds will approximate as nearly as practicable the reduction
prescribed by subsection (a).

(c) Reduction of benefits under this section shall be made after any
reduction under subsection (a) of section 203, but before deductions
under such section and under section 222 (b).

(d) The reduction of benefits required by this section shall not be
made if the workmen's coin pensation law or plan under which a peri-
odic benefit is payable provides for the reduction thereof when anyone
is entitled to benefits under this title on the basis of the wages and self-
employment income of an individual entitled to benefits under sec-
tion 223.

(e) If it appears to the Secretary that an individual may be eligible
for periodic benefits under a workmen's compensation law or plan
which would give rise to reduction under this section, he may require,
as a condition of certification for payment of any benefits under section
223 to any individual for any month and of any benefits under section
202 of such month based on such individual's wages and self-employ-
ment income, that such individual certify (i) whether lie has filed or
intends to file any claim for such periodic benefits, and (ii) if he has so
filed, whether there has been a decision on such claim. The Secretary
may, in the absence of evidence to the contrary, rely upon such a certifi-
cation by such individual that he has not filed and does not intend to
file such a claim, or that he has so filed and no final decision thereon
has been made, in certifying benefits for payment pursuant to section
205(i).

(f) (1) In the second calendar year after the year in which reduc-
tion under this section in the total of an individual's benefits under
section 223 and any benefits under section 202 based on his wages and
self-employment income was first required (in a continuous period
of months), and in each third year thereafter, the Secretary shall re-
determine the amount of such benefits which are still subject to reduc-
tion under this section; but such redetermination shall not result in
any decrease in the total amount of benefits payable under this title on
the basis of such individual's wages and self-employment income. Such
redetermined benefit shall be determined as of, and shall become effec-
tive with, the January following the year in which such redetermina-
tion was made.

(2) In making the redetermination required by paragraph (1), the
individual's average current earnings (as defined in subsection (a))
shall be deemed to be the product of-

Sec. 224(b) 188



Revised April 1978

(A) his average current earnings as initially determined under
subsection (a);

(B) the ratio of (i) the average of the total wages (as defined
in regulations of the Secretary and computed without regard to
the limitations specified in section 209 (a)) reported to the Secre-
tary of the Treasury or his delegate for the calendar year before
the year in which such redetermination is made to (ii) the average
of the total wages (as so defined and computed) reported to the
Secretary of the Treasury or his delegate for calendar year 1977
or, if later, the calendar year before the year in which the reduc-
tion was first computed (but not counting any reduction made in
benefits for a previous period of disability) ; and

(C) in any case in which the reduction was first computed be-
fore 1978, the ratio of (i) the average of the taxable wages re-
ported to the Secretary for the first calendar quarter of 1977 to
(ii) the average of the taxable wages reported to the Secretary
for the first calen lar quarter of the calendar year before the year
in which the reduction was first computed (but not counting any
reduction made in benefits for a previous period of disability).
Any amount determined under this paragraph which is not a
multiple of $1 shall be reduced to the next lower multiple of $1.1

(g) Whenever a reduction in the totsl of benefits for any month
based on an individual's wages and self-employment income is made
under this section, each benefit, except the disability insurance benefit,
shall first be proportionately decreased, and any excess of such reduc-
tion over the sum of all such benefits other-than the disability insur-
ance benefits shall then be applied to such disability insurance benefit.

Suspension of Benefits Based on Disability

See. 225. If the Secretary, on the basis of information obtained by
or submitted to him, believes that an individual entitled to benefits
under section 223, or that a child who has attained the age of eighteen
and is entitled to benefits under section 2C2(d), or that a widow or
surviving divorced wife who has not attained age 60 and is entitled
to benefits under section 202 (e), or that a widower who has not attained
age 60 and is entitled to benefits under section 202(f), may have
ceased to be under a disability, the Secretary may suspend the pay-
ment of benefits under such section 202(d), 202(e), 202(f), or 223,
until it is determined (as provided in section 221) whether or not such
individual's disability has ceased or until the Secretary believes that
such disability has not ceased. In the case of any individual whose dis-
ability is subject to determination under an agreement with a State. I See. 224(f) was ameDded by see. 8(J) of Public Law 94-202 and by see. 353() (2)
of Public Law 95-216.
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under section 221 (b), the Secretary shall promptly notify the appro-
* priate State of his action under this section and shall request a prompt

determination of whether such individual's disability has ceased. For
purposes of this section, the term "disability" has the meaning assigned
to such terni in section 223(d). Whenever the benefits of an individual
entitled to a disability insurance benefit are suspended for any month,
the benefits of any individual entitled thereto under subsection (b),
(c), or (d) of section 202, on the basis of the wages and self-employ-
ment income of such individual, shall be suspended for such month.
The first sentence of this section shall not apply to any child entitled
to benefits under section 20,2(d), if he has attained the age of 18 but
has not attained the age of 22, for any month during which he is a full-
time student (as defined and determined under section 202(d)).



Sec. 226

Entitlement to Hospital Insurance Benefits

Sec. 226.
(a) Every individual who--

(1) has attained age 65, and
(2) is entitled to monthly insurance benefits under section 202

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

(b) Every individual who-
(1) has not attained age 65, and
(2) (A) is entitled to, and has for 24 consecutive calendar

months been entitled to, (i) disability insurance benefits under
section 223 or (ii) child's insurance benefits under section 202(d)
by reason of a disability (as defined in section 223(d)) or (iii)
widow's insurance benefits under section 202(e) or widower's
insurance benefits under section 202(f) by reason of a disability
(as defined in section 223 (d)), or (B) is, and has been for not less
than 24 consecutive months a disabled qualified railroad retire-
inent beneficiary, within the meaning of section 7(d) of the
Railroad Retirement Act of 1974,

shall be entitled to hospital insurance benefits under part A of title
XVIII for each month beginning with the later of (I) July 1973 or
(II) the twcnty-fifth consecutive month of his entitlement or status
as a qualified railroad retirement beneficiary described in paragraph
(2), and ending with the month following the month in which notice
of termination of such entitlement to benefits or status as a qualified
railroad retirement beneficiary described in paragraph (2) is mailed
to him, or if earlier, with the month before the month in u hich he
attains age 65.

(c) For purposes of subsection (a)-
(1) entitlement of an individual to hospital insurance benefits

for a month shall consist of entitlement to have payment made
under, and subject to the limitations in, part A of title XVIII on
his behalf for inpatient hospital services, post-hospital extended
care services, and post-hospital home health services (as such
terms are defined in part C of title XVIII) furnished him in the
United States (or outside the United States in the case of inpa-
tient hospital services furnished under the conditions described in
section 1814 (f)) during s'mch month; except that (A) no such pay-
ment may be made for post-hospital extended care services fur-
nished before January J.967, and (B) no such payment may be
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made for post-hospital extended care services or post-hospital
home health services unless the discharge from the hospital re-
quired to qualify such services for payment under part A of title
XVIII occurred (i) after June 30,1966, or on or after the first day
of the month in which he attains age 65, whichever is later, or (ii)
if ae was entitled to hospital insurance benefits pursuant to sub-
section (b), at a time when he was so entitled; and

(2) an individual shall be deemed entitled to monthly insurance
benefits under section 202 or section 223, or to be a qualified rail-
road retirement beneficiary, for the month in which he died if he
would have been entitled to such benefits, or would have been a
qualified railroad retirement beneficiary, for such month had he
died in the next month.

(d) For purposes of this section, the term "qualified railroad retire-
ment beneficiary" means an individual whose name has been certified
to the Secretary by the Railroad Retirement Board under section
7 (d) of the Railroad Retirement Act of 1974. An individual shall cease
to be a qualified railroad retirement beneficiary at the close of the
month preceding the month which is certified by the Railroad Retire-
ment Board as the month in which lie ceased to meet the requirements
of section 7(d) of the Railroad Retirement Act of 1974.

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

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

in section 214 of this Act) or would be fully or currently insured
if his service as an employee (as defined in the Railroad Retire-
ment Act of 1974) after December 31, 1936, were included in the
term "emj)loyment" as defined in this Act, or (B) is entitled to
monthly insurance benefits under title II of this Act or an annuity
under the Railroad Retirement Act of 1974, or (C) is the spouse
or dependent child (as defined in regulations) of an individual
who is fully or currently insured or would be fully or currently
insured if his service as an employee (as defined in the Railroad
Retirement Act of 1974) after December 31, 1936, were included
in the term "employment" as defined in this Act, or (D) is the
spouse or dependent child (as defined in regulations) of an indi-
vidual entitled to monthly insurance benefits under title II of this
Act or an annuity under the Railroad Retirement Act of 1974; and

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

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

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

(g) The Secretary is authorized to limit reimbursement under Medi-
care for kidney transplant and dialysis to kidney disease treatment
centers which meet such requirements as he may by regulation pre-
scribe: Pro.idcdf, That such requirements must include at least re-
quirements for a minimal utilization rate for covered procedures and
for a medical review board to screen the appropriateness of patients
for the proposed treatment procedures.

(h) (1) For purposes of determining entitlement to hospital insur-
unce benefits u:der subsection (b) in the case of widows and widowers
described in paragraph (2) (A) (iii) thereof-

(A) the term "age 60" in sections 202.(e) (1) (B) (ii), 20-2(e)
(5), 202(f) (1) (B) (ii), and 202 (f) (6) shall be deemed to read
"age 65"; and

(B) the phrase "before she attained age 60" in the matter follow-
ing siiIlpararapll (F) of section 202(e) (1) and the phrase "be-
fore he attained age 60" in the matter following sublparagraph
(F) of section 202(f) (1) shall each be deemed to read "based on a
disability"?1

(2) For purposes of determining entitlement to hospital insurance
benefits under subsection b in the ca:-e of an individual under age
65 who is entitled to benefits inder section 202, and who was entitled
to widow's insurance benefits or widower's insurance benefits based on
disability for the month before the first month in which such individ-
nal was so entitled to old-age insurance benefits (but ceased to-be en-
titled to such widow's or widower's insurance benefits upon becoming
entitled to such old-age insurance benefits), such individual shall be
deemed to have continued to be entitled to such widow's insurance
benefits or widower's insurance benefits for and after such first month.

(3) For purposes of determining entitlement to hospital insurance
benefits under subsection b any disabled widow age ,50 or older who
is entitled to mother's insurance benefits (and who would have been
entitled to widow's insurance benefits by reason of disability if she
had filed for such widow's benefits) shall, upon application, for such
hospital insurance benefits be deemed to have filed for such widow's
benefits and shall, upon furnishing proof of such disability prior to

I Subparagraph (B) was amended by see. 334(d) (4) (B) of Public Law 95-216.
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. July 1, 1974, under such procedures as the Secretary may prescribe, bedeemed to have been entitled to such widow's benefits as of the time she
would have been entitled to such widow's benefits if she had filed a
timely application therefor.

(4) For purposes of determining entitlement to hospital insurance
benefits tiuder subsection (b) in the case of an individual described in
clause (iii) of subsection (b) (2) (A), the entitlement of such indi-
vidual to widow's or widower's insurance benefits under •sction 202 (e)
or (f) by reason of a disability shall be deemed to be the entitlement
to such benefits that would result if such entitlement were determined
without regard to the provisions of section 202 (j) (4).1

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

Transitional Insured Status

See. 227. (a) In the case of any individual who attains the age of
72 before 1969 but who does not meet the requirements of section
214(a), the 6 quarters of coverage referred to in paragraph (1) of
section 214(a) shall, instead, be 3 quarters of coverage for purposes
of determining entitlement of such individual to benefits under sec-
tion 202(a), and of his wife to benefits under section 202(b), but, in
the case of such wife, only if she attains the age of 72 before 1969
and only with respect to wife's insurance benefits under section 202(b)
for and after the month in which she attains such age. For each month
before the month in which any such individual meets the requirements
of section 214(a), the amount of his old-age insurance benefit shall,
notwithstanding the provisions of section 202(a), be the larger of
$64.40 or the amount most recently established in lieu thereof under
section 215(i)2 and the amount of the wife's insurance benefit of his
wife shall, notwithstanding the provisions of section 202(b), be the
larger of $32.20 or the amount most recently established in lieu thereof
under section 215 (i).2

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

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

1 Paragraph (4) was added by see. 332(a) (3) of Public Law 95-21&.
AM See appendix E.
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(2) 4 quarters of coverage if such widow attains the age of 72
in 1967, or

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

The amount of her widow's insurance benefit for each month shall,
notwithstanding the provisions of section 202(e) (and section 202
(m)), be the larger of $64.40 or the amount most recently established
in lieu thereof under section 215(i).1

(c) In the case of any individual who becomes, or upon filing appli-
cation therefor would become, entitled to benefits under section 202(a)
by reason of the application of subsection (a) of this section, who dies,
and whose widow attains the age of 72 before 1969, such deceased in-
dividual shall be deeined to meet the requirements of subsection (b)
of this section for purposes of determining entitlement of such widow
to widow's insurance benefits under section 202 (e).

Benefits at Age 72 for Certain Uninsured Individuals
Eligibility

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

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

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

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

Benefit Amount
(b) (1) Except as provided in paragraph (2), the benefit amount to

which an individual is entitled under this section for any month shall

& See appendix M
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Sbe the larger of $64.40 or the amount most recently established in lieu
thereof under section 215 (i).1

(2) If both husband and wife are entitled (or upon application
would be entitled) to benefits under this section for any month, the
amount of the husband's benefit for such month shall be the larger of
$64.40 or the amount most recently established in lieu thereof under
section 215 (i) I and the amount of the wife's benefit for such month shall
be the larger of $32.20 or the amount most recently established in lieu
thereof under section 215(i).1

Reduction for Governmental Pension System Benefits
(c) (1) The benefit amount of any individual under this section for

any month shall be reduced (but not below zero) by the amount of any
periodic benefit under a governmental pension system for which he is
eligible for such month.

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

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

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

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

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

' See appendix E.
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(A) such individual shall be deemed to have filed application
for such benefits,

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

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

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

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

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

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

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

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

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

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

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

Suspension Where Individual Is Residing Outside the United States
(e) The benefit to which any individual is entitled under this sec-

tion for any month shall not be paid if, during such month, such
individual is not a resident of the United States. For purposes of this
subsection, the term "United States" means the 50 States and the
District of Columbia.
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Treatment as Monthly Insurance Benefits
(f) For purposes of subsections (t) and (u) of section 202, and of

section 1810 a monthly benefit under this section shall be treated as a
monthly insurance benefit payable under section 202.

Annual Reimbursement of Federal Old-Age and Survivors Insurance
Trust Fund

(g) There are authorized to be appropriated to the Federal Old-
Age and Survivors Insurance Trust Fund for the fiscal year ending
June 30, 1969, and for each fiscal year thereafter, such sums as the
Secretary of Health, Education, and Welfare deems necessary on
account of-

(1) payments made under this section during the second pre-
ceding fiscal year and all fiscal years prior thereto to individuals
who, as of the beginning of the calendar year in which falls the
month for which payment was made, had less than 3 quarters of
coverage,

(2) the additional administrative expenses resulting from the
payments described in paragraph (1), and

(3) any loss in interest to such Trust Fund resulting from such
payments and expenses,

* in order to place such Trust Fund in the same position at the end of
such fiscal year as it would have been in if such payments had not
been made.

Definitions
(h) For purposes of this section-

(1) The term "quarter of coverage" includes a quarter of cover-
age as defined in section 5(1) of the Railroad Retirement Act of
1937.

(2) The term "governmental pension system" means the in-
surance system established by this title or any other system or
fund established by the United States, a State, any political sub-
divisicn of a State, or any wholly owned instrumentality of any
one or more of the foregoing which provides for payment of (A)
pensions, (B) retirement or retired pay, or (C) annuities or
similar amounts payable on account of personal services per-
formed by any individual (not including any payment under any
workmen's compensation law or any payment by the Veterans'
Administration as compensation for service-connected disability
or death).

(3) The term "periodic benefit" includes a benefit payable in
a lump sum if it is a commutation of, or a substitute for, periodic

* payment&
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(4) The determination of whether an individual is a husband
or wife for any month shall be made under subsection (h) of sec-
tion 216 without regard to subsections (b) and (f) of section 216.

Benefits in Case of Members of the Uniformed Services

See. 299. (a) For purposes of determining entitlement to and the
amount of any monthly benefit for any month after December 1972,
or entitlement to and the amount of any lump-sum death payment in
case of a death after such month, payable under this title on the basis of
the wages and self-employment income of any individual, and for
purposes of section 216(i) (3), such individual, if he was paid wages
for service as a member of a uniformed service (as defined in section
210(m)) which was included in the term "employment" as defined in
section 210(a) as a result of the provisions of section 210(1), shall be
deemed to have been j)aid-

(1) in each calendar quarter occurring after 1956 and before
1978 in which he was paid such wages, additional wages of $300,
and

(2) in each calendar year occurring after 1977 in which he
was paid such wages, additional wages of $100 for each $300 of
such wages, up to a maximum of $1,200 of additional wages for
any calendar year.'

(b) There are authorized to be appropriated to the Federal Old-
Age and Survivors Insurance Trust Firnd, the Federal Disability In-
surance Trust Fund, and the Federal Hospital Insurance Trust Fund
amually, as benefits under this title and part A of title XVIII are
paid after December 1967, such sums as the Secretary determines to
be necessary to meet (1) the additional costs, resulting from subsection
(a), of such benefits (including lump-sum death payments), (2) the
additional administrative expenses resulting therefrom, and (8) any
loss in interest to such trust funds resulting from the payment of such
amounts. Such additional costs shall be determined after any increases
in such benefits arising from the application of section 217 have been
made.

Adjustment of the Contribution and Benefit Base

See. 230. (a) Whenever the Secretary pursuant to section 215(i)
increases benefits effective with the June following a cost-of-living
computation quarter, he shall also determine and publish in the Federal
Register on or before November I of the calendar year in which such

"Subeection (a) was amended by sec. W53(d) ot Public Law 95-216.
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* quarter occurs the contribution and benefit base determined under sub-
section (b) or (c) 1 which shall be effective with respect to remunera-
tion paid after the calendar year in which such quarter occurs and
taxable years beginning after such year.2

(b) The amount of such contribution and benefit base shall (subject
to subsection (c)) be the amount of the contribution and benefit base
in effect in the year in which the determination is made or, if larger,
the product of-

(1) the contribution and benefit base which is in effect with
respect to remuneration paid in (and taxable years beginning in)
the calendar year in which the determination under subsection
(a) is made, and

(2) the ratio of (A) the average of the total wages (as defined
in regulations of the Secretary and computed without regard to
the limitations specified in section 209 (a)) reported to the Secre-
tary of the Treasury or his delegate for the calendar year before
the calendar year in which the determination under subsection
(a) is made to (B) the average of the total wages (as so defined
and computed) reported to the Secretary of the Treasury or his
delegate for the calendar year before the most recent calendar
year int which an increase in the contribution and benefit base was
enacted or a determination resulting in such an increase was made
under subsection (a),

with such product, if not a multiple of $300, being rounded to the next
higher multiple of $300 where such product is a multiple of $150 but
not of $300 and to the nearest multiple of $300 in any other case.'

(c) For purposes of this section, and for purposes of determining
wages and self-employment income under sections 209, 211, 213, and
215 of this Act and sections 1402, 3121, 3122, 3125, 6413, and 6654 of
the Internal Revenue Code of 1954, (1) the "contribution and benefit
base" with respect to remuneration paid in (and taxable years begin-
ning in) any calendar year after 1973 and prior to the calendar year
with the June of which the first increase in benefits pursuant to section
215(i) of this Act becomes effective shall be $13,200 or (if applicable)
such other amount as may be specified in a law enacted subsequent to
the law which added this section, and (2) the "contribution and benefit
base" with respect to remuneration paid (and taxable years
beginning)-

(A) in 1978 shall be $17,700,
(B) in 1979 shall be $22,900,
(C) in 1980 shall be $25,900, and
(D) in 1981 shall be $29,700.. 1 See Appendix K

* Subsection (a) was amended by see. 103(a) (1) of Public lAw 95-216.
S81-bsectlon (b) was amended by sew. 8(h) of Public Law 94-202. and by sees. 103(a) (2)

and 353(e) of Public Law 95-216.
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* For purposes of determining under subsection (b) the "contribution
and benefit base" with respect to remuneration paid (and taxable years
beginning) in 1982 and subsequent years, the dollar amounts specified
in clause (2) of the preceding sentence shall be considered to have
resulted from the application of such subsection (b) and to be the
amount determined (with respect to the years involved) under that
subsection. For purposes of determining employer tax liability under
section 3221 (a) of the Internal Revenue Code of 1954, for purposes of
determining the portion of the employee representative tax liability
under section 3211(a) of such Code which results from the applica-
tion of the 9.5 percent rate specified therein, and for purposes of com-
puting average monthly compensation under section 3(j) of the Rail-
road Retirement Act of 1974, except with respect to annuity amounts
determined under section 3(a) or (3) (f) (3) of such Act, clause (2)
and the preceding sentence of this subsection shall be disregarded.1

(d) Notwithstanding any other provision of law, the contribution
and benefit base determined under this section for any calendar year
after 1976 for purposes of section 4022(b) (3) (B) of Public Law
93-106, with respect to any plan, shall be the contribution aid benefit
base that would have been determined for such year if this section as
in effect immediately prior to the enactment of the Social Security

* Amendments of 1977 had remained in effect without changed

Benefits in Case of Certain Individuals Interned During World
War II

Sec. 231. (a) For the purposes of this section the term "internee"
means an individual who was interned during any period of time from
December 7, 1941, through December 31, 1946, at a place within the
United States operated by the Government of the United States for the
internment of United States citizens of Japanese ancestry.

"Subsection (M) was amem.•d by see. 103(b) of Public Law 9•5-216.
'Subsection (d) was added by sec. 103(c) of Public Law 95-216.
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(b) (1) For purposes of determining entitlement to and the aniount
,if any monthly benefit for any month after December 1972, or entitle-
ment to and the amount of any lump-sum death payment i4 the case of
a death after such month, payable under this title on the basis of the
wages and self-employment income of any individual, and for purposes
of section 216(i) (3), such individual shall be deemed to have been paid
during any period after he attained age 18 and for which he was an
internee, wages (in addition to any wages actually paid to him) at a
weekly rate of basic pay during such period as follows-

(A) in the case such individual was not employed prior to the
beginning of such period, 40 multiplied by the minimum hourly
rate or rates in effect at any such time under section 206(a) (1) of
title 29, United States Code, for each full week during such pe-
riod; and

(B) in the case such individual who was employed prior to the
beginning of such period, 40 multiplied by the greater of (i) the
highest hourly rate received during any such employment, or (ii)
the minimum hourly rate or rates in effect at any such time under
section 206(a) (1) of title 29, United States Code, for each full
week during such period.

(2) This subsection shall not be applicable in the case of any
monthly benefit or lump-sum death payment if-

(A) a larger such benefit or payment, as the case may be, would
be payable without its application; or

(B) a benefit (other than a benefit payable in a lump-sum unless
it is a commutation of, or a substitute for, periodic payments)
which is based, in whole or in part, upon internment during any
period from December 7, 1941, through December 31, 1946, at a
place within the United States operated by the Government of the
United States for the internment of United States citizens of Jap-
anese ancestry, is determined by any agency or wholly owned in-
btrumentality of the United States to be payable by it under aly
other law of the United States or under a system established by
such agency or instrumentality.

The provisions of clause (B) shall not apply in the case of any monthly
benefit or lump-sum death payment under this title if its application
would reduce by $0.50 or less the primary insurance amount (as com-
puted under section 215 prior to any recomputation thereof pursuant
to subsection (f) of such section) of the individual on whose wages and
self-employment income such benefit or payment is based. The provi-
sions of clause (B) shall also not apply for purposes of section 216
(i) (3).

(3) Upon application for benefits, a recalculation of benefits (by
reason of this section), or a lump-sum death payment on the basis of
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* the wages and self-employment income of any individual who was an
internee, the Secretary of Health, Education, and Welfare shall accept
the certification of the Secretary of Defense or his designee concerning
any period of time for which an internee is to receive credit under para-
graph (1) and shall make a decision without regard to clause (B) of
paragraph (2) of this subsection unless he has been notified by some
other agency or instrumentality of the United States that, on the basis
of the period for which such individual was an internee, a benefit de-
scribed in clause (B) of paragraph (2) has been determined by such
agency or instrumentality to be payable by it. If the Secretary of
Ifealth, Education, and Welfare has not been so notified, he shall then

ascertain whether some other agency or wholly owned instrumentality
of the United States has decided that a benefit described in clause (B)
of paragraph (2) is payable by it. If any such agency or instrumental-
ity has decided, or thereafter decides, thait slich a benefit is payable by
it, it shall so notib the Secretary of Health, Education, and Welfare,
and the Secretary shall certify no further benefits for payment or shall
recompute the amount of any further relief ts payable, as may be re-
quired by this section.

(4) Any agency or wholly owned insf 'umentality of the United
States which is authorized by any law of the United States to pay. benefits, or has a system of benefits which are based, in whole or in
part, on any period for which any individual was an internee shall,
at the request of the Secretary of Health, Education, and Welfare,
certify to him, with respect to any individual who was an internee such
information as the Secretary deems necessary to carry out his func-
tions under paragraph (3) of this subsection.

(c) There are authorized to be appropriated to the Trust Funds and
the Federal Hospital Insurance Trust Fund for the fiscal year ending
June 30, 1978, such sums as the Secretary determines would place the
Trust Funds and the Federal Hospital Insurance Trust Fund in the
position in which they would have been if the preceding provisions
of this section had not been enacted.

Processing of Tax Data

Sec. 232. The Secretary of the Treasury shall make available infor-
mation returns filed pursuant to part III of subchapter A of chapter 61
of subtitle F of the Internal Revenue Code of 1954, to the Secretary
for the purposes of this title and title XI. The Secretary and the Sec-
retary of the Treasury are authorized to enter into an agreement for
the processing by the Secretary of information contained in returns
filed pursuant to part III of subchapter A of chapter 61 of subtitle F

* of the Internal Revenue Code of 1954. Notwithstanding the provisions
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of section 6103 (a) of the Internal Revenue Code of 1954, the Secretary
of the Treasury shall make available to the Secretary such documents
as may be agreed upon as being necessary for purposes of such proc-
essing. The Secretary shall process any withholding tax statements or
other documents made available to him by the Secretary of the Treas-
ury pursuant to this section. Any agreement made pursuant to this
section shall remain in full force and effect until modified or otherwise
changed by mutual agreement of the Secretary and the Secretary of
the Treasury.'

International Agreements 2

Purpose of Agreement

Sec. 233. (a) The President is authorized (subject to the succeeding
provisions of this section) to enter into agreements establishing totali-
zation arrangements between the social security system established
by this title and the social f-ecurity system of any foreign country, for
the purposes of establishing entitlement to and the amount of old-
age, survivors, disability, or derivative benefits based on a combina-
tion of an individual's periods of coverage under the social security
system established by this title and the social security system of such
foreign country.

Definitions

(b) For the purposes of this section-
(1) the term "social security system" means, with respect to a

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

(2) the term "period of coverage" means a period of payment
of contributions or a period of earnings based on wages for
employment or on self-employment income, or any similar period
recognized as equivalent thereto under this title or under the
social security system of a country which is a party to an agree-
ment entered into under this section.

Crediting Periods of Coverage; Conditions of Payment of Benefits

(c) (1) Any agreement establishing a totalization arrangement pur-
suant to this section shall provide-

(A) that in the case of an individual who has at least 6 quar-
ters of coverage as defined in section 213 of this Act and periods of

SSection 232 was added by section 8(b) of Public Law 94-202 effective with respect
to income reports received after 1977.

' Section 233 was added by see. 317 (a) of Public Law 95-216.
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coverage under the social security system of a foreign country
which is a party to such agreement, periods of coverage of such
individual under such social security system of such foreign coun-
try may be combined with periods of coverage under this title and
otherwise considered for the purposes of establishing entitlement
to and the amount of old-age, survivors, and disability insurance
benefits under this title;

(B) (i) that employment or self-employment, or any service
which is recognized as equivalent to employment or self-employ-
ment under this title or the social security system of a foreign
country which is a party to such agreement, shall, on or after the
effective date of such agreement, result in a period of coverage
under the system established under this title or tinder the system
established under the laws of such foreign country, but not under
both, and (ii) the methods and conditions for determining undt r"
which system employment, self-employment, or other service shall
result in a period of coverage; and

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

(2) Any such agreement may provide that-
(A) an individual who is entitled to cash benefits under this

title shall, notwithstanding the provisions of section 20-2(t),
receive such benefits while he resides in a foreign country which is
a party to such agreement; and

(B) the benefit paid by the United States to an individual who
legally resides in the United States shall, if less when added to the
benefit paid by such foreign country than the benefit amount
which would be payable to an entitled individual based on the
first figure in (or deemed to be in) column IV of the table in sec-
tion 215(a) in the case of an individual becoming eligible for
such benefit before January 1, 1979, or based on a primary insur-
ance amount determined under section 215(a) (1) (C) (i) (I) in
the case of an individual becoming eligible for such benefit on or
after that date, be increased so that the total of the two benefits
is equal to the benefit amount which would be so payable.

(3) Section 226 shall not apply in the case of any individual to
whom it would not I e applicable but for this section or any agreement
or regulation under this section.

(4) any such agreement may contain other provisions which are
not inconsistent with the other provisions of this title and which the
President deems appropriate to carry out the purposes of this section.
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Regulations

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

Reports to Congress; Effective Date of Agreements

(e) (1) Any agreement to establish a totalization arrangement
entered into pursuant to this section shall be transmitted by the Presi-
dent to the Congress together with a report on the estimated number
of individuals who will be affected by the agreement and the effect of
the agreement on the estimated income and expenditures of the pro-
grams established by this Act.

(2) Such an agreement shall become effective on any date,
provided in the agreement, which occurs after the expiration of the
period (following the date on which the agreement is transmitted in
accordance with paragraph (1) ) during which each House of the Con-
gress has been in session on each of 90 days; except that such agree-
ment shall not become effective if, during such period, either House of
the Congress adopts a resolution of disapproval of the agreement.

0
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TITLE 111-GRANTS TO STATES FOR UNEMPLOYMENT
COMPENSATION ADMINISTRATION
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Appropriations

Section 301. 'he :uuotnts made available pursuant to section
901(c) (1) (A) for the purpose of assisting the States in the adminis-
tration of their unemployment compensation laws shall be used as
hereinafter provided.

Payments to States

Sec. 302. (a) The Secretary of Labor shall from time to time certify
to the Secretary of the Treasury for payment to each State which has

* an unemployment compensation law approved by the Secretary of
Labor under the Federal Unemployment Tax Act such amounts as
the Secretary of Labor determines to be necessary for the proper and
efficient administration of such law during the fiscal year for which
such payment is to be made. The Secretary of Labor's determination
shall be based on (1) the population of the State; (2) an estimate of
the number of persons covered by the State law and of the cost of
proper and efficient administration of such law; and (3) such other
factors as the Secretary of Labor finds relevant. The Secretary of
Labor shall not certify for payment under this section in any fiscal
year a total amount in excess of the amount appropriated therefor for
such fiscal year.

(b) Out of the sums appropriated therefor, the Secretary of the
Treasury shall, upon receiving a certification under subsection (a)
pay, through the Fiscal Service of the Treasury Department and prior
to audit or settlement by the General Accounting Office, to the State
agency charged with the administration of such law the amount so
certified.

Provisions of State Laws

Sec. 303. (a) The Secretary of Labor shall make no certification
* for payment to any State unless he finds that the law of such State,

'This table of contents does not appear In the law.
(203)



Sec. 303(a)

approved by him under the Federal Unemployment Tax Act, includes
provision for-

(1) Such methods of administration (including after Jan-
uary 1, 1940, methods relating to the establishment and mainte-
nance of personnel standards on a merit basis, except that the
Secretary of Labor shall exercise no authority with respect to the
selection, tenure of office, and compensation of any individual
employed in accordance with such methods) as are found by the
Secretary of Labor to be reasonably calculated to insure full
payment of unemployment compensation when due; and

(2) Payment of unemployment compensation solely through
public employment offices or such other agencies as the Secretary
of Labor may approve; and

(3) Opportunity for a fair hearing, before an impartial tri-
bunal, for all individuals whose claims for unemployment com-
pensation are denied; and

(4) The payment of all money received in the unemployment
fund of such State (except for refunds of sums erroneously paid
into such fund and except for refunds paid in accordance with
the provisions of section 3305(b) of the Federal Unemployment
Tax Act), immediately ,pon such receipt, to the Secretary of the
Treasury to the credit of the Unemployment Trust Fund estab-
lished by section 904; and

(5) Expenditure of all money withdrawn from an unemploy-
ment fund of such State, in the payment of unemployment com-
pensation, exclusive of expenses of administration, and for refunds
of sums erroneously paid into such fund and refunds paid in
accordance with the provisions of section 3305(b) of the Federal
Unemployment Tax Act: Provided, That an amount equal to the
amount of employee payments into the unemployment fund of a
State may be used in the payment of cash benefits to individuals
with respect to their disability, exclusive of expenses of adminis-
tration: Provided further, That the amounts specified by section
903(c) (2) may, subject to the conditions prescribed in su4:h sec-
tion, be used for expenses incurred by the State for administra-
tion of its unemployment compensation law and public employ-
ment offices; and

(6) The making of such reports in such forw and containing
such information, as the Secretary of Labor may from time to
time require, and compliance with such provisions as the Secre-
tary of Labor may from time to time find necessary to assure the
correctness and verification of such reports; and

(7) Making available upon request to Mny agency of the United
States charged with the administration of public works or assist-
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ance through public employment, the name, address, ordinary
occupation and employment status of each recipient of unem-
ployment compensation, and a statement of such recipient's rights
to further compensation under such law; and

(8) Effective July 1, 1941, the expenditure of all moneys re-
ceived pursuant to section 30W2 of this title solely for the purposes
and in the amounts found necessary by the Secretary of Labor for
the proper and efficient administration of such State law; and

(9) Effective July 1, 1941, the replacement, within a reasonable
time, of any moneys received pursuant to section 302 of this title,
which, because of any action or contingency, have been lost or
have been expended for purposes other than, or in amounts in
excess of, those found necessary by the Secretary of Labor for
the proper administration of such State law.

(b) Whenever the Secretary of Labor, after reasonable notice and
opportunity for hearing to the State agency charged with the admin-
istration of the State law, finds that in the administration of the law
there is--

(1) a denial, in a substantial number of cases, of unemploy-
ment compensation to individuals entitled thereto under such
law; or

(2) a failure to comply substantially with any provision speci-
fied in subsection (a) ;

the Secretary of Labor shall notify such State agency that further
payments will not be made to the State until he is satisfied that there
is no longer any such denial or failure to comply. Until the Secretary
of Labor is so satisfied, lie shall make no further certification to the
Secretary of the Treasury with respect to such State: Provided, That
there shall be no finding under clause (1) until the question of entitle-
ment shall have been decided by the highest judicial authority given
jurisdiction under such State law: Provided further, That any co~s
may be paid with respect to any claimant by a State and included as
costs of administration of its law.

(c) The Secretary of Labor shall make no certification for pay-
ment to any State if he finds, after reasonable notice and opportunity
for hearing to the State agency charged with the administration of
the State law-

(1) That such State does not make its records available to
the Railroad Retirement Board, and furnish to the Railroad
Retirement Board at the expense rf the Railroad Retirement
Board such copies thereof as the Railroad Retirement Board
deems necessary for its purposes; or

(2) That such State is failing to afford reasonable cooperation
with every agency of the United States charged with the admin-
istration of any unemployment insurance law.

21-744 0 - 78 - 16
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Judicial Review

Sec. 304. (a) Whenever the Secretary of Labor-
(1) finds that a State law does not include any provision

specified in section 303(a), or
(2) makes a finding with respect to a State under subsection

(b) or (c) of section 303,
such State may, within 60 days after the Governor of the State has
been notified of such action, file with the United States court of
appeals for the circuit in which such State is located or with the
United States Court of Appeals for the District of Columbia, a pe-
tition for review of such action. A copy of the petition shall be forth-
with transmitted by the clerk of the court to the Secretary of Labor.
The Secretary of Labor thereupon shall file in the court the record of
the proceedings on which he based his action as provided in section
2112 of title 28, United States Code.

(b) The findings of fact by the Secretary of Labor, if supported
by substantial evidence, shall be conclusive; but the court, for good
cause shown, may remand the case to the Secretary of Labor to take
further evidence and the Secretary of Labor may thereupon make new
or modified findings of fact and may modify his previous action, and
shall certify to the court the record of the further proceedings. Such
new or modified findings of fact shall likewise be conclusive if sup-
ported by substantial evidence.

(c) The court shall have jurisdiction to affirm the action of the
Secretary of Labor or to set it aside, in whole or in part. The judp-
ment of the court shall be subject to review by the Supreme Couit
of the United States upon certiorari or certification as provided in
section 1254 of title 28 of the United States Code.

(d) (1) The Secretary of Labor shall not withhold any certifica-
tion for payment to any State under section 302 until the expiration
of 60 days after the Governor of the State has been notified of the
action referred to in paragraph (1) or (2) of subsection (a) or until
the State has filed a petition for review of such action, whichever
is earlier.

(2) The commencement of judicial proceedings under this section
shall stay the Secretary's action for a period of 30 days, and the court
may thereafter grant interim relief if warranted, including a further
stay of the Secretary's action and including such other relief as may
be necessary to preserve status or rights.

(e) Any judicial proceedings under this section shall be entitled to,
and, upon request of the Secretary or the State, shall receive a prefer-
ence and shall be heard and determined as expeditiously as possible.
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Part A-Aid to Families With Dependent Children

Appropriation

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

State Plans for Aid and Services to Needy Families With
Children

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

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

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

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

I This table of contents does not appear in the law.
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(4) provide for granting an opportunity for a fair hearing before
* the State agency to any individual whose claim for aid to families with

dependent children is denied or is not acted upon with reasonable
promptness;

(5) provide such methods of administration (including after
January 1, 1940, methods relating to the establislunent and mainte-
nance of personnel standards on a merit basis, except that the Secre-
tary shall exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accordance
with such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan; and'

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

(7) except as may be otherwise provided in clause (8), provide
that the State agency shall, in determining need, take into considera-
tion any other income and resources of any child or relative claiming
aid to families with dependent children, or of any other individual
(living in the -ame home as such child and relati% e) whose needs the
State determines should be considered in determining the need of the

* child or relative claiming such aid, as well as any expenses reasonably
attributable to the earning of any such income; 2

1 In the case of Guam. Puerto Rico, and the Virgin Islands, Section 402(a) (5) read@
as follows:

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

2 P.L. 90-248. sec. 248Rfc). provides:
"Effectzve July 1. 1969, neither the provisions of clauses (A) through (C) of section

402(a) (7) of euch Act as in effect before the enactment of tl'i. Act nor the prnr'sions
of section 402(a) (8) of such Act at amended by section 202(b) of this Act shall apply
in the case of Puerto Rico, the Virgin Islands. or Guam. Effective no later than July 1.
1972. the State plans of Puerto Rico. the Virgin Islands, and Guam approved under sec-
tion 402 of such Act shall provide for the disregarding of income in making the deter-
mination under section 402(a)(7) of cuch Act in amounts (agreed to between the Secre-
tary and the State agencies involved) sumciently lower than the amounts specified In
cectlon 402(a) (8) of such Act to reflect appropriately the applicable differences in income
levels."

P.L. 93-647. sec- 101 (c) (1), provides:
"Notwithstanding the provridons of section 402'a) of the Social Security Act. in addition

to the amOuntR renuired to be Alsrerarded under clause (8) (A) of such section. there is. Imposed the requirement ('nd the State plan shall be Oeemed to include the requirement)
that for the 15 months beginning July 1. 1975. in making the determination under clause
(7). the State arencv shall with resnect to any month in such year and in addition to the
amonuts re-ulred to be disregarded under clause (8) (A). disregard amounts .pyable under
section 457(a) (M)."
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(8) provide that, in making the determination under clause (7),
the State agency-

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

ceiving aid to families with dependent children who is (as
determined by the Stute in accordance with standards pre-
scribed by the Secretary) a full-time student or part-time
student who is not a full-time employee attending a school,
college, or university, or a course of vocational or teclmical
training designed to fit him for gainful employment, and

(ii) in the case of earned income of a dependent child not
included under clause (i), a relative receiving such aid, and
any other individual (living in the same home as such rela-
tive and child) whose needs are taken into account in making
such determination, the first $30 of the total of such earned
income for such month plus one-third of the remainder of
such income for such month (except that the provisions of
this clause (ii) shall not apply to earned income derived from
participation on a project maintained under the programs
established by section 432(b) (2) and (3)) ; and

(B) (i) may, subject to the limitations prescribed by the
Secretary, permit all or any portion of the earned or other income
to be set aside for future identifiable needs of a dependent child,
and (ii) may, before disregarding the amounts referred to in sub-
paragraph (A) and clause (i) of this subparagraph, disregard
not more than $5 per month of any income; except that, with
respect to any month, the State agency shall not disregard any
earned income (other than income referred to in subparagraph
(B)) of-

(C) any one of the persons specified in clause (ii) of subpara-
graph (A) if such person-

(i) terminated his employment or reduced his earned in-
come without good cause within such period (of not less than
30 days) preceding such month as may be prescribed by the
Secretary; or

(ii) refused without good cause, within such period pre-
ceding such month as may be prescribed by the Secretary, to
accept employment in which he is able to engage which is
offered through the public employment offices of the State, or
is otherwise offered by an employer if the offer of such em-
ployer is determined by the State or local agency administer-
ing the State plan, after notification by him, to be a bona fide
offer of employment; or

(D) any of such persons specific in clause (ii) of subpara-
graph (A) if with respect to such month the income of the per-
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sons so specified (within the meaning of clause (7)) was in excess
of their need as determined by the State agency pursuant to
clause (7) (without regard to clause (8)), unless, for any one of
the four months preceding such month, tLe needs of such person
were met by the furnishing of aid under the plan;'

(9) provide safeguards which restrict the use of disclosure of
information concerning applicants or recipients to purposes directly
connected with (A) the administration of the plan of the State ap-
proved under this part, the plan or program of the State under part
B. C, or D of this title or under title I, X, XIV, XVI, XIX, or XX,
or the supplemental security income program established by title XVI,
(B) any investigation, prosecution, or criminal or civil proceeding,
conducted in connection with the administration of any such plan or
program, and (C) the administration of any other Federal or fed-
erally assigned program which provides assistance, in cash or in kind,
or services, directly to individuals on the basis of need; and the safe-
guards so provided shall prohibit disclosure, to any committee or a
legislative body, of any information which identifies by name or
address any such applicant or recipient; 2

(10) provide, effective July 1, 1951, that all individuals wishing to
make application for aid to families with dependent children shall
have opportunity to do so, and that aid to families with dependent
children shall, subject to paragraphs (25) and (26), be furnished with
reasonable promptness to all eligible individuals; 3

(11) provide for prompt notice (including the transmittal of all
relevant information) to the State child support collection agency
(established pursuant to part D of this title) of the furnishing of aid
to families with dependent children with respect to a child who has
been deserted or abandoned by a parent (including a child born out of
wedlock without regard to whether the paternity of such child has
been established) ; 3

(12) provide, effective October 1, 1950, that no aid will be fur-
nished any individual under the plan with respect to any period with
respect to which he is receiving old-age assistance under the State
plan approved under section 2 of this Act;

(13) [Repealed].4
(14) [Repealed].4
(15) provide as part of the program of the State for the provision of

services under title XX (A) for the development of a program, for
each appropriate relative and dependent child receiving aid under the
plan and for each appropriate Individual (living in the same home as a
relative and child receiving such aid) whose needs are taken into ac-

* count in making the determination under clause (7), for preventing
I See also section 101 (c) (1) of Public Law 93-44T.
$ Section 402(a) (9) was amended by Public Laws 93-84T and 94-88.$ Sections 402(a) (10) and 402(a) (11) were amended by Public Law 93--4?.
' See footnote 1 on page 212.
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or reducing the incidence of births out of wedlock and otherwise
strengthening family life, and for implementing such program by
assuring that in all appropriate cases (including minors who can be
considered to be sexually active) family planning services are offered
to them and are provided promptly (directly or under arrangements
with others) to all individuals voluntarily requesting such services,
but acceptance of family planning services provided under the plan
shall be voluntary on the part of such members and individuals and
shall not be a prerequisite to eligibility for or the receipt of any other
service under the plan; and (B) to the extent that services provided
under this clause or clause (14) are furnished by the staff of the State
agency or the local agency administering the State plan in each of the
political subdivisions of the State, for the establislunent of a single
organizational unit in such State or local agency, as the case may be,
responsible for the furnishing of such services; 1

(16) provide that where the State agency has reason to believe that
the home in which a relative and child receiving aid reside is unsuit,-
able for the child because of the neglect, abuse, or exploitation of such
child it shall bring such condition to the attention of the appropriate
court or law enforcement agencies in the State, providing such data
with respect to the situation it may have;

(17) [Repealed].
(18) [Repealed].
(19) provide-

1 In the caoe of Guam, Puerto Rico, and the Virgin Islands, section 402(a) (13), (14),
and (15) read as follows:

"(13) provide a description of the services which the State agency makes available
to maintain and strengthen family life for children, including a description of the steps
taken to assure, in the provision of such services, maximum utilization of other agen-
cies providing similar or related services;

"(14) provide for the development and application of a program for such family serv-
ices as defined in section 406(d) and child welfare services, as defined In section 425,
for each child and relative who receives aid to families with dependent children and
each appropriate individual (living la the same home as a relative and child receiving
such aid whose needs are taken Into account in making the determination under clause
(7)), as may be necessary in the light of the particular home conditions and other needs
of such child, relative, and individuals, In order to assist such child, relative, and In-
dividuals to attain or retain capability for self-support and care and In order to main-
tain and strengthen family life and to foster child development;

"(15) provide (A) for the development of a program, for each appropriate relative and
dependent child receiving aid under the plan and for each appropriate Individual (living
In the same home as a relative and child receiving such aid) whose needs are taken Into
account in making the detern-dnation under clause (7), for preventing or reducing the
incidence of births out of wedlock and otherwise strengthening family life, and for

implementing such program by assuring that in all appropriate cases (including minors
who can be considered to be sexually active) family planning services are offered to

themi and are provided promptly (directly or under arrangements with others) to all
individuals voluntarily requesting such services, but acceptance of family planning
services provided under the plan shall be voluntary on the part of such members and

Individuals and shall not be a prerequisite to eligibility for or the receipt of any other

service under the plan: and (B) to the extent that services provided under this clause

or clause (14) are furnished by the staff of the State agency or the local agency ad-

ministering the State plan in each of the political subdivisions of the State, for the

establishment of a single organizational unit in such State or local agency, as the case

may be, responsible for the furnishing of such service ;".
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(A) that every individual, as a condition of eligibility for aid
under this part, shall register for manpower services, training,
and employment as provided by regulations of the Secretary of
Labor, unless such individual is-

(i) a child who is under age 16 or attending school full
time;

(ii) a person who is ill, incapacitated, or of advanced age;
(iii) a person so remote from a work incentive project

that his effective participation is precluded;
(iv) a person whose presence in the home is required be-

cause of illness or incapacity of another member of the house-
hold;

(v) a mother or other relative of a child under the age of
six who is caring for the child; or

(vi) the mother or other female caretaker of a child, if
the father or another adult male relative is in the home and
not excluded by clause (i), (ii), (iii), or (iv) of this subpara-
graph (unless he has failed to register as required by this
subparagraph, or has been found by the Secretary of Labor
under section 433(g) to have refused without good cause to
participate under a work incentive program or accept
employment as described in subparagraph (F) of this
paragraph) ;

and that any individual referred to in clause (v) shall be advised
of her option to register, if she so desires, pursuant to this para-
graph, and shall be informed of the child care services (if any)
which will be available to her in the event she should decide so
to register;

(B) that aid under the plan will not be denied by reason of
such registration or the individual's certification to the Secretary
of Labor under subparagraph (G) of this paragraph, or by
reason of an individual's participation on a project under the
program established by section 432(b) (2) or (3) ;

(C) for arrangements to assure that there will be made a
non-Federal contribution to the work incentive programs estab-
lished by part C by appropriate agencies of the State or private
organizations of 10 per centumn of the cost of such programs, as
specified in section 435(b) ;

(D) that (i) training incentives authorized under section
434, and income derived from a special work project under the
program established by section 432(b) (3) shall be disregarded
in determining the needs of an individual under section 402 (a)
(7), and (ii) in determining such inchvidual's needs the addi-
tional expenses attributable to his participation in a program

213 See. 402 (a)
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established by section 432(b) (2) or (3) shall be taken into
account;

(E) [Repealed].
(F) that if and for so long as any child, relative, or individual

(certified to the Secretary of Labor pursuant to subparagraph
(G)) has been found by the Secretary of Labor under section
433(g) to have refused without good cause to participate under a
work incentive program established by part C with respect to
which the Secretary of Labor has determined his participation is
consistent with the purposes of such part C, or to have refused
without good cause to accept employment in which he is able to
engage which is offered through the public employment offices of
the State, or is otherwise offered by an employer if the offer of
such employer is determined, after notification by him, to be a
bona fide offer of employment-

(i) if the relative makes such refusal, such relative's
needs shall not be taken into account in making the deter-
mination under clause (7), and aid for any dependent child
in the family in the form of payments of the type described
in section 406(b) (2) (which in such a case shall be without
regard to clauses (A) through (E) thereof) or section 408
will be made;

(ii) aid with respect to a dependent child will be denied
if a child who is the only child receiving aid in the family
makes such refusal;

(iii) if there is more than one child receiving aid in
the family, aid for any such child will be denied (and his
needs will not be taken into account in making the deter-
mination under clause (7)) if that child makes such refusal;
and

(iv) if such individual makes such refusal, such individ-
ual's needs shall not be taken into account in making the
determination under clause (7) ;

except that the State agency shall for a period of sixty days, make
payments of the type described in section 406(b) (2) (without
regard to clauses (A) through (E) thereof) on behalf of the rela-
tive specified in clause (i), or continue aid in the crse of a child
specified in clause (ii) or (iii), or take the individual's needs into
account in the case. of an individual specified in clause (iv), but
only if during such period such child, relative, or individual ac-
cepts counseling or other services (which the State agency shall
make available to such child, relative, or individual) aimed at
persuading such relative, child, or individual, as the case may be,
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S to participate in such program in accordance with the deternii•a-
tion of the Secretary of Labor; and

(G) that tile State agency will have in effect a special program
which (i) will be administered by a separate administrative unit
and the employees of which will, to the maximum extent feasible,
perform services only in connection with the administration of
such l)rograln, (ii) will provide (through arrangements with
others or otherwise) for individuals who have been registered
pursuant to subparagraph (A), in accordance with the order of
priority listed in section -133(a), such health, vocational rehabili-
tation, counseling, child care, and other social and supportive
services as are necessary to enable such individuals to accept em-
ployment or receive manpower training provided under part C,
and will, when arrangements have been made to provide necessary
supportive services, including child care, certify to the Secretary
of Labor those individuals who are ready for employment or train-
ing under part C, (iii) will participate in the development of
operational and employability plans under section 433(b); and
(iv) provides for purposes of clause (ii). that, when more than
one kind of child care is available, the mother may choose the type,
but she may not refuse to accept child care services if they are

* available;
(20) effective July 1, 1969, provide for aid to families with de-

pendent children in the form of foster care in accordance with section
408;

(21) [Repealed].
(22) [Repealed].
(23) provide that by July 1, 1969, the amounts used by the State to

determine the needs of individuals will have been adjusted to reflect
fully clhnges in living costs since such amounts were established, and
any maximums that the State imposes on the amount of aid paid to
families will have been propolrtionately adjusted;

(24) provide that if an individual is receiving benefits under title
XVI, then, for the period for which such benefits are received, such
individual shall not be regarded as a member of a family for purposes
of determining the amount of the benefits of the family under this title
and his income and resources shall not be counted as income and
resources of a family under this title:

(25) provide (A) that. as a condition of eligibility under the plan,
each applicant for or recipient of aid shall furnish to the State agency
his social security account number (or numbers, if he has more than
one such number), and (B) that such State agency slall utilize such

* account numbers, in addition to any other means of identification it
may determine to employ in the administration of such plan; 1

I Section 402(a) (25) was added by Public Law 93-647.
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(26) provide that. as a condition of eligibility for aid, each applicant
or recipient will be required-

(A) to assign the State any rights to support from any other
person such applicant may have (i) in his own behalf or in behalf
of any other family member for whom the applicant is applying
for or receiving aid, and (ii) which have accrued at the time such
assignment is executed.

(B) to cooperate with the State (i) in establishing the pWter-
nity of a child born out of wedlock with respect to whom aid is
claimed, and (ii) in obtaining support payments for such appli-
cant and for a child with respect to whom such aid is claimed, or
in obtaining aily other payments or property due slih applicant
or such child, unless (in either case) such applicant or recipient is
found to have good cause for refusing to cooperate as determined
by the State agency in accordance with standards prescribed by
the Secretary, which standards shall take into consideration the
best interests of the child on whose behalf aid is claimed; and
that. if the relative with whom a child is living is found to be
ineligible because of failure to comply with the requirements of
subparagraphs (A) and (B) of this paragraph. any aid for which
such child is eligible will be provided in the form of protective
payments as described in section 406(b) (2) (without regard to
subparagraphs (A) through (E) of such section) ; 1 2

(27) provide, that the State has in effect a plan approved under
part D and operate a child support program in conformity with such
plan; 1 3

(28) provide that, in determining the amount of aid to which an
eligible fanlily is entitled, any portion of the amounts collected in anyparticular month as child support pursuant to a plan approved under
part D, and retained by the State under section 457, which (undei .he
State plan approved under this part as in effect both during July 1975
and during that particular month) would not have caused a reduction
in the amount of aid paid to the family if such amounts had been paid
directly to the family, shall be added to the amount of aid otherwise
payable to such family under the State plan approved under this part;
and 4

('29) effective October 1, 1979. provided that wage information
available from the Social Security Administration under the provi-
sions of section 411 of this Act. and wage information available (under
the provisions of section 33(4(a) (16) of the Federal Unemployment
Tax Act) from agencies administering State unemployment compen-
sation laws, shall be requested and utilized to the extent permitted
' Sections 402(a)(261 and 402(a)(27) were added by Public Law 93-647. The comma

in paragraph (27 is apparently a technical error.
'Section 402(a)(261 was amended by lPublic Law 94-88. See also sections 201(a).

201(hb). and 20A(dW of Public La% 94-88 printed In this document on pp. 76.5 and 766.
3 Section 402(a)(27) was amended by Public Law 94-8S. See also section 201(a) of

Public Law 94-88.
' Section 402(a) (28) added by Public Law 94-88.
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under the provisions of such sections: except that the State shall not
be required to request such information from the Social Security
Administration where such information is available from the agency
administering tlie State uineinployment compensation laws.,

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes as a condition of eligibility for aid to families
with dependent children a residence requirement which denies aid
with respect to any child residing in the State (1) who has resided in
the State for one year immediately preceding the application for such
aid, or (2) who was born within one year immediately preceding the
application, if the parent or other relative with whom the child is liv-
ing has resided in the State for one year immediately preceding the
birth.

(c) The Secretary shall, on the basis of his review of the reports
received from the States under clause (15) of subsection (a), compile
such data as lie believes necessary and from time to time publish his
findings as to the effectiveness of the programs developed and admin-
istered by the States under such clause. The Secretary shall annually
report. to the Congress (with the first such report being mnade on or
before July 1, 1970) on the programs developed and administered by
each State under such clause (15).

Payment to States

Sec. 403.2 (a) From the sums appropriated therefor, the Secre-
tary of the Treasury shall pay to each State which has an approved
plan for aid and services to needy families with children, for each
quarter, beginning with the quarter conimencing October 1. 1958--

(1) in the case of any State other than Puerto Rico. the Virgin
Islands. and Guam, an amount equal to the sain of the following
proportions of the total amounts expended during su('h quarter
as aid to families with dependent children under the State plan
(including expenditures for prenliunus under part B of title
XVIII for individuals who are recipients of money Ipaymnenlts ,li-
der such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)-

(A) five-sixths of such expenditures, not counting so much
of any expenditure with respect to any nionth as exceeds the
product of $18 multiplied by the total number of recipients
of aid to families with dependent children for such month
(which total number, for purposes of this subsection. means
(i) the number of individuals with resl)ect to wlom suchi aid
in the form of money payments is paid for such month. p)lus
(ii) the number of other individuals with respect to whom

1Paragran)h (29) was added by see. 403(c) of P.L. 95-216. The word "provided" appar-
ently should be "urovid&".

2 See also see. 508 of P.L. 94-566 which is printed in this document on p. 793.
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expenditures were made in such month as aid to families with
dependent children in the form of medical or any other type
of remedial care, plus (iii) the number of individuals, not
counted under clause (i) or (ii), with respect to whom pay-
,ments described in section 406(b) (2) are made in such month
and included as expenditures for purposes of this paragraph
or paragraph (2)) ; plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds (i) the product of $32
multiplied by the total number of recipient'; of aid to families
with dependent children (other than such aid in the form
of foster care) for such month, plus (ii) the product of $100
multiplied by the total number of recipients of aid to families
with dependent children in the form of foster care for such
month; and

(2) in the case of Puerto Rico, the Virgin Islands, and Guam,
an amount equal to one-half of the total of the sums expended
during such quarter as aid to families with dependent children
under th2 State plan (including expenditures for premiums under
part B of title XVIII for individuals who are recipients of
money payments under such plan and other insurance premiums
for medical or anly other type of remedial care or the cost thereof)
not counting so much of any expenditure with respect to any

month as exceeds $18 multiplied by the total number of recipients
of such aid for such month; and 1

(3) in the case of any State, an amount equal to the sum of
the following proportions of the total amounts expended during

such quarter as found necessary by the Secretary of Health, Edu-

cation, and Welfare for the proper and efficient administration
of the State plan-

(A) 75 per centuni of so much of such expenditures as are

for the training (including both short- and long-term train-
ing at educational institutions through grants to such insti-

tutions or by direct financial assistance to students enrolled
in such institutions) of personnel employed or preparing for

"employment by the State agency or by the local agency
administering the plan in the political subdivision, and 2

(B) one-half of the remainder of such expenditures,
except that no payment shall be made with respect to amounts ex-

IPursuant to Fec. 9 of the Act of April 19. 1950 (64 Stat. 44. 47). the Wecretary of the
Treasury trust ai-o pay to the States. in addition to the anmints produced by s-ec. 403(a)
of the Social Sec,,rltv .%ct. an -"ront e,'ial t,, s0 w,,',Pnt of t'ne .'te share of assitance
exlwdlitures under the State plan with respect to Navajo and Hopi Indians. (See p. 757.)

' The parenthetical phrase in subparagraph (A) was added by see. 5(b) of P.L. 93-647.
A technical error In that Act indicated that the amendment was to sec. 403(a) (3) (A) (Ili)
rather than to 403(a) (3) (A).
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pended in connection with the provision of any service described
* in section 200"2(a) (1) of this Act other than services the provision of

which is required by section 402(a) (19) to be included in the plan
of the State; and 1

(4) [ Repealed].

IIn the case of Guam, Puerto Rico, and the Virgin Islands, section 403(a) (3) reads
as follows :

"(3) in the case of any State, an amount equal to the sum of the following propor-
tions of the total amounts expended during suc:i quarter as found necessary by the
Secretary of Health. Education. and Welfare for the proper and efficient administration
of the State plan-

"'(A) 75 per centum of so much of such expenditures as are for-
"(Ii any of the services described In clauses (14) and (15) of section 402(a)

which are provided to any child or relative who Is receiving aid under the plan.
or to any other individual (living In the tamne home as such relative and child)
%hose needs are taken into account in making the determination under clause
(7) of such section.

"ll' any of the services described In clauses (14) and (15) of section 402(a)
which are provided to any child or relative who is applying for aid to familiei
with dependent children or who. within such period or periods as the Secre-
tary may prescribe, has been or Is likely to become an applicant for or recipient
of such aid.

"(III) the training (including both short- and long-term training at educa-
tional inbtitutions t.arough grants to such institutions or by direct financial
assistance to students enrolled In such institutions) of personnel employed or
preparing for employment by the State agency or by the local agency adminis-
tering the plan in the political subdivision.

"(B) one-half of the remainder of such expenditures.
"The services referred to in subparagraph (A) shall Include only-

"(C) services provided by the staff of the State agency, or of the local agency
administering the State plan in the political subdivision: Provided, T-iat no funds
authorized under this part ,,hall be available for services defined as vocational re-
habilitation services under the Vocational Rehabilitation Act (1) which are available
to individuals in need of them under programs for their rehabilitation carried on
under a State plan approved under such Act. or (II) which the State agency or agen-
cies admini'ztering or supervising the administration of the State plan approved
under such Act are able and willing to provide If reimbursed for the cost thereof
pursuant to agreement under subparagraph (D), If proGided by such staff, and

"(D) under conditions which shall be prescribed by the Secretary, services which
In the judgment of the Stat - agency cannot be as economically or as effectively pro-
vided by the staff of such State or local agency and are not otherwise reasonably
available to Individuals In need of them, and which are provided, pursuant to agree-
ment with the State agency, by the State health authority or the State agency or
agencies administering or supervising the administration of the State plan for voca-
tional rehabilitation services approved under the Vocational Rehabilitation Act or by

any other State agency which the Secretary may determine to be appropriate (whether
provided by Its staff or by contract with public (local) or nonprofit private agencies) ;

except that services described In clause (11) of subparagraph (C) hereof aiy be provided

only pursuant to agreement with such State agency or agencies administering or super-

vising the administration of the State plan for vocational rehabilitation services so

approved; and except that, to the extent specified by the Secretary, child-welfare services,

family planning services, and family services may be provided from sources other than

those referred to in subparagraphs (C) and (D). The portion of the amount expended

for administration of the State plan to which subparagraph (A) applies and the portion

thereof to which subparagraph (B) applies shall be determined in accordance with such

methods and procedures as may be permitted by the Secretary.".
Section 248ib) of the Social Security Amendments of 1967 also applies:

"(b) Notwithstanding subparagraphs (A) and (B) of section 403(a)(3) of such

Act (as amended by this Act), the rate specified in such subparagraphs in the case of

Puerto Rico, the Virgin Islands, and Guam, shall be 60 per centum rather than

75 or 85 per centum) ".
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(5) in the ca"e of any State, an amount equal to 50 per centum
of the total amount expended under the State plan during such
quarter as emergency assistance to needy families with children.

The number of individuals with respect to whom payments de-
scribed in section 406(b) (2) are made for any month, who may be
included as recipients of aid to families with dependent children for
purposes of paragraph (1) or (2), may not exceed 20 per centuni of
the number of other recipients of aid to families with dependent chil-
dren for such month. In computing such 20 percent, there shall not
be taken into account individuals with respect to whom such pay-
ments are made for any month in accordance with section 40"2(a) (19)
(F) or section 402 (a) (26).

In the case of calendar quarters beginning after September 30,
1977, and prior to April 1, 1978, the amount to be paid to each State
(as determined under the preceding provisions of this subsection or
section 1118, as the case may be) shall be increased in accordance with
the provisions of subsection (i) of this section.1

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of
subsection (a), such estimate to be based on (A) a report filed
by the State containing its estimate of the total sum to be ex-
pended in such quarter in accordance with the provisions of such
subsection and stating the amount appropriated or made available
by the State and its political subdivisions for such expenditures
in such quarters, and if such amount is less than the State's pro-
portionate share of the total sum of such estimated expenditures,
the source or sources from which the difference is expected to be
derived, (B) records showing the number of dependent children
in the State, and (C) such other investigation as the Secretary
may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health. Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which the
Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount
which should have been paid to the State for such quarter, and

'Subsectlon (a) was amended by P L. !.4-1R. by qec. 3(a) (1) of P.L. 95-171, and by see.
401(10 of P.L. 95-216. See also see. 3tb, of PoL 95-171 which appears in this document
on p. 802.
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(B) reduced by a sum equivalent to the pro rata share to which
the United States is equitably entitled, as determined by the Sec-
retary of Health, Education, and Welfare, of the net amount re-
covered during any prior quarter by the State or any political
subdivision thereof with respect to aid to families with dependent
children furnished under the State plan; except that such in-
creases or reductions shall not be made to the extent that such

21-746 0 - 78 - 17
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sums have been applied to make the amount certified for any
prior quarter greater or less than the amount estimated by the
Secretary of Health, Education, and Welfare for such prior
quarter.

(,8) The Secretary of the Treasury shall thereupon. through
the Fiscal Service of the Treasury Department and prior to audit
or settlement by the General Accounting Office, pay to the Stat.,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(c) Notwithstanding any other provision of this Act, the Federal
share of assistance payments under this part shall be reduced with
respect to any State for any fiscal year after June 30, 1973, by one per-
centage point for each percentage point by which the number of indi-
viduals certified, under the program of such State established pursuant
to section 402(a) (19) (G), to the local employment office of the State
as being ready for employment or training under part C, is less than 15
per centum of the average number of individuals in such State who,
during such year, are required to be registered pursuant to section
402(a) (19) (A).

(d) (1) Notwithstanding subparagraph (A) of subsection (a) (3)
the rate~specified in such subparagraph shall be 90 per centum (rather
than 75.per centum) with respect to social and supportive services pro-
vided pursuant to section 402 (a) (19) (G).

(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 30, 1973, not more than $750,000,000 shall
be appropriated to the Secretary for payments with respect to services
to which paragraph (1) applies.

(e) [Repealed]. '
(f) Notwithstanding any other provision of this section, the

amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
June 30, 1973, be reduced by I per centum (calculated without regard
to any reduction under section 403(g) ) of such amount if such State-

(1) in the immediately preceding fiscal year failed to carry
out the provisions of section 402(a) (15) (B) as pertain to requir-
ing the offering and arrangement for provision of family plan-
ning services; or

1 In the case of Guam, Puerto Rico, and the Virgin Islands, section 403(e) reads as
follows:

",e) Notwithstanding any other provision of subsection (a). with respect to expendi-
tures during any calendar quarter beginning after December 31. 1972 (as found neces-
sary by the Secretary for the proper and Acient administration of the plan) which are
attrit,urable to the offering, arranging. and furnishing, directly or on a contract basis,
of family planting services and buppl*9, the amount payable to any State under this
part shall be 90 per centum of suchs expenditures.".
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(2) in the immediately preceding fiscal year (but, in the case
of the fiscal year beginning July 1,1972, only considering the third
and fourth quarters thereof), failed to carry out the provisions of
section 402(a) (15) (B) of the Social Security Act with respect
to any individual who, within such period or periods as the Secre-
tary may prescribe, has been an applicant for or recipient of aid
to families with dependent children under the plan of the State
approved under this part.

(g) Notwithstanding any other provision of this section, the
amount payable to any State under this part for quarters in a fiscal
year shall with respect to quarters in fiscal years beginning after
June 30, 1974, be reduced by 1 per centum (calculated without regard
to any reduction under section 403(f)) of such amount if such State
fails to-

(1) inform all families in the State receiving aid to families
with dependent children under the plan of the State approved
under this part of the availability of child health screening serv-
ices under the plan of such State approved under title XIX,

(2) provide or arrange for the provision of such screening
services in all cases where they are requested, or

(3) arrange for (directly or through referral to appropriate
agencies, organizations, or individuals) corrective treatment the
need for which is disclosed by such child health screening services.

(h) Notwithstanding any other provision of this Act, the amount
payable to any State under this part for qui.rters in a fiscal year shall
with respect to quarters beginning after December 31, 1976, be reduced
by 5 per centum of such amount if such State is found by the Secre-
tary as the result of the annual audit to have failed to have an effective
program meeting the requirements of section 402(a) (27) in any fiscal
year beginning after September 30, 1976 (but, in the case of the fiscal
year beginning October 1, 1976, only considering the second, third,
and fourth quarters thereof).

(i) (1) In the case of any calendar quarter which begins after Sep-
tember 30, 1977, and prior to April 1, 1978, the amount payable (as
determined under subsection (a) or section 1118, as the case may be)
to each State which has a State plan approved under this part shall
(subject to the succeeding paragraphs of this subsection) be increased
by an amount equal to the sum of the following:

(A) an amount which bears the same ratio to $46,750,000 as the
amount expended as aid to families with dependent children under
the State plan of such State during the month of DecemIx'r 1976
bears to the amount expended as aid to families with dependent
children under the State plans of all States during such month,
and

See. 403(f )
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(B) (i) in the case of Puerto Rico, Guam, and the Virgin Is-
lands, an amount equal to the amount determined under sub-
paragraph (A) with respect to such State, or

(ii) in the case of any other State, an amount which bears the
same ratio to $46,750,000, minus the amounts determined under
clause (i) of this subparagraph, as the amount allocated to such
State under section 106 of the State and Local Fiscal Assistance
Act of 1972, for the most recent entitlement period for which
allocations have been made under such section prior to the date of
the enactment of this subsection, bears to the total of the amounts
allocated to all States under such section 106 for such period.

(2) As a condition of any State receiving an increase, by reason of
the application of the foregoing provisions of this subsection, in the
amount determined for such State pursuant to subsection (a) or under
section 1118 (as the case may be), such State must agree to pay to any
political subdivision thereof which participates in the cost of the
State's plan approved under this part, during any calendar quarter
with respect to which such increase applies, so much of such increase
as does not exceed 100 per centum of such political subdivision's finan-
cial contribution to the State's plan for such quarter.

(3) Notwithstanding any other provision of this part, the amount
payable to any State by reason of the preceding provisions of this sub-
section for calendar quarters prior to April 1, 1978, shall be made in a
single installment, which shall be payable as shortly after October 1,
1977, as is administratively feasible.1

(j) If the dollar error rate of aid furnished by a State under its
State plan approved under this part with respect to any six-month
period, as based on samples and evaluations thereof, is-

(1) at least 4 per centum, the amount of the Federal financial
participation in the expenditures made by the State in carrying
out such plan during such period shall be determined without
regard to the provisions of this subsection; or

(2) less than 4 per centum, the amount of the Federal financial
participation in the expenditures made by the State in carrying
out such plan during such period shall be the amount determined
without regard to this subsection, plus, of the amount by which
such expenditures are less than they would have been if the
erroneous excess payments of aid had been at a rate of 4 per
centum-,

(A) 10 per centum of the Federal share of such amount,
in case such rate is not less than 3.5 per centum,

(B) 20 per centum of the Federal share of such amount,
in case such rate is at least 3.0 per centum but less than 3.5
per centum,

1 Subsection (1) was added by sec. 401(2) of P.L, 95-216.
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(C) 30 per centum of the Federal share of such amount,
in case such rate is at least 2.5 per centum but less than 3.0
per centum,

(D) 40 per centum of the Federal share of such amount,
in case such rate is at least 2.0 per centum but less than 2.5
per centum,

(E) 50 per centum of the Federal share of such amount,
in case such rate is less than 2.0 per centum.

For purposes of this subsection (i) the term "dollar error rate of aid"
means the total of the dollar error rates of aid for (I) payments to
ineligible families receiving assistance; (II) overpayments to eligible
families receiving assistance; (III) underpayments to eligible families
receiving assistance; and (IV) nonpayments to eligible families not
receiving assistance due to erroneous terminations or denials, and (ii)
the term "erroneous excess payments," means the total of (I) erro-
neous payments to ineligible families receiving assistance, and (II)
overpayments to eligible families receiving assistance.1

Operation of State Plans

See. 404. (a) In the case of any State plan for aid and services
to needy families with children which has been approved by the Sec-
retary of Health, Education, and Welfare, if the Secretary, after rea-
sonable notice and opportunity for hearing to the State agency ad-
ministering or supervising the administration of such plan, finds-

(1) that the plr:i has been so changed as to impose any resi-
dence requiremen; prohibited by section 402(b), or that in the
administration oj the plan any such prohibited requirement is
imposed, with th( knowledge of such State agency, in is substan-
tial number of cases; or

1 Subsection (J) was added by see. 402(a) of P.L 95-216.
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(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 402
(a) to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until he is so satisfied lie shall make no fur-
ther payments to such State (or shall limit payments to categories
under or parts of the State plan not affected by such failure).

(b) No payment to which a State is otherwise entitled under this
title for any period before September 1, 1962, shall be withheld by
reason of any action taken pursuant to a State statute which requires
that aid be denied under the State plan approved under this part with
respect to a child because of the conditions in the home in which the
child resides; nor shall any such payment be withheld for any period
beginning on or after such date by reason of any action taken pursu-
ant to such a statute if provision is otherwise made pursuant to a State
statute for adequate care and assistance with respect to such child.

(c) No State shall be found, prior to January 1, 1977, to have
failed substantially to comply with the requirements of section 402
(a) (27) if, in the judgment of the Secretary, such State is making a
good faith effort to implement the program required by such section.

(d) After December 31, 1976, in the case of any State which is
found to have failed substantially to comply with the requirements of
section 40-2 (a) (27), the reduction in any amount payable to such State
required to be imposed under section 403(h) shall be imposed in lieu
of any reduction, with respect to such failure, which would otherwise
be required to be imposed under this section.

Use of Payments for Benefit of Child

Sec. 405. Whenever the State agency has reason to believe that
any payments of aid to families with dependent children made with
respect to a child are not being or may not be used in the best interests
of the child, the State agency may provide for such counseling and
guidance services with respect to the use of such payments and the
management of other funds by the relative receiving such payments
as it deems advisable in order to assure use of such payments in the
best interests of such child, and may provide for advising such relative
thl'.t continued failure to so use such payments will result in substitu-
tion therefor of protective payments as provided under section 406
(b) (2), or in seeking appointment of a guardian or legal representa-
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tive as provided in section 1111. or in the imposition of criminal or
civil penalties authorized under State law if it is determined by a
court of competent jurisdiction that such relative is not using or has
not used for the benefit of the child any such payments made for that
purpose; and the provision of such services or advice by the State
agency (or the taking of the action specified in such advice) shall not
serve as a basis for withholding funds from such State under section
404 and shall not prevent such payments with respect to such child
from being considered aid to families with dependent children.

Definitions

Sec. 406. When used in this part-
(a) The term "dependent child" means a needy child (1) who has

been deprived of parental support or care by reason of the death, con-
tinued absence from the home, or physical or mental incapacity of a
parent, and who is living with his father, mother, grandfather, grand-
mother, brother, sister, stepfather, stepmother, stepbrother, stepsister,
uncle, aunt, first cousin, nephew, or niece in a place of residence main-
tained by one or more of such relatives as his or their own home, and
(2) who is (A) under the age o& eighteen, or (B) under the age of
twenty-one and (as determined by the State in accordance with
standards prescribed by the Secretary) a student regularly attending
a school, college, or university, or regularly attending a course of
vocational or technical training designed to fit him for gainful
employment;

(b) The term "aid to families with dependent children" means
money payments with respect to, or (if provided in or after the third
month before the month in which the recipient makes application for
aid) medical care in behalf of or any type of remedial care recognized
under State law in behalf of, a dependent child or dependent children,
and includes (1) money payments or medical care or any type of
remedial care recognized under State law to meet the needs of the
relative with whom any dependent child is living (and the spouse of
such relative if living with him and if such relative is the child's
parent and the child is a dependent child by reason of the physical or
mental incapacity of a parent or is a dependent child under section
407), and (2) payments with respect to any dependent child (includ-
ing payments to meet the needs of the relative, and the relative's
spouse, with whom such child is living, and the needs of any other
individual living in the same home if such needs are taken into account
in making the determination under section 402 (a) (7)) which do not
meet the preceding requirements of this subsection but which would
meet such requirements except that such payments are made to another
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individual who (as determined in accordance with standards prescribed
* by the Secretary) is interested in or concerned with the welfare of

such child or relative, or are made on behalf of such child or relative
directly to a person furnishing food, living accommodations, or other
goods, services, or items to or for such child, relative, or other in-
dividual, but only with respect to a State whose State plan approval
under section 402 includes provision for-

(A) determination by the State agency that the relative of the
child with respect to whom such payments are made has such
inability to manage funds that making payments to him would
be contrary to the welfare of the child and, therefore, it is neces-
sary to provide such aid with respect to such child and relative
through payments described in this clause (2) ;

(B) undertaking and continuing special efforts to develop
greater ability on the part of the relative to manage funds in
such manner as to protect the welfare of the family;

(C) periodic review by such State agency of the determination
under clause (A) to ascertain whether conditions justifying such
determination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that the need for such payments is

* continuing, or is likely to continue, beyond a period specified
by the Secretary;

(D) aid in the form of foster home care in behalf of children
described in section 408 (a) ; and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made.

Payments with respect to a dependent child which are intended to
enable the recipient to pay for specific goods, services, or items rec-
ognized by the State agency as a part of the child's need under the
State plan may (in the discretion of the State or local agency admin-
istering the plan in the political subdivision) be made, pursuant to a
determination referred to in clause (2) (A), in the form of checks
drawn jointly to the order of the recipient and the person furnishing
such goods, services, or items and negotiable only upon endorsement
by both such recipient and such person; and payments so made shall
be considered for all of the purposes of this part to be payments
described in clause (2). Whenever payments with respect to a depend-
ent child are made in the manner described in clause (2) (including
payments described in the preceding sentence), a statement of the
specific reasons for making such payments in that manner (on which

* the determination under clause (2) (A) was based) shall be placed
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in the file maintained with respect to such child by the State or local
agency administering the State plan in the political subdivision?

(c) The term "relative with whom any dependent child is living"
means the individual who is one of the relatives specified in subsection
(a) and with whom such child is living (within the meaning of such
subsection) in a place of residence maintained by such individual
(himself or together with any one or more of the other relatives so
specified) as his (or their) own home.

(d) [Repealed].'
(e) (1) The term "emergency assistance to needy families with chil-

dren" means any of the following, furnished for a period not in ex-
cess of 30 days in any 12-month period, in the case of a needy child

I Subsection (b) was amended by see. 3(a) of P.L 95-171.
2 In the case of Guam, Puerto Rico, and the Virgin Islands. section 406(d) reads as

follows:
"(d) The term 'family services' means services to a family or any member thereof for

the purposes of preserving, rehabilitating, reuniting, or strengthening the family, and
such other services as will assist members of a family to attain or retain capability for
the maximum self-support and personal independence.".
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tinder the age of 21, who is (or, within such period as may be specified
by the Secretary, has been) living with any of the relatives specified
in subsection (a) (1) in a place of residence maintained by one or more
of such relatives as his or their own home, but only where such child
is without available resources, the payments, care, or services involved
are necessary to avoid destitution of such child or to provide living
arrangements in a home for such child, and such destitution or need
for living arrangements did not arise because such child or relative
refused without good cause to accept employment or training for
employment-

(A) money payments, payments in kind, or such other pay-
ments as the State agency may specify with respect to, or medical
care or any other type of remedial care recognized under State
law on behalf of, such child or any other member of the house-
hold in which he is living, and

(B) such services as may be specified by the Secretary;
but only with respect to a State whose State plan approved under sec-
tion 402 includes provision for such assistance.

(2) Emergency assistance as authorized under paragraph (1) may
be provided under the conditions specified in such paragraph to mi-
grant workers with families in the State or in such part or parts
thereof as the State shall designate.

(f) Notwithstanding the provisions of subsection (b), the term "aid
to families with dependent children" does not mean payments with
respect to a parent (or other individual whose needs such State deter-
mines should be considered in determining the need of the child or
relative claiming aid under the plan of such State approved under this
part) of a child who fails to cooperate with any agency or official of
the State in obtaining such support payments for such child. Nothing
in this subsecton shall be construed to make an otherwise eligible
child ineligible for protective payments because of the failure of such
parent (or such other individual) to so cooperate.

Dependent Children of Unemployed Fathers

Sec. 407. (a) The term "dependent child" shall. notwithstand-
ing section 406(a). include a needy child who meets tile requirements
of section 406(a) (2), who has been deprived of parental support or
care by reason of the unemployment (as determined in accordance
with standards prescribed by the Secretary) of his father, and who
is living with any of the relatives specified in section 406(r) (1) in
a place of residence maintained by one or more of such relatives as
his (or their) own home.

(b) The provisions of subsection (a) shall be applicable to a State
if the State's plan approved under section 402-
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(1) requires the payment of aid to families with dependent
children with respect to a dependent child as defied in subsection
(a) when-

(A) such child's father has not been employed (as deter-
mined in accordance with the standards prescribed by the Sec-
retary) for at least 30 days prior to the receipt of such aid,

(B) such father has not without good cause, within such
period (of not less than 30 days) as may be prescribed by the
Secretary, refused a bona fide offer of employment or training
for employment, and

(C) (i) such father has 6 or more quarters of work (as
defined in subsection (d) (1)) in any 13-calendar-quarter
period ending within one year prior to the application for
such aid or (ii) he received unemployment compensation
under an unemployment compensation law of a State or of
the United States, or lie was qualified (within the meaning of
subsection (d) (3)) for unemployment compensation under
the unemployment compensation law of the State, within one
year prior to the application for such aid; and

(2) provides-
(A) for such assurances as will satisfy the Secretary that

fathers of dependent children as defined in subsection (a)
will be certified to the Secretary of Labor as provided in
section 402(a) (19) within thirty days after receipt of aid
with respect to such children;

(B) for entering into cooperative arrangements with the
State agency responsible for administering or supervising the
administration of vocational education in the State, designed
to assure maximum utilization of available public vocational
education services and facilities in the State in order to
encourage the retraining of individuals capable of being
retrained;

(C) for the denial of aid to families with dependent chil-
dren to any child or relative specified in subsection (a)-

(i) if and for so long as such child's father. unless
exempt under section 402(a) (19) (A). is not registered
pursuant to such section for the work incentive program
established under p)art C of this title, or. if lie is exempt
under such section by reason of clause (iii) thereof or
no such program in which lie can effectively participate
has been established or pi-ovided under section 432(a), is
not registered with the public employment offices in the
State, and
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(ii) with respect to any week for which such child's
father qualifies for unemployment compensation under
an unemployment compensation law of a State or of the
United States, but refuses to apply for or accept such
unemployment compensation; and

(D) for the reduction of the aid to families with depend-
ent children otherwise payable to any child or relative speci-
fied in subsection (a) by the amount of any unemployment
compensation that such child's father receives under an un-
employment compensation law of a State or of the United
States."

(c) Notwithstanding any other provisions of this section, expendi-
tures pursuant to this section shall be excluded from aid to families
with dependent children (A) where such expenditures are made under
the plan with respect to any dependent child as defined in subsection
(a), (i) for any part of the 30-day period referred to in subparagraph
(A) of subsection (b) (1), or (ii) for any period prior to the time
when the father satisfies subparagraph (B) of such subsection, and
(B) if, and for as long as, no action is taken (after the 30-day period
referred to in paragraph (A) of subsection (b) (2)), under the pro-
gram therein specified, to certify such father to the Secretary of Labor
pursuant to section 402(a) (19).

(d) For purposes of this section-
(1) the term "quarter of work" with respect to any individual

means a calendar quarter in which such individual received earned
income of not less than $50 (or which is a "quarter of coverage"
as defined in section 213 (a) (2) ), or in which such individual
participated in a community work and training program under
section 409 or any other work and training program subject to the
limitations in section 409, or the work incentive program estab-
lished under part C;

(2) the term "calendar quarter" means a period of 3 consecu-
tive calendar months ending on March 31, June 30, Septem-
ier 30, or December 31; and

(3) an individual shall, for purposes of section 407(b) (1) (C),
be deemed qualified for unemployment compensation under the
State's unemployment compensation law if-

(A) he would have been eligible to receive such unemploy-
ment compensation upon filing application, or

(B) he performed work not covered under such law and
such work, if it had been covered, would (together with any

ISubbection (b) (2) was amended by section 507(a) of P.L 94-56&
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covered work he performed) have made him eligible to
receive such unemployment compensation upon filing
application.1

(e) The Secretary of Health, Education, and Welfare and the
Secretary of Labor shall jointly enter into an agreement with each
State which is able and willing to do so for the purpose of (1)
simplifying the procedures to be followed by unemployed fathers and
other unemployed persons in such State in registering pursuant to
section 402(a) (19) for the work incentive program established by
part C of this title and in registering with public employment offices
(under this section and otherwise) or in connection with applications
for unemployment compensation, by reducing the number of locations
or agencies where such persons must go in order to register for such
programs and in connection with such applications, and (2) pro-
viding where possible for a single registration satisfying this section
and the requirements of both the work incentive program and the
applicable unemployment compensation laws 2

Federal Payments for Foster Home Care of Dependent Children

See. 408. Effective for the period beginning May 1,1961-
(a) The term "dependent child" shall, notwithstanding section

406(a), also include a child (1) who would meet the requirements of
such section 406(a) or of section 407, except for his removal after
April 30, 1961, from the home of a relative (specified in such section
S'_ea)) as a result of a judicial determination to the effect that con-
tinuation therein would be contrary to the welfare of such child, (2)
whose placement and care are the responsibility of (A) the State or
local agency administering the State plan approved under section
402, or (B) any other public agency with whom the State agency ad-
ministering or supervising the administration of such State plan has
made an agreement which is still in effect and which includes provi-
sion for assuring development of a plan, satisfactory to such State
agency, for such child as provided in paragraph (f) (1) and such
other provisions as may be necessary to assure accomplishment of the
objectives of the State plan approved under section 402, (3) who has
been placed in a foster family home or child-care institution as a re-
suit of such determination, and (4) who (A) received aid under such
State plan in or for the month in which court proceedings leading to
such determination were initiated, or (B) (i) would have received
such aid in or for such month if application had been made therefor,

I Paragraph (8) was amended by section 507(b) of P.L. 94-568.
subsection (e) was added by section 57(d) of P.L 94-66.
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or (ii) in the case of a child who had been living with a relative
specified in section 406(a) within six months prior to the month in
which such proceedings were initiated, would have received such aid
in or for such month if in such month he had been living with (and
removed from the home of) such a relative and application had been
made therefor;

(b) the term "aid to families with dependent children" shall, not-
withstanding section 406(b), include also foster care in behalf of a
child described in paragraph (a) of this section-

(1) in the foster family home of any individual, whether the
payment therefor is made to such individual or to a public or
nonprofit private child-placement or child-care agency, or

(2) in a child-care institution, whether the payment therefor
is made to such institution or to a public or nonprofit private
child-placement or child-care agency, but subject to limitations
prescribed by the Secretary with a view to including as "aid to
families with dependent children" in the case of such foster care
in such institutions only those items which are included in such
term- in the case of foster care in the foster family home of an
individual;

(c) the number of individuals counted under clause (A) of sec-
tion 403 (a) (1) for any month shall include individuals (not other-
wise included under such clause) with respect to whom expenditures
were made in such month as aid to families with dependent children
in the form of foster care; and

(d) services described in paragraph (f) (2) of this section shall be
considered as part of the administration of the State plan for purposes
of section 403(a) (3) ;
but only with respect to a State whose State plan approved under
section 402-

(e) includes aid for any child described in paragraph (a) of this
section, and

(f) includes provision for (1) development of a plan for each such
child (including periodic review of the necessity for the child's being
in a foster family home or child-care institution) to assure that
he receives proper care and that services are provided which are de-
signed to improve the conditions in the home from which he was re-
moved or to otherwise make possible his being placed in the home of a
relative specified in section 406(a), and (2) use by the State or local
agency administering the State plan, to the maximum extent practi-
cable, in placing such a child in a foster family home or child-care
institution, of the services of employees, of the State public-welfare
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agency referred to in section 522(a) (relating to allotments to States
* for any child welfare services under part 3 of title V) or any local

agency participating in the administration of the plan referred to in
such section, who perform functions in the administration of such
plan.

For the purposes of this section, the term "foster family home"
means a foster family home for children which is licensed by the State
in which it is situated or has been approved, by the agency of such
State responsible for licensing homes of this type as meeting the stand-
ards established for such licensing; and the term "child-care institu-
tion" means a nonprofit private child-care institution which is licensed
by the State in which it is situated or has been approved, by the agency
of such State responsible for licensing or approval of institutions of
this type, as meeting the standards established for such licensing.

Community Work and Training Programs

Sec. 409. (a). For the purpose of assisting the States in encour-
aging, through community work and training programs of a construc-
tive nature, the conservation of work skills and the development of
new skills for individuals who have attained the age of 18 and are
receiving aid to families with dependent children, under conditions
which are designed to assure protection of the health and welfare of
such individuals and the dependent children involved, expenditures
(other than for medical or any other type of remedial care) for any
month with respect to a dependent child (including payments to meet
the needs of any relative or relatives, specified in section 406(a), with
whom he is living) under a State plan approved under section 402
shall not be excluded from aid to families with dependent children
because such expenditures are made in the form of payments for
work performed in such month by any one or more of the relatives
with whom such child is living if such work is performed for the
State agency or any other public agency under a program (which
need not be in effect in all political subdivisions of the State) admin-
istered by or under the supervision of such State agency, if there is
State financial participation in such expenditures, and if such State
plan includes-

(1) provisions which, in the judgment of the Secretary, pro-
vide reasonable assurance that-

(A) appropriate standards for health, safety, and other
conditions applicable to the performance of such work by
such relatives are established and maintained;

(B) payments for such work are at rates not less than
the minimum rate (if any) provided by or under State law

21-7" 0 - 79 - L8

231



Swe. 409(a)

for the same type of work and not less than the rates prevail-
ing on similar work in the community;

(C) such work is performed on projects which serve a
useful public purpose, do not result either in displacement of
regular workers or in the performance by such relatives of
work that would otherwise be performed by employees of
public or private agencies, institutions, or organizations, and
(except in cases of projects which involve emergencies or
which are generally of a nonrecurring nature) are of a type
which has not normally been undertaken in the past by the
State or community, as the case may be;

(D) in determining the needs of any such relative, any
additional expenses reasonably attributable to such work will
be considered;

(E) any such relative shall have reasonable opportunities
to seek regular employment and to secure any appropriate
training or retraining which may be available;

(F) any such relative will, with respect to the work so per-
formed, be covered under the State workmen's compensation
law or be provided comparable protection; and

(G) aid under the plan will not be denied with respect to
any such relative (or the dependent child) for refusal by such
relative to perform any such work if he has good cause for
such refusal;

(2) provision for entering into cooperative arrangements with
the system of public employment offices in the State looking to-
ward employment or occupational training of any such relatives
performing work under such program, including appropriate pro-
vision for registration and periodic reregist ration of such relatives
and for maximum utilization of the job placement services and
other services and facilities of such offices;

(3) provision for entering into cooperative arrangements with
the State agency or agencies responsible for administering or su-
pervising the administration of vocational education and adult
education in the State., looking toward maximum utilization of
available public vocational or adult education services and facili-
ties in the State in order to encourage the training or retraining
of any such relatives performing work under such program and
otherwise assist them in preparing for regular employment;

(4) provision for assuring appropriate arrangements for the
care and protection of the child during the absence from the home
of any such relative performing work under such program in
order to assure that such absence and work will not be inimical
to the welfare of the child;

E3A



Revised April 1978

(5) provision that there be no adjustment or recovery by the
State or any political subdivis-ion thereof on account of any pay-
ments which are correctly made for such work; and

(6) such other provisions as the Secretary finds necessary to
assure that the operation of such program will not interfere with
achievement of the objectives set forth in section 401.

(b) In the case of any State which makes expenditures in the form
described in subsection (a) under its State plan approved under sec-
tion 402, the proper and efficient administration of the State plan, for
purposes of se--tion 403(a) (3) and (4). may not include the cost of
making or acquiring materials or equipment in connection with the
work performed under a program referred to in subsection (a) or the
cost of supervision of work under such program, and may include only
such other costs attributable to such programs as are permitted by the
Secretary.'

Food Stamp Distribution

See. 410. (a) Any State plan for aid and services to needy families
with children may (but is not required under this title or any other
provision of Federal law to) provide for the institution of procedures,
in any or all areas of the State, by the State agency administering or
supervising the administration of such plan under which any house-

*hold participating in the food stamp program established by the Food
Stamp Act of 1964, as amended, will be entitled, if it so elects, to have
the charges. if any. for its coupon allotment under such program
deducted from any aid, in the form of money payments. which is (or.
except for the deduction of such charge, would be) payable to or with
respect to such household (or any member or members thereof) under
such plan and have its coupon allotment distributed to it with such aid.

(b) Any deduction made pursuant to an option provided in accord-
ance with subsection (a) shall not be considered to be a payment de-
scribed in section 406 (b) (2).

(c) Notwithstanding any other provision of law, no agency which
is designated as a State agency for any State under or pursuant to the
Food Stamp Act of 1964, as aniended, shall be regarded as having
failed to comply with any requirement imposed by or pursuant to such
Act solely because of the failure, of the State agency administering or
supervising the administration of the State plan (approved under this
part) of such State, to institute or carry out a procedure, described in
subsection (a).2

1 P.L. 90-248, see. 204(e) (2) provides:
"The provisions of section 409 of the Social Security Act shall not apply to any State

with respect to any quarter beginning after June 30. 1968.". 2 Section 410 was added by section I (a) of P.L. 94-585. See also section 1(b) of P.L
94-ZiS which is printed on page 794 of this document. Section 410 will be obsnolete upon
implementation of P.L 95-113 which eliminates the Food Stamp purchase requirements.
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Access to Wage Information

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

(b) The Secretary shall establish such safeguards as are necessary
(as determined by the Secretary under regulations) to insure that
information made available under the provisions of this section is used
only for the purposes authorized by this section.'

Part B-Child-Welfare Services

Appropriation

Sec. 420. For the purpose of enabling the United States. through
the Secretary, to cooperate with State public welfare agencies in
establishing, extending, and strengthening child-welfare services, the
following sums are hereby authorized to be appropriated: $196,000,000
for the fiscal year ending June 30, 1973. $211,000,000 for the fiscal year
ending June 30, 1974, $226,000,000 for the fiscal year ending June 30,
1975, $246,000,000 for the fiscal year ending June 30, 1976, and $266,-
000,000 for each fiscal year thereafter.

Allotments to States

Sec. 421. The sum appropriated pursuant to section 420 for each
fiscal year shall be allotted by the Secretary for use by cooperating
State public welfare agencies which have plans developed jointly by
the State agency and the Secretary. as follows: He shall allot $70,000
to each State. and shall allot to each State an amount which bears the
same ratio to the remainder of the sum so appropriated for such year
as the product of (1) the population of such State under the age of
21 and ('2) the allotment percentage of such State (as determined
under section 423) bears to the sum of the corresponding products
of all the States.

Payment to States

Sec. 422. (a) From the sums appropriated therefor and the
allotment available under this part, the Secretary shall from time to
time pay to each State-

sSecltoa 411 was added by sw-. 403(a) of P.L. 95-216.
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(1) that has a plan for child-welfare services which has been
developed as provided in this part and which-

(A) provides that (i) the individual or agency designated
pursuant to section 2003 (d) (1) (C) to administer or super-
vise the administration of the State's services program will
administer or supervise the administration of such plan for
child-welfare services and (ii) to the extent that child-welfare
services are furnished by the staff of the State agency or local
agency administering such plan for child-welfare services, a
single organizational unit in such State or local agency, as the
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case may be, will be responsible for furnishing such child-
welfare services,1

(B) provides for coordination between the services pro-
vided under such plan and the services provided for depend-
ent children under the State plan appro-wd under part A
of this title, with a view to provision of -,ý. 7"re and related
services which will best promote the welfare, of such children
and their families, and

(C) provides, with respect to day care services (includ-
ing the provision of such care) provided under this title-

(i) for cooperative arrangements with the State
health authority and the State agency primarily respon-
sible for State supervision of public schools to assuremaximum utilization of such agencies in the provision of
necessary health services and education for children re-
ceiving day care,

(ii) for an advisory committee, to advise the State
public welfare agency on the general policy involved in
the provision of day care services under the plan, which
shall include among its members representatives of other
State agencies concerned with day care or services related
thereto and persons representative of professiortal or
civic or other public or nonprofit private agencies, orga-
nizations, or groups concerned with the provision of day
care

(iii) for such safeguards as may be necessary to as-
sure provision of day care under the plan only in cases in
which it is in the best interest of the child and the mother
and only in cases in which it is determined, under criteria
established by the State, that a need for such care exists;
and, in cases in which the family is able to pay part or
all of the costs of such care, for payment of such fees as
may be reasonable in the light of such ability,

(iv) for giving priority, in determining the existence
of need for such day care, to members of low-income or
other groups in the population, and to geographical

In the case of Guam, Puerto Rico, and the Virgin Islands, section 422(a) (1) (A) reads
as follows:

"(A) provides that (I) the State agency de gatedtd pursuant to section 402(a)(3) to
administer or supervise the administration of the plan of the State approved under part
A of this title will administer or supervise the administration of such plan for child-
welfare services and (1)1 to the extent that child-welfare services are furnished by the
st#t of the State agency or local agency administering such plan for child-welfare serv-
Ices, the organizational unit In such State or local agency established pursuant to see-
tion 402(a)(15) Will be responsible for furnishing such child-welfare services,".
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areas, which have the greatest relative need for extension
of such day care, and

(v) that day care provided under the plan will be
provided only in facilities (including private homes)
which are licensed by the State, or approved (as meeting
the standards established for such licensing) by the State
agency responsible for licensing facilities of this type,
and

(vi) for the development and implementation of ar-
rangements for the more effective involvement of the
parent or parents in the appropriate care of the child
and the improvement of the health and development of
the child, and

(2) that makes a satisfactory showing that the State is extend-
ing the provision of child-welfare services in the State, with
priority being given to communities with the greatest need for
such services after giving consideration to their relative financial
need, and with a view to making available by July 1, 1975, in
all political subdivisions of the State, for all children in need
thereof, child-welfare services provided by the staff (which shall
to the extent feasible be composed of trained child-welfare per-
sonnel) of the State public welfare agency or of the local agency
participating in the administration of the plan in the political
subdivision,

except that (effective July 1, 1969, or, if earlier, on the date as of
which the modification of the State plan to comply with this require-
ment with respect to subprofessional staff is approved) such plan
shall provide for the training and effective use of paid subprofessional
staff with particular emphasis on the full-time or part-time employ-
ment of persons of low income, as community service aides, in the
administration of the plan and for the use of nonpaid or partially
paid volunteers in providing services and in assisting any advisory
committees established by the State agency, an amount equal to the
Federal share (as determined under section 423) of the total sum
expended under such plan (including the cost of administration of
the plan) in meeting the costs of State, district, county, or other local
child-welfare services, in developing State services for the encourage-
ment and assistance of adequate methods of community child-welfare
organization, in paying the costs of returning any runaway child who
has not attained the age of eighteen to his own community in another
State, and of maintaining such child until such return (for a period
not exceeding fifteen days), in cases in which such costs cannot be met

0
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by the parents of such child or by any person, agency, or institution
legally responsible for the support of such child. In developing such
services for children, the facilities and experience of voluntary agen-
cies shall be utilized in accordance with child-care programs and ar-
rangements in the State and local communities as may be authorized
by the State.

(b) The method of computing and paying such amounts shall be as
follows:

(1) The Secretary shall, prior to the beginning of each period
for which a payment is to be made, estimate the amount to be paid
to the State for such period under the provisions of subsection (a).

(2) From the allotment available therefor, the Secretary shall
pay the amount so estimated, reduced or increased, as the case may
be, by any sum (not previously adjusted under this section) by
which he finds that his estimate of the amount to be paid the State
for any prior period under this section was greater or less than
the amount which should have been paid to the State for such
prior period under this section.

(c) If on December 1, 1974, the agency of a State administering its
plan under this part was not the agency designated pursuant to section
402 (a) (3), subsection (a) (1) (A) of this section shall not apply with
respect to such agency but only so long as such agency is not the

*agency designated under section 2003 (d) (1) (C), and if on December
1, 1974, the local agency administering the plan of a State under this
part in a subdivision of the State is not the local agency in such sub-
division administering the plan of such State under part A of this
title, subsection (a) (1) (A) of this section shall not apply with respect
to such local agency but only so long as such local agency is not the
local agency administering the program of the State for the provision
of services under title XX.

Allotment Percentage and Federal Share

Sec. 423. (a) The "allotment percentage" for any State shall
be 100 per centum less the State percentage; and the State percentage
shall be the percentage which bears the same ratio to 50 per centum as
the per capita income of such State bears to the per capita income of
the United States; except that (1) the allotment percentage shall in
no case be less than 30 per centum or more than 70 per centum, and
(2) the alloment percentage shall be 70 per centum in the case of
Puerto Rico, the Virgin Islands, and Guam.

(b) The "Federal share" for any State for any fiscal year shall be
100 per centum less that percentage which bears the same ratio to
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50 per centum as the per capita income of such States bears to the per
capita income of the United States, except that (1) in no case shall*
the Federal share be less than 331/3 per centum or more than 66% perW
centum, and (2) the Federal( share shall be 66% per centum in the case
of Puerto Rico, the Virgin Islands, and Guam.

(c) The Federal share and allotment percentage for each State
shall be promulgated by the Secretary between October 1 and Novem-
ber 30 of each even-numbered year, on the basis of the average per
capita income of each State and of the United States for the three
most recent calendar years for which satisfactory data are available
from the Department of Commerce. Such promulgation shall be con-
clusive for each of the two fiscal years in the period beginning October
1 next succeeding such promulgation: Provided, That the Federal
shares and allotment percentages promulgated under section 524(c) of
the Social Security Act in 1966 shall be effective for purposes of this
section for the fiscal years ending June 30, 1968, and June 30, 1969.1

(d) For purposes of this section, the term "United States" means
the fifty States and the District of Columbia.

Reallotment

Sec. 424. The amount of any allotment to a State under section
421 for any fiscal year which the State certifies to the Secretary will
not be required for carrying out the State plan developed as provided@
in such section shall be available for reallotment from time to time, on
such dates as the Secretary may fix, to other States which the Secre-
tary determines (1) have need in carrying out their State plans so
developed for sums in excess of those previously allotted to them under
that section and (2) will be able to use such excess amounts during such
fiscal year. Such reallotments shall be made on the basis of the State
plans so developed, after taking inco consideration the population
under the age of twenty-one, and the per capita income of each such
State as compared with the population under the age of twenty-one,
and the per capita income of all such States with respect to which such
a determination by the Secretary has been made. Any amount so real-
lotted to a State shall be deemed part of its allotment under section
421.

Definition

Sec. 425. For purposes of this title, the term "child-welfare
services" means public social services which supplement, or substitute
for, parental care and supervision for the purpose of (1) preventing or

Subsction (e) was amended by section 22 of Public Law 94-273 0
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remedying, or assisting in the solution of problems which may result
*oin, the neglect, abuse, exploitation, or delinquency of children, (2)

protecting and caring for homeless, dependent, or neglected children,
(8) protecting and promoting the welfare of children of working
mothers, and (4) otherwise protecting and promoting the welfare of
children, including the strengthening of their own homes where pos-
sible or, where needed, the provision of adequate care of children
away from their homes in foster family homes or day-care or other
child-care facilities.

Research, Training, or Demonstration Projects

See. 426. (a) There are hereby authorized to be appropriated for
each fiscal year such sums as the Congress may determine--

(1) for grants by the Secretary-
(A) to public or other nonprofit institutions of higher

learning, and to public or other nonprofit agencies and or-
ganizations engaged in research or child-welfare activities,
for special research or demonstration projects in the field of
child welfare which are of regional or national significance
and for special projects for the demonstration of new meth-
ods or facilities which show promise of substantial contri-
bution to the advancement of child welfare;

(B) to State or local public agencies responsible for admin-
istering, or supervising the administration of, the plan under
this part, for projects for the demonstration of the utilization
of research (including findings resulting therefrom) in the
field of child welfare in order to encourage experimental and
special types of welfare services; sad

(C) to public or other nor. -rofit institutions of higher
learning for special projects f , training personnel for work
in the field of child welfare, including traineeships with
such stipends and allowances as may be permitted by the
Secretary; and

(2) for contracts or jointly financed cooperative arrangements
with States and public and other organizations and agencies for
the conduct of research, special projects, or demonstration proj-
ects relating to such matters.

(b) Payments of grants or under contracts or cooperative arrange-
ments under this section may be made in advance or by way of reim-
bursemen~t, and in such installments, as the Secretary may determine;
and shadl be made on such conditions as the Secretary finds neces-
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sary to carry out the purposes of the grants, contracts, or other
arrangements.

Part C-Work Incentive Program for Recipients of Aid Under
State Plan Approved Under Part A

Purpose

Sec. 430. The purpose of this part is to require the establishment
of a program utilizing all available manpower services, including
those authorized under other provisions of law, under which in-
dividuals receiving aid to families with dependent children will be
furnished incentives, opportunities, and necessary services in order for
(1) the employment of such individuals in the regular economy, (2)
the training of such individuals for work in the regular economy, and
(3) the participation of such individuals in public service employ-
ment, thus restoring the families of such individuals to independence
and useful roles in their communities. It is expected that the individ-
uals participating in the program established under this part will
acquire a sense of dignity, self-worth, and confidence which will flow
from being recognized as a wage-earning member of society and that
the example of a working adult in these families will have beneficial
effects on the children in such families.

Appropriation

See. 431. (a) There is hereby authorized to be appropriated to
the Secretary of Health, Education, and Welfare for each fiscal year a
sum sufficient to carry out the purposes of this part. The Secretary of
Health, Education, and Welfare shall transfer to the Secretary of
Labor from time to time sufficient amounts, out of the moneys appro-
priated pursuant to this section, to enable him to carry out such
purposes.

(b) Of the amounts expended from funds appropriated pursuant
to subsection (a) for any fiscal year (commencing with the fiscal year
ending June 30, 1973), not less than 331/3 per centum thereof shall be
expended for carrying out the program of on-the-job training referred
to in section 432(b) (1) (B) and for carrying out the program of pub-
lic service employment referred to in section 432(b) (3).

(c) Of the sums appropriated pursuant to subsection (a) to carry
out the provisions of this part for any fiscal year (commencing with
the fiscal year ending June 30, 1973), not less than 50 percent shall be
allotted among the States in accordance with a formula under which
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each State receives (from the total available for such allotment) an
* amount which bears the same ratio to such total as--

(1) in the case of the fiscal year ending June 30, 1973, and the
fiscal year ending June 30, 1974, the average number of recipients
of aid to families with dependent children in such State during
the month of January last preceding the commencement of such
fiscal year bears to the average number of such recipients during
such month in all the States; and

(2) in the case of the fiscal year ending June 30, 1975, or in the
case of any fiscal year thereafter, the average number of individ-
uals in such State who, during the month of January last preced-
ing the commencement of such fiscal year, are registered pursuant
to section 402(a) (19) (A) bears to the average number of individ-
uals in all States who, during such month, are so registered.

Establishment of Programs

Sec. 432. (a) The Secretary of Labor (hereinafter in this part
referred to as the Secretary) shall, in accordance with the provisions
of this part, establish work incentive programs (as provided for in
subsection (b) of this section) in each State and in each political
subdivision of a State in which he determines there is a significant

number of individuals who have attained age 16 and are receiving
aid to families with dependent children. In other political subdivi-
sions, he shall use his best efforts to provide such programs either
within such subdivisions or through the provision of transportation
for such persons to political subdivisions of the State in which such
programs are established.

(b) Such programs shall include, but shall not be limited to, (1)
(A) a program placing as many individuals as is possible in employ-
ment, and (B) a program utilizing on-the-job training positions for
others, (2) a program of institutional and work experience training
for those individuals for whom such training is likely to lead to regu-
lar employment, and (3) a program of public service employment
for individuals for whom a job in the regular economy cannot be
found.

(c) In carrying out the purposes of this part the Secretary may
make grants to, or enter into agreements with, public or private agen-
cies or organizations (including Indian tribes with respect to Indians
on a reservation), except that no such grant or agreement shall be
made to or with a private employer for profit or with a private non-
profit employer not organized for a public purpose for purposes of the
work experience program established by clause (2) of subsection (b).
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(d) In providing the manpower training and employment services
and opportunities required by this part, the Secretary of Labor shale
to the maximum extent feasible, assure that such services and opportu-
nities are provided by using all authority available to him under this
or any other Act. In order to assure that the services and opportunities
so required are provided, the Secretary of Labor shall use the funds
appropriated to him under this part to provide programs required by
this part through such other Act, to the same extent and under the
same conditions (except as regards the Federal matching percentage)
as if appropriated under such other Act and, in making use of the
programs of other Federal, State, or local agencies (public or pri-
vate), the Secretary of Labor may reimburse such agencies for services
rendered to persons under this part to the extent such services and
opportunities are not otherwise available on a nonreimbursable basis.

(e) The Secretary shall take appropriate steps to assure that the
present level of manpower services available under the authority of
other statutes to recipients of aid to families with dependent children
is not reduced as a result of programs under this part.

(f) (1) The Secretary of Labor shall establish in each State, munic-
ipality, or other appropriate geographic area with a significant num-
ber of persons registered pursuant to section 402 (a) (19) (A) a Labor
Market Advisory Council the function of which will be to identify
and advise the Secretary of the types of jobs available or likely t
become available in the area served by the Council; except that if there
pa already located in any area an appropriate body to perform such
function, the Secretary may designate such body as the Labor Market
Advisory Council for such area.

(2) Any such Council shall include representatives of industry,
labor, and public service employers from the area to be served by the
Council.

(3) The Secretary shall not conduct, in any area, institutional
training under any program established pursuant to subsection (b) of
any type which is not related to jobs of the type which are or are
likely to become available in such area as determined by the Secretary
after taking into account information provided by the Labor Market
Advisory Council for such area.

Operation of Program

See. 433. (a) The Secretary shall provide a program of testing
and counseling for all persons certified to him by a State, pursuant to
section 402(a) (19) (G), and shall select those persons whom he finds
suitable for the programs established by clauses (1) and (2) of section
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432(b). Those not so selected shall be deemed suitable for the program
* established by clause (3) of such section 432(b) unless the Secretary

finds that there is good cause for an individual not to participate in
such program. The Secretary, in carrying out such program for in-
dividuals certified to him under section 402(a) (19) (G), shall accord
priority to such individuals in the following order, taking into account
employability potential: first, unemployed fathers; second, mothers,
whether or not required to register pursuant to section 402(a) (19)
(A), who volunteer for participation under a work incentive program;
third, other mothers, and pregnant women, registered pursuant to sec-
tion 402 (a) (19) (A), who are under 19 years of age; fourth, depend-
ent children and relatives who have attained age 16 and who are not
in school or engaged in work or mar-power training; and fifth, all
other individuals so certified to him.

(b) (1) For each State the Secretary shall develop jointly with the
administrative unit of such St,&te administering the special program
referred to in section 402(a) (19) (G) a statewide operational plan.

(2) The statewide operational plan shall prescribe how the work
incentive program established by this part will be operated at the local
level, and shall indicate (i) for each area within the State the num-
ber and type of positions which will be provided for training, for
on-the-job training, and for public service employment, (ii) the man-

* ner in which the information provided by the Labor Market Advisory
Council (established pursuant to section 432(f)) for any such area
will be utilized in the operation of such program, and (iii) the par-
ticular State agency or administrative unit thereof which will be
responsible for each of the various activities and functions to be per-
formed under such program. Any such operational plan for any State
must be approved by the Secretary, the administrative unit of such
State administering the special program referred to in section 402 (a)
(19) (G), and the regional joint committee (established pursuant to
section 439) for the area in which such State is located.

(3) The Secretary shall develop an employability plan for each
suitable person certified to him under section 402(a) (19) (G) which
shall describe the education, training, work experience, and orienta-
tion which it is determined that such person needs to complete in
order to enable him to become self-supporting.

(c) The Secretary shall make maximum use of services available
from other Federal and State agencies and, to the extent not other-
wise available on a nonreimbursable basis, he may reimburse such
agencies for services rendered to persons under this part.

(d) To the extent practicable and where necessary, work incentive
programs established by this part shall include, in addition to the
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regular counseling, testing, referral available through the Federal-
State Employment Service System, program orientation, basic educa-
tion, training in communications and employability skills, work
experience, institutional training, on-the-job training, job develop-
ment, and special job placement and followup services, required to
assist participant in securing and retaining employment and securing
possibilities for advancement.

(e) (1) In order to develop public service employment under the
program established by section 432(b) (3), the Secretary shall enter
into agreements with (A) public agencies, (B) private nonprofit or-
ganizations established to serve a public purpose, and (C) Indian
tribes with respect to Indians on a reservation, under which individ-
uals deemed suitable for participation in such a program will be pro-
vided work which serves a useful public purpose and which would
not otherwise be performed by regular employees.

(2) Such agreements shall provide--
(A) for the payment by the Secretary to each employer, with

respect to public service employment performed by any individual
for such employer, of an amount not exceeding 100 percent of the
cost of providing such employment to such individual during the
first year of such employment, an amount not exceeding 75 per-
cent of the cost of providing such employment to such individual
during the second year of such employment, and an amount not
exceeding 50 percent of the cost of providing such employment to
such individual during the third year of such employment;

(B) the hourly wage rate and the number of hours per week
individuals will be scheduled to work in public service employ-
ment for such employer;

(C) that the Secretary will have such access to the premises of
the employer as he finds necessary to determine whether such em-
ployer is carrying out his obligations under the agreement and
this part; and

(D) that the Secretary may terminate any agreement under
this subsection at any time.

(3) [Repealed.]
(4) No wage rates provided under any agreement entered into

under this subsection shall be lower than the applicable minimum wage
for the particular work concerned.

(f) Before entering into a project under section 432(b) (3), the
Secretary shall have reasonable assurances that--

(1) appropriate standards for the health, safety, and other
conditions applicable to the performance of work and training on
such project are established and will be maintained,
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(2) such project will not result in the displacement of em-
ployed workers,

(3) with respect to such project the conditions of work, train-
ing, education, and employment are reasonable in the light of such
factors as the type of work, geographical region, and proficiency
of the participant,

(4) appropriate workmen's compensation protection is provided
to all participants.

(g) Where an individual certified to the Secretary of Labor pur-
suant to section 4012(a) (19) (G) refuses without good cause to accept
employment or participate in a project under a program established
by this part, the Secretary of Labor shall (after providing opportimity
for fair hearing) notify the State agency which certified such indi-
vidual and submit such other information as he may have with respect
to such refusal.

(h) With respect to individuals who are participants in public
service employment under the program established by section 432(b)
(3), the Secretary shall periodically (but at least once every six
months) review the employment record of each such individual while
on such special work project and on the basis of such record and such
other information as he may acquire determine whether it would be
feasible to place such individual in reguLr employment or on any of
the projects under the programs established by section 432(b) (1)
and (2).

, Incentive Payment

Sec. 434. (a) The Secretary is authorized to pay to any par-
ticipant under a program established by section 432(b) (2) an incen-
tive payment of not more than $30 per month, payable in such
amounts and at such times as the Secretary prescribes.

(b) The Secretary of Labor is also authorized to pay, to any mem-
ber of a family participating in manpower training under this part,
allowances for transportation and other costs incurred by such mem-
ber, to the extent such costs are necessary to and directly related to the
participation by such member in such training.

Federal Assistance

Sec. 435. (a) Federal assistance under this part shall not exceed
90 per centum of the costs of carrying out this part. Non-Federal con-
tributions may be cash or in kind, fairly evaluated, including but not
limited to plant, equipment, and services

(b) Costs of carrying out this part include costs of training, super-
AOL vision, materials, administration, incentive payments, transportation,

21-746 0 - 78 - 19
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and other items as are authorized by the Secretary, but may not in-
clude any reimbursement for time spent by participants in work, i
training, or other participation in the program.

Period of Enrollment

Sec. 436. (a) The program established by section 432(b) (2)
shall be designed by the Secretary so that the average period of enroll-
ment under all projects under such program throughout any area of
the United States will not exceed one year.

(b) Services provided under this part may continue to be provided
to an individual for such period as the Secretary determines (in ac-
cordance with regulations prescribed jointly by him and the Secre-
tary of Health, Education, and Welfare) is necessary to qualify him
fully for employment even though his earnings disqualify him from
aid under a State plan approved under section 402.

Relocation of Participants

See. 437. The Secretary may assist participants to relocate their
place of residence when he determines such relocation is necessary in
order to enable them to become permanently employable and self-sup-
porting. Such assistance shall be given only to participants who con-
cur in their relocation and who will be employed at their place of
relocation at wage rates which will meet at least their full need as
determined by the State to which they will be relocated. Assistance
under this section shall not exceed the reasonable costs of transporta-
tion for participants, their dependents, and their household belong-
ings plus such relocation allowance as the Secretary determines to be
reasonable.

Participants Not Federal Employees

Sec. 438. Participants in programs established by this part shall
be deemed not to be Federal employees and shall not be subject to the
provisions of laws relating to Federal employment including those re-
lating to hours of work, rates of compensation, leave, unemployment
compensation, and Federal employee benefits.

Rules and Regulations

Sec. 439. The Secretary and the Secretary of Health, Education,
and Welfare, shall, not later than July 1, 1972, issue regulations
to carry out the purposes of this part. Such regulations shall provide
for the establishment, jointly by the Secreta.ry and the Secretary of
Health, Education, and Welfare, of (1) a national coordination com-
mittee the duty of which shall be to establish uniform reporting and
similar requirements for the administration of this part, and (2) a
regional coordination committee for each region which shall be re-
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sponsible for review and approval of statewide operational plans de-
veloped pursuant to section 433 (b).

Annual Report
See. 440. The Secretary shall annually report to the Congress

(with the first such report being made on or before July 1, 1970) on
the work incentive programs established by this part.

Evaluation and Research

Sec. 441. (a) The Secretary shall (jointly with the Secretary
of Health, Education, and Welfare) provide for the continuing evalua-
tion of the work incentive programs established by this part, including
their effectiveness in achieving stated goals and their impact on other
related programs. He also may conduct research regarding ways to
increase the effectiveness of such programs. He may, for this purpose,
contract for independent evaluations of and research regarding such
programs or individual projects under such programs. For purposes of
sections 435 and 443, the cost of carrying out this section shall not be
regarded as costs of carrying out work incentive programs established
by this part. Nothing in this section shall be construed as authorizing
the Secretary to enter into any contract with any organization after

* *une 1, 1970, for the dissemination by such organization of informa-
tion about programs authorized to be carried on under this part.

Technical Assistance for Providers of Employment or Training

Sec. 442. The Secretary is authorized to provide technical assist-
ance to providers of employment or training to enable them to partici-
pate in the establishment and operation of programs authorized to be
established by section 432(b).

Collection of State Share

Sec. 443. If a non-Federal contribution of 10 per centum of the
costs of the work incentive programs established by this part is not
made in any State (as specified in section 402(a)), the Secretary of
Health, Education, and Welfare may withhold any action under sec-
tion 404 because of the State's failure to comply substantially with a
provision required by section 402. If the Secretary of Health, Educa-
tion, and Welfare does withhold such action, he shall, after reasonable
notice and opportunity for hearing to the appropriate State agency or
agencies, withhold any payments to be made to the State under sec-

*1 tions 3(a), 403(a), 1003(a), 1403(a), 1603(a), and 1903(a) until the
amount so withheld (including any amounts contributed by the State
pursuant to the requirement in section 402(a) (19) (C)) equals 10 per
centum of the costs of such work incentive programs. Such withhold-

24O-97



Sec. 443

ing shall remain in effect until such time as the Secretary has assur-
ances from the State that such 10 per centum will be contributed as re-
quired by section 40"2. Amounts so withheld shall be deemed to have
been paid to the State under such sections and shall be paid by the
Secretary of Health, Education, and Welfare to the Secretary. Such
payment shall be considered a non-Federal contribution for purposes
of section 435.

Agreements With Other Agencies Providing Assistance to
Families of Unemployed Parents

Sem. 444. (a) The Secretary is authorized to enter into an agree-
ment (in accordance with the succeeding provisions of this section)
with any qualified State agency (as described in subsection (b)) under
which the program established by the preceding sections of this part
C will (except as otherwise provided in this section) be applicable to
individuals certified by such State agency in the same manner, to the
same extent, and under the same conditions as such program is appli-
cable with respect to individuals certified to the Secretary by a State
agency administering or supervising the administration of a State plan
approved by the Secretary of Health, Education, and Welfare under
part A of this title.

(b) A qualified State agency referred to in subsection (a) is a
State agency which is charged with the administration of a program-

(1) the purpose of which is to provide aid or assistance to the
families of unemployed parents,

(2) which is not established pursuant to part A of title IV of
the Social Security Act,

(3) which is financed entirely from funds appropriated by the
Congress, and

(4) none of the financing of which is made available under
any program established pursuant to title V of the Economic
Opportunity Act.

(c) (1) Any agreement under this section with a qualified State
agency shall provide that such agency, will, with respect to all individ-
uals receiving aid or assistance under the program of aid or assistance
to families of unemployed parents administered by such agency, com-
ply with the requirements imposed by section 402(a) (19) in the
same manner and to the same extent as if (a) such qualified agency
were the agency in such State administering or supervising the ad-
ministration of a State plan approved under part A of this title, and
(B) individuals receiving aid or assistance under the program ad-
ministered by such qualified agency were recipients of aid under a
State plan which is so approved.

(2) Any agreement entered into under this section shall remain in
effect for such period as may be specified in the agreement by the See-

248



See. 452(a)

* ,:etary and the qualified State agency, except that, whenever the Secre-
tary determines, after reasonable notice and opportunity for hearing
to the qualified State agency, that such agency has failed substantially
to comply with its obligations under such agreement, the Secretary
may suspend operation of the agreement until such time as he is
satisfied that the State agency will no longer fail substantially to
comply with its obligations under such agreement.

(3) Any such agreement shall fu,. Lher provide that the agreement
will be inoperative for any calendar quarter if, for the preceding
calendar quarter, the maximum amount of benefits payable under the
program of aid or assistance to families of unemployed parents ad-
ministered by the qualified State agency which is a party to such
agreement is lower than the maximum amount of benefits payable
under such program for the quarter which ended September 30, 1967.

(d) The Secretary shall, at the request of any qualified State
agency referred to in subsection (a) of this section and upon receipt
from it of a list of the names of individuals rereferred to the Secre-
tary, furnish to such agency the names of each individual on such list
participating in public service employment under section 433 (a) (3)
whom the Secretary determines should continue to participate in such
employment. The Secretary shall not comply with any such request

* with respect to an individual on such list unless such individual has
been certified to the Secretary by such agency under section 402(s)
(19) (G) for a period of at least six months.

Part D-Child Support and Establishment of Paternity 12

Appropriation

Sec. 451. For the purpose of enforcing the support obligations
owed by absent parents to their children, locating absent parents,
establishing paternity, and obtaining child support, there is hereby
authorized to be approprited for each fiscal year a sum sufficient to
carry out the purposes of this part.

Duties of the Secretary

Sec. 452. (a) The Secretary shall establish, within the Department
of Health, Education, and Welfare a separate organizational unit,
under the direction of a designlee of the Secretary, who shall report
directly to the Secretary and who shall-

(1) establish such standards for State programs for locating
absent parents, establishing paternity, and obtaining child sup-
port as he determines to be necessary to assure that such programs
will be effective;

a PArt D was established by part B of Public Law 93-647 with 'n effective date of July 1,
1975 ,rxetpt for section 459 which was effective as of January 1,1915.

a TIe g:'!cUva date of July 1. 1975 vtas changed to August 1. 1975 by Public IAw 94-46.

249



Revised April 1978

(2) establish minimum organizational and staffing requirements
for State units engaged in carrying out such programs under
plans approved under this part;

(3) review and approve state plans for such programs;
(4) evaluate the implementation of State programs established

pursuant to such plan, ,-onduct such audits of State programs
established under the plan approved under this part as may be
necessary to assure their conformity with the requirements of this
part, and, not less often than annually, conduct a complete audit
of the programs established under such plan in each State and
determine for the purposes of the penalty provision of section
403(h) whether the actual operation of such programs in each
State coaiforms to the requirements of this part;

(5) assist States in establishing adequate reporting procedures
and maintain records of the operations of programs established
pursuant to this part in each State;

(6) maintain records of all amounts collected and disbursed
under programs established pursuant to the provisions of this part
and of the costs incurred in collecting such amounts;

(7) provide technical assistance to the States to help them es-
tablish effective systems for collecting child support and estab-
lishing paternity;

(8) receive applicat:uns from States for permission to utilize
the courts of the United States to enforce court orders for support
against absent parents and, upon a finding that (A) another State
has not undertaken to enforce the court order of the originating
State against the absent parent within a reasonable time, and (B)
that utilization of the Federal courts is the only reasonable method
of enforcing such order, approve such applications;

(9) operate the Parent Locator Service established by section
453; and

(10) not later than three months after the end of each fiscal
year, beginning with the year 1977, submit to the Congress a full
and complete report on all activities undertaken pursuant to the
provisions of this part, which report shall include, but not be
limited to, the following:

(A) total program costs and collections set forth in
sufficient detail to show the cost to the States and the Federal
Government, the distribution of collections to families, State
and local governmental units, and the Federal Government;
and an identification of the financial impact of the provi-
sions of this part;

(B) costs and staff associated with the Office of Child
Support Enforcement;
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(C) the number of child support cases in each State
during each quarter of the fiscal year last ending before the
report is submitted and during each quarter of the preceding
fiscal year (including the transitional period beginning
July 1, 1976, and ending September 30, 1976, in the case of
the first report to which this subparagraph applies), and the
disposition of such cases;

(D) the status of all State plans under this part as of the
end of the fiscal year last ending before the report is sub-
mitted, together with an explanation of any problems which
are delaying or preventing approval of State plans under
this part;

(E) data, by State, on the use of the Federal Parent
Locator Service, and the number of locate requests submitted
without the absent parent's social security account number;

(F) the number of cases, by State, in which an applicant
for or recipient of aid under a State plan approved under
part A has refused to cooperate in identifying and locating
the absent parent and the number of cases in which refusal
so to cooperate is based on good cause (as determined in
accordance with the standaLds referred to in section 402(a)
(26) (B) (ii)) ;

(G) data, by State, on the use of Federal courts and
on use of the internal Revenue Service for collections, the
number of court orders on which collections were made, the
number of paternity determinations made and the number of
parents located, in sufficient detail to show the cost and bene-
fits to the States and to the Federal Government; and

(H) the major problems encountered which have delayed
or prevented implementation of the provisions of this part
during the fiscal year last ending prior to the submission of
such report.'

(b) The Secretary shall, upon the request of any State leaving in
effect a State plan approved under this part, certify the amount of any
child support obligation assigned to such State to the Secretary of the
Treasury for collection pursuant to the provisions of section 6305 of the
Internal Revenue Code of 1954. No amount may be certified for collec-
tion under this subsection except the amount of the delinquency under
a court order for support and upon a showing by the State that such
State has made diligent and reasonable efforts to collect such amounts
utilizing its own collection mechanisms, and upon an agreement that
the State .will reimburse the United States for any costs involved in

* making the collection. The Secretary after consultation with the Sec-

' Paragraph (10) was amended by sea. 504(a) of P.L. 9140.
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* rotary of the Treasury may, by regulation, establish criteria for ac-
cepting amounts for collection and for making certification under this
sulxction including imposing such limitations on the frequency of
making such certifications under this subsection.

(c) (1) There is hereby established in the Treasury a revolving fund
which shall be available to the Secretary without fiscal year limitation,
to enable him to pay to the States for distribution in accordance with
the provisions of section 457 such amounts as may be collected and paid
(subject to paragraph (2)) into such fund under section 6305 of the
Internal Revenue Code of 1954.

(2) There is hereby appropriated to the fund, out of any moneys
in the Treasury not otherwise appropriated, amounts equal to the
amounts collected under section 6305 of the Internal Revenue Code
of 1954, reduced by the amounts credited or refunded as overpay-
ments of the amounts so collected. The amounts appropriated by the
preceding section shall be transferrred at least quarterly from the gen-
era? fund of the Treasury to the fund on the basis of estimates made
by the Secretary of the Treasury. Proper adjustments shall be made
in the amounts subsequently transferred to the extent prior estimates
were in excess of or less than the amounts required to be transferred.

Parent Locator Service

W See. 453. (a) The Secretary shall establish and conduct a Parent
Locator Service, under the direction of the designee of the Secretary
referred to in section 452(a), which shall be used to obtain and trans-
mit to any authorized person (as defined in subsection (c)) informa-
tion as to the whereabouts of any absent parent when such information
is to be used to locate such parent for the purpose of enforcing support
obligations against such parent.

(b) Upon request, filed in accordance with subsection (d) of any
authorized person (as defined in subsection (c)) for the most recent
address and place of employment of any absent parent, the Secretary
shall, notwithstanding any other provision of law, provide through the
Parent Locator Service such information to such person, if such
information-

(1) is contained in any files or records maintained by the Sec-
retary or by the Department of Health, Education, and Welfare;
or

(2) is not contained in such files or records, but can be obtained
by the Secretary, under the authority conferred by subsection (e),
from any other department, agency, or instrumentality, or the
United States or of any State.

* No information shall be disclosed to any person if the disclosure of
such information would contravene the national policy or security
interests of the United States or the confidentiality of census data. The
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Secretary shall give priority to requests made by any authorized per-
son described in subsection (c) (1).

(c) As used in subsection (a), the term "authorized person" means--
(1) any agent or attorney of any State having in effect a plan

approved under this part, who has the duty or authority under
such plans to seek to recover any amounts owed as child support
(including, when authorized under the State plan, any official of
a political subdivision) ;

(2) the court which has authority to issue an order against an
absent parent for the support and maintenance of a child, or any
agent of such court; and

(3) the resident parent, lega* guardian, attorney, or agent of
a child (other than a child recei,, ing aid under part A of this title)
(as determined by regulations prescribed by the Secretary) with-
out regard to the existence of a court order against an absent par-
ent who has a duty to suplx'rt and maintain any such child.

(d) A request for information under this section shall be filed in
such manner and form as the Secretary shall by regulation prescribe
and shall be accompanied or supported by such documents as the
Secretary may determine to be necessary.

(e) (1) Whenever the Secretary receives a request submitted under
subsection (b) which he is reasonably satisfied meets the criteria estab-
lished by subsections (a), (b), and (c), he shall promptly undertake
to provide the information requested from the files and records main-
tained by any of the departments, agencies, or instrumentalities of the
United States or of any State.

(2) Notwithstanding any other provision of law, whenever the
individual who is the head of any department, agency, or instrumen-
tality of the United States receives a request from the Secretary for
information authorized to be provided by the Secretary under this
section, such individual shall promptly cause a search to be made of
the files and records maintained by such department, agency, or instru-
mentality with a view to determining whether the information
requested is contained in any such files or records. If such search
discloses the information requested, such individuals shall immediately
transmit such informat",n to the Secretary, except that if any infor-
mation is obtained the disci,.-ire of which would contravene national
policy or security interests of the TTnited States or the confidentiality
of census data, such information shai. not be transmitted and such
individual shall immediately notify the Secretaiy If such search fails
to disclose the information requested, such individual shall immedi-
ately so notify the Secretary. The costs incurred by any such depart-
ment, agency, or instrumentality of the United Stabs or of any State
in providing such information to the Secretary shall be reimbursed by
him. Whenever such services are furnished to an individual specified
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* in subsection (c) (3), a fee shall be charged such individual. The fee
so charged shall be used to reimburse the Secretary or his delegate for
the expense of providing such services.

(f) The Secretary, in carrying out his duties and functions under
this section, shall enter into arrangements with State agencies admin-
istering State plans approv-d umder this part for such State agencies
to accept from resident parents, legal guardians, or agents of a child
described in subsection (c) (3) and, after determining that the absent
parent cannot be located through the procedures under the control of
such State agencies, to transmit to the Secretary requests for informa-
tion with regard to the whereabouts of absent parents and otherwise to
cooperate with the Secretary in carrying out the purposes of this
section.

State Plan for Child Support

Sec. 454. A State plan for child support must-
t1) provide that it shall be in effect in all political subdivisions

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

and separate organizational unit, which meets such staffing and
organizational requirements as the Secretary may by regulation
prescribe, within the State to administer the plan;

(4) provide that such State will undertake-
(A) in the case of a child born out of wedlock with respect

to whom an assignment under section 402 (a) (26) of this title
is effective, to establish the paternity of such child unless the
agency administering the plan of the State under part A of
this title determines in accordance with the standards pit-
scribed by the Secretary pursuant to section 402 (a) (26) (B)
that it is against the best interests of the child to do so, and

(B) in the case of any child with respect to whom such
assignment is effective, to secure support for such child
from his parent (or from any other person legally liable for
such support), utilizing any reciprocal arrangements adopted
with other States (unless the agency administering the plan
of the State under part A of this title determines in accord-
ance with the standards prescribed by the Secretary pursuant
to section 402 (a) (26) (B) that it is against the best interests
of the child to do so), except that when such arrangements
and other means have proven ineffective, the State may utilize
the Federal courts to obtain or enforce court orders for

S support; I

Section 454(4) was amended by Public Law 94-88. See also section 203(b) of Publie
Law 94-88 (p. 766 of this document).
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(5) provide that, in any case in which child support payments
are collected for a child with respect to whom an assignment under
section 402 (a) (26) is effective, such payments shall be made to the
State for distribution pursuant to section 457 and shall not be paid
directly to the family except that this paragraph shall not apply
to such payments (except as provided in section 457(c)) for any
month in which the amount collected is sufficient to make such
family ineligible for assistance under the State plan approved
under part A; 1

(6) provide that (A) the child support collection or paternity
determination services established under the plan shall be made
available to any individual not otherwise eligible for such services
upon application filed by such individual with the State, (B) an
application fee for furnishing such services may be imposed, ex-
cept that the amount of any such application fee shall be reason-
able, as determined under regulations of the Secretary, vnd (C)
any costs in excess of the fee so imposed may be collected from such
individual by deducting such costs from the amount of any re-
covery made;

(7) provide for entering into cooperative arrangements with
appropriate courts and law enforcement officials (A) to assist the
agency administering the plan, including the entering into of fi-
nancial arrangements with such courts and officials in order to
assure optimum results under such program. and (B) with respect
to any other matters of common concern to such courts or officials
and the agency administering the plan;

(8) provide that the agency administering the plan will estab-
lish a service to locate absent parents utilizing-

(A) all sources of information and available records, and
(B) the Parent Locator Service in the Department of

Health, Education, and Welfare; 2

(9) provide that the State will, in accordance with standards
prescribed by the Secretary, cooperate with any other State-

(A) in establishing paternity, if necessary,
(B) in locating an absent parent residing in the State

(whether or not permanently) against whom any action is
being taken under a program established under a plan ap-
proved under this part in another State,

(C) in securing compliance by an absent parent residing
in such State (whether or not permanently) with an order
issued by a court of competent jurisdiction against such
parent for the support and maintenance of a child or chil-
dren of such parent with respect to whom aid is being pro-
vided under the plan of such other State, and

1 See also sections 201(b) and 20(b) of Public Law 94-88 tpp. 768 and 766 of this
document).

3 See also section 6103(0) (6) of the I.R.C. (p. 671 of this document).
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(D) in carrying out other functions required under a plan
approved under this part;

(10) provide that the State will maintain a full record of
collections and disbursements made under the plan and have an
adequate reporting system;

(11) provide that amounts collected as child support shall be
distributed as provided in section 457;

(12) provide that any payment required to be made under
section 456 or 457 to a family shall be made to the resident parent,
legal guardian, or caretaker relative having custody of or respon-
sibility for the child or children;

(13) provide that the State will comply with such other re-
quirements and standards as the Secretary determines to be
necessary to the establishment of an effective program for locat-
ing absent parents, establishing paternity, obtaining support
orders, and collecting support payments;

(14) comply with such bonding requirements, for employees
who receive, disburse, handle, or have access to, cash, as the Sec-
retary shall by regulations prescribe; andI

(15) maintain methods of administration which are designed
to assure that persons responsible for handling cash receipts shall
not participate in accounting or operating functions which would
permit them to conceal in the accounting records the misuse of
cash receipts (except that the Secretary shall by regulations pro-
vide for exceptions to this requirement in the case of sparsely pop-
ulated areas where the hiring of unreasonable additional staff
would otherwise be necessary).'

Payments to States

See. 455. (a) From the sums appropriated therefor, the Secretary
shall pay to each State for each quarter, beginning with the quarter
commencing July 1, 1975, an anmount--

(1) equal to 75 percent of the total amounts expended by such
State during such quarter for the operation of the plan approved
under section 454, and

(2) equal to 50 percent of the total amounts expended by such
State during such quarter for the operation of a plan which meets
the conditions of section 454 except as is provided by a waiver
by the Secretary which is granted pursuant to specific authority
set forth in the law;

except that no amount shall be paid to any State on account of furnish-
ing child support collection or paternity determination services (other

1 Paragraphs (14) and (15) were addel ty see. 502(a) of P.L. 95-30.
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than the parent locator services) to individuals under section 454(6)
during any period beginning after September 30, 1978.1

S(b) (1) Prior to the beginning of each quarter, the Secretary shall
*timate the amount to which a State will be entitled under subsection
(a4 for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other
investigation as the Secretary may find necessary.

I Section 455(a) was amended by secs. 201(c) and 205 of P.L. 94-88. by see. 3 of P.L.
94-365, and by see. 4 of P.L. 95-59. See also sec. 508 of P.L. 94-566 which is printed in
this document on p. 793.
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(2) The Secretary shall then pay, in such installments as he may
determine, to the State the amount so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Secretary
determines was made under this section to such State for any prior
quarter and with respect to which adjustment has not already been
made under this subsection.

(3) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.1

Support Obligations

Sec. 456. (a) The support rights assigned to the State under section
402 (a) (26) shall constitute an obligation owed to such State by the
individual responsible for providing such support. Such obligation
shall be deemed for collection purposes to be collectible under all
applicable State and local processes.

(1) The amount of such obligation shall be-
(A) the amount specified in a court order which covers

the assigned support rights, or
(B) if there is no court order, an amount determined by

the State in accordance with a formula approved by the
Secretary, and

(2) Any amounts collected from an absent parent under the
plan shall reduce, dollar for dollar, the amount of his obligation
under paragraphs (1) (A) and (B).

(b) A debt which is a child support obligation assigned to a State
under section 402(a) (26) is not released by a discharge in bankruptcy
under the Bankruptcy Act.

Distribution of Proceeds

See. 457.* (a) The amounts collected as child support by a State
pursuant to a plan approved under this part during the 15 months
beginning July 1,1975, shall be distributed as follows:

(1) 40 per centum of the first $50 of such amounts as are col-
lected periodically which represent monthly support payments
shall be paid to the family without any decrease in the amount
paid as assistance to such family during such month;

(2) such amounts as are collected periodically which are in
excess of any amount paid to the family under paragraph (1)
which represent monthly support payments shall be retained by
the State to reimburse it for assistance payments to the family
during such period (with appropriate reimbursement of the

'Section 455(b) added by Public LAw 94-88. See also section 200 of Publie Law
94-88 (p. 766 of this document).

itSee section 402(a) (28) (p. 220).
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Federal Government to the extent of its participation in the
financing) ;

(3) such amounts as are in excess of amounts retained by the
State under paragraph (2) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(4) such amounts as are in excess of amounts required to be
distributed under paragraphs (1), (2), and (3) shall Ia (A)
retained by the State (with appropriate reimbursement of the
Federal Government to the extent of its participation in the
financing) as reimbursement for any past assistance payments
made to the family for which the State has not been reimbursed or
(B) if no assistance payments have been made by the State which
have not been repaid, such amounts shall be paid to the family.

(b) The amounts collected as child support by a State pursuant to
a plan approved under this part during any fiscal year beginning after
September 30,1976, shall be distributed as follows:

(1) such amounts as are collected periodically which represent
monthly support payments shall be retained by the State to reim-
burse it for assistance payments to the family during such period
(with appropriate reimbursement of the Federal Government to
the extent of its participation in the financing) ;

(2) such amounts as are in excess of amounts retained by the
State under paragraph (1) and are not in excess of the amount
required to be paid during such period to the family by a court
order shall be paid to the family; and

(3) such amounts as are in excess of amounts required to be
distributed under paragraphs (1) and (2) shall be (A) retained
by the State (with appropriate reimbursement of the Federal
Government to the extent of its participation in the financing) as
reimbursement for any past assistance payments made to the
family for which the State has not been reimbursed or (B) if no
assistance payments have been made by the State which have not
been repaid, such amounts shall be paid to the family.

(c) Whenever a family for whom child support payments have been
collected and distributed under the plan ceases to receive assistance
under part A of this title, the State may-

(1) continue to collect amounts of child support payments
which represent monthly support payments from the absent
parent for a period of not to exceed three months from the month
following the month in which such family ceased to receive assist-
ance under part A of this title, and pay all amounts so col-
lected, which represent monthly support payments, to the family;
and

(2) at the end of such th"ek-month period, if the State is au-
thorized to do so by the ir.dividual on whose behalf the collection

21-7" 0 - 78 - 20
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will be made, continue to collect amounts of child support pay-
ments which represent monthly support payments from the absent
parent and pay the net amount of any amount so collected, which
represents monthly support payments, to the family after de-
ducting any costs incurred in making the collection from the
amount of any recovery made,

and so much of any amounts of child support so collected as are in
excess of the payments required to be made in paragraph (1) shall be
distributed in the manner provided by subsection (b) (3) (A) and (B)
with respect to excess amounts described in subsection (b).1

Incentive Payment to Localities

Sec. 458.' (a) When a political subdivision of a State makes, for
the State of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of the support rights
assigned under section 402(a) (26) (either within or outside of such
State), there shall be paid to such political subdivision or such other
State from amounts which would otherwise represent the Federal
share of assistance to the family of the absent parent an amount equal
to 15 per centum of any amount collected and require to be distrib-
uted as provided in section 457 to reduce or repay assistance
payments. 3

(b) Where more than one jurisdiction is involved in such enforce-
ment or collection, the amount of the incentive payment determined
under subsection (a) shall be allocated among the jurisdictions in a
manner to be prescribed by the Secretary.'

Consent by the United States to Garnishment and Similr
Proceedings for Enforcement of Child Support and Alimony
Obligations

Sec. 459. (a) Notwithstanding any other provision of law, effectiVi•e
January 1, 1975, moneys (the entitlement to which is based upon re-
muneration for employment) due from, or payable by, the Unit•d
States or the District of Columbia (including any agency, subdivision,
or instrumentality thereof) to any individual, including members of
the armed services, shall be subject, in like manner and to the same
extent as if the United States or the District of Columbia were a
private person, to legal process brought for the enforcement, against
such individual of his legal obligations to provide child support or
make alimony payments.

I Subsection (c) was amended by see. 11 of P.L. 96-171.
"2ee sections 201(b) and 203(b) of Public law 94-88 (pp. 765 and 766 of this

document).
I Subsection (a) was amended by sea. 503(a) (1) of P.L 95-30.
' Subsection (b wu amended by see. 503(a)(2 of P.R, 95-30.
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* (b) Service of legal process brought for the enforcement of an
individual's obligation to provide child support or make alimony
payments shall be accomplished by certified or registered mail, return
receipt requested, or by personal service, upon the appropriate agent
designated for receipt of such service of process pursuant to regula-
tions promulgated pursuant to section 461 (or, if no agent has been
designated for the governmental entity having payment responsibility
for the moneys involved, then upon the head of such governmental
entity). Such process shall be accompanied by sufficient data to permit
prompt identification of the individual and the moneys involved.1

(c) No Federal employee whose duties include responding to inter-
rogatories pursuant to requirements imposed by section 461 (b) (3)
shall be subject under any law to any disciplinary action or civil or
criminal liability or penalty for, or on account of, any disclosure of
information made by him in connection with the carrying out of any of
his duties which pertain (directly or indirectly) to the answering of
any such interrogatory.1

(d) Whenever any person, who is designated by law or regulation
to accept service of process to which the United States is subject under
this section, is effectively served with any such process or with inter-
rogatories relating to an individual's child support or alimony pay-

* ment obligations, such person shall respond thereto within thirty days
(or within such longer period as may be prescribed by applicable State
law) after the date effective service thereof is made, and shall, as soon
as possible but not later than fifteen days after the date effective service
is so made of any such process, send written notice that such process
has been so served (together with a copy thereof) to the individual
whose moneys are affected thereby at his duty station or last-known
home add) '*S.1

(e) Govwr'ýmental entities affected by legal processes served for the
enforcement', of an individual's child support or alimony payment
obligations Shall not be required to vary their normal pay and dis-
bursement cycles in order to comply with any such legal I rocess-?

(f) Neither the United States, any disbursing officer, nor govern-
mental entity shall be liable with respect to any payment made from
moneys due or payable from the United States to any individual pur-
suant to legal process regular on its face, if such payment is made in
accordance with this section and the regulations issued to carry out
this section.?

iSection 409 was amended by see. 501 of P.L 9"-30..
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Civil Actions To Enforce Child Support Obligations

Sec. 460. The district courts of the United States shall have juris-
diction, without regard to any amount in controversy, to hear and de-
termine any civil action certified by the Secretary of Health, Educa-
tion, and Welfare under section 452(a) (8) of this Act. A civil action
under this section may be brought in any judicial district in which the
claim arose, the plaintiff resides, or the defendant resides.

Regulations Pertaining to Garnishments 1

Sec. 46L(a) Authority to promulgate regulations for the imple-
rientation of the provisions of section 459 shall, insofar as the provi-
sions of such section are applicable to moneys due from (or payable
by)-

(1) the executive branch of the Government (including in such
branch, for the purposes of this subsection, the territories and
possessions of the United States, the United States Postal Service,
The Postal Rate Commission, any wholly owned Federal corpora-
tion created by an Act of Congress, and the government of the
District of Columbia), be vested in the President (or his
designee),

(2) the legislative branch of the Government, be vested jointly
in the President pro tempore of the Senate and the Speaker of
the House of Representatives (or their designees), and

(3) the judicial branch of the Government, be vested in the
Chief Justice of the United States (or his designee).

(b) Regulations promulgated pursuant to this section shall-
(1) in the case of those promulgated by the executive branch

of the Government, include a requirement that the head of each
agency thereof shall cause to be published, in the appendix of the
regulations so promulgated, (A) his designation of an agent or
agents to accept service of process, identified by title of position,
mailing address, and telephone number, and (B) an indication of
the data reasonably required in order for the agency promptly
to identify the individual with respect to whose moneys the legal
process is brought,

(2) in the case of regulations promulgated for the legislative
and judicial branches of the Government set forth, in the appendix
to the regulations so promulgated, (A) the name, position, ad-
dress, and telephone number of the agent or agents who have been
designated for service of process, and (B) an indication of the

I Setion 461 was added by am 501(e) of P.L. 95-80.
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* data reasonably required in order for such entity promptly to
identify the individual with respect to whose moneys the legal
process is brought, and

(3) provide that (A) in the case of regulations promulgated
by the executive branch of the Government, each head of a gov-
ernmental entity (or his designee) shall respond to relev ant in-
terrogatories, if authorized by law of the State in which
legal process will issue, prior to formal issuance of such process,
upon a showing of the applicant's entitlement to child support
or alimony payments, and (B) in the case of regulations promul-
gated for the legislative and judicial branches of the Govern-
ment, the person or persons designated as agents for senrice of
process in accordance with paragraph (2) shall respond to rele-
vant interrogatories if authorized by the law of the State in
which legal process will issue, prior to formal issuance of legal
process, upon a showing of the applicant's entitlement to child
support or alimony payments.

(c) In the event that a governmental entity, which is authorized
under this section or regulations issued to carry out this section to
accept service of process, pursuant to the provisions of subsection (a),
is served with more than one legal process with respect tu J ;- same
moneys due or payable to any individual, then such moneys shall be
available to satisfy such processes on a first-come, first-served basis,
with any such process being satisfied out of such moneys as remain
after the satisfaction of all such processes which have been previously
served.

Definitions 1

Sec. 462. For purposes of section 459-
(a) The term "United States" means the Federal Government of

the United States, consisting of the legislative branch, the judicial
branch, and the executive branch thereof, and each and every depart-
ment, agency, or instrumentality of any such branch, including the
United States Postal Service, the Postal Rate Commission, any wholly
owned Federal corporation created by an Act of Congress, any office,
commission, bureau, or other administrative subdivision or creature
thereof, and the governments of the territories and possessions of the
United States.

(b) The term "child support," when used in reference to the legal
obligations of an individual to provide such support, means periodic
payments of funds for the support and maintenance of a child or chil-
dren with respect to which such individual has such an obligation, and
(subject to and in accordance with State law) includes but is not

SI Section 462 was added by we. 501(d) of P.L. 95-M0.
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limited to, payments to provide for health care, education, recreation,
clothing, or to meet other specific needs of such a child or children;
such term also includes attorney's fees, interest, and court costs, when
and to the extent that the same are expressly made recoverable as such
pursuant to a decree, order, or judgment issued in accordance with
applicable State law by a court of competent jurisdiction.

(c) The term "alimony," when used in reference to the legal obliga-
tions of an individual to provide the same, means periodic payments
of funds for the support and maintenance of the spouse (or former
spouse) of such individual, and (subject to and in accordance with
State law) includes but is not limited to, separate maintenance, ali-
mony pendente lite, maintenance, and spousal support; such term also
includes attorney's fees, interest, and court costs when and to the extent
that the same are expressly made recoverable as such pursuant to a
decree, order, or judgment issued in accordance with applicable State
law by a court of competent jurisdiction. Such term does not include
any payment or transfer of property or its value by an individual to
his spouse or former spouse in compliance with any community prop-
erty settlement, equitable distribution of property, or other division
of property between spouses or former spouses.

(d) The term "private person" means a person who does not have
sovereign or other special immunity or privilege which causes such
person not to be subject to legal process.

(e) The term 'legal process" means any writ, order, summons, or
other similar process in the nature of garnishment, which-

(1) is issued by (A) a court of competent jurisdiction within
any State, territory, or possession of the United States, (B) a
court of competent jurisdiction in any foreign country with which
the United States has entered into an agreement which requires
the United States to honor such process, or (C) an authorized
official purnuant to an order of such a court of competent juris-
diction or pursuant to State or local law, and

(2) is directed to, and the purpose of which is to compel, a
governmental entity, which holds moneys which are otherwise
payable to an individual, to make a payment from such moneys
to another party in order to satisfy a legal obligation of such
individual to provide child support or make alimony payments.

(f) Entitlement of an individual to any money shall be deemed
to be "based upon remuneration for employment," if such money
consists of-

(1) compensation paid or payable for personal services of such
individual, whether such compensation is denominated as wages,
salary, commission, bonus, pay, or otherwise, and includes but is

See.. 462 (b) 258-D



Revised April 1978

not limited to, severance pay, sick pay, and incentive pay, but does
not include awards for making suggestions, or

(2) periodic benefits (including a periodic benefit as defined in
section 228(h) (3) of this Act) or other payments to such indi-
vidual under the insurance system established by title II of this
Act or any other system or fund established by the United States
(as defined in subsection (a)) which provides for the payment of
pensions, retirement or retired pay, annuities, dependents or sur-
vivors' benefits, or similar amounts payable on account of personal
services performed by himself or any other individual (not includ-
ing any payment as compensation for death under any Federal
program, any payment under any Federal program established
to provide "black lung" benefits, any payment by the Veterans'
Administration as pension, or any payments by the Veterans'
Administration as compensation for a service-connected disability
or death, except any compensation paid by the Veterans' Adminis-
tration to a former member of the Armed Forces who is in receipt
of retired or retainer pay if such former member has waived a
portion of his retired pay in order to receive such compensation),
and does not consist of amounts paid, by way of reimbursement or
otherwise, to such individual by his employer to defray expenses
incurred by such individual in carrying out duties associated with
his employment.

(g) In determining the amount of any moneys due from, or pay-
able by, the United States to any individual, there shall be excluded
amounts which-

(1) are owed by sucl. individual to the United States,
(2) are required by law to be, and are, deducted from the

remuneration or other payment involved, including but not limited
to, Federal employment taxes, and fines and forfeitures ordered
by court-martial,

(3) are properly withheld for Federal, State, or local income
tax purposes, if the withholding of such amounts is authorized ol
required by law and if amounts withheld are not greater than
would be the case if such individual claimed all dependents to
which he was entitled (the withholding of additional amounts
pursuant to section 340-2(i) of the Internal Revenue Code of 1954
may be permitted only when such individual presents evidence
of a tax obligation which supports the additional withholding),

(4) are deducted as health insurance premiums,
(5) are deducted as normal retirement contributions (not in-

cluding amounts deducted for supplementary coverage), or
(6) are deducted as normal life insurance premiums from

salary or other remuneration for employment (not including
amounts deducted for supplementary coverage).

Sec. 462(g)258-E
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TITLE V--MATERNAL AND CHILD HEALTH AND
CRIPPLED CHILDREN'S SERVICES
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Authorization of Appropriations

Sec. 501. For the pupl)os of enabling each State to exten-l and
improve (especially in rural areas and in areas suffering from severe

* economic distress), as far as practicable under the conditions in such
State,

(1) services for reducing infant mortality and otherwise pro-
moting the health of mothers and children: and

(2) services for locating, and for medical, surgical, corrective,
and other services and care for and facilities for diagnosis, hos-
pitalization, and aftercare for, children who are crippled or who
are suffering from conditions leading to crippling,

there are authorized to be appropriated $250,000,000 for the fiscal
year ending June 30, 1969, $275,000,000 for the fiscal year ending
June 30, 1970, $1300,000,000 for the fiscal year ending June 30, 1971,
M325.000,000 for the fiscal year ending June 30, 1972.,-L50.W)0.(K)0 for
the fiscal year ending .June 30, 1973. and for each of the next four fiscal
years, and $399.864,200 for the fiscal year ending September 30. 1978,
and for each fiscal year thereafter.:

Purposes for Which Funds Are Available

Sec. 502. Appropriations pursuant to section 501 shall be available
for the following purposes in the following proportions:

(1) In the case of the fiscal year ending June 30, 1969, and each.S of the next 5 fiscal years, (A) 50 percent of the appropriation
I This table of contents does not appear in the law.
2 Section 501 was amended by see. 309(a) of P.LR 95-83.
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for such year shall be for allotments pursuant to sections 503 and
504; (B) 40 percent thereof shall be for grants pursuant to sec-
tions 508, 509, and 510; and (C) 10 percent thereof shall be for
grants, contracts, or other arrangements pursuant to sections 511
and 512.

(2) In the case of the fiscal year ending June 30, 1975, and
each fiscal year thereafter, (A) 90 percent of the appropria-
tion for such years shall be for allotments pursuant to sections
503 and 504; and (B) 10 percent thereof shall be for grants, con-
tracts, or other arrangements pursuant to sections 511 and 512.

Not to exceed 5 percent of the appropriation for any fiscal year wider
this section shall be transferred, at the request of the Secretary, from
one of the purposes specified in paragraph (1) or (2) to another
purpose or purposes so specified. For each fiscal year, the Secretary
shall determine the portion of the appropriation, within the percent-
age determined above to be available for sections 503 and 504, which
shall be available for allotment pursuant to section 503 and the por-
tion thereof which shall be available for allotment pursuant to sec-
tion 504. Notwithstanding the preceding provisions of this section,
of the amount appropriated for any fiscal year pursuant to section 501,
not less than 6 percent of the amount appropriated shall be available
for family planning services from allotments under section 503 and
for family planning services under projects under sections 508 and 512.

Allotments to States for Maternal and Child Health Services

Sec. 503. The amount determined to be available pursuant to sec-
tion 502 for allotments under this section shall be allotted for pay-
ments for maternal and child health services as follows:

(1) One-half of such amount shall be allotted by allotting to
each State $70,000 plus such part of the remainder of such one-
half as lie finds that the number of live births in such State bore to
the total number of live births in the United States in the latest
calendar year for which he has statistics.

(2) The remaining one-half of such amount shall (in addition
to the allotments under paragraph (1)) be allotted to the States
from time to time according to the financial need of each State
for assistance in carrying out its State plan, as determined by the
Secretary after taking into consideration the number of live
births in such State; except that not more than 25 percent of such
one-half shall be available for grants to State agencies (admin-
istering or supervising the administration of a State plan ap-
proved under section 505), and to public or other nonprofit insti-
tutions of higher learning (situated in any State), for special
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projects of regional or national significance which may contribute
to the advancement of maternal and child health.

Allotments to States for Crippled Children's Services

Sec. 504. The amount determined to be available pursuant to sec-
tion 502 for allotments under this section shall be allotted for pay-
ments for crippled children's services as follows:

(1) One-half of such amount shall be allotted by allotting to
each State $70,000 and allotting the remainder of such one-half
according to the need of each State as determined by him after
taking into consideration the number of crippled children in
such State in need of the services referred to in paragraph (2)
of section 501 and the cost of furnishing such services to them.

(2) The remaining one-half of such amount shall (in addition
to the allotments under paragraph (1)) be allotted to the States
from time to time according to the financial need of each State
for assistance in carrying out its State plan, as determined by the
Secretary after taking into consideration the number of crippled
children in each State in need of the services referred to in para-
graph (2) of section 501 and the cost of furnishing such serv-
ices to them; except that not more than 25 percent of such one-
half shall be available for grants to State agencies (administering
or supervising the administration of a State plan approved under
section 505), and to public or other nonprofit institutions of higher
learning (situated in any State), for special projects of regional
or national significance which may contribute to the advancement
of services for crippled children.

Approval of State Plans

Sec. 505. (a) In order to be entitled to payments from allotments
under section 50-2, a State must have a State plan for maternal and
child health services and services for crippled children which-

(1) provides for financial participation by the State;
(2) provides for the administration of the plan by the State

health agency or the supervision of the administration of the
plan by the State health agency; except that in the case of those
States which on July 1, 1967, provided for administration (or
supervision thereof) of the State plan approved under section
513 (as in effect on such date) by a State agency other than the
State health agency, the plan of such State may be approved
under this section if it would meet the requirements of this sub-
section except for provision of administration (or supervision
thereof) by such other agency for the portion of the plan relat-
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ing to services for crippled children, and, in each such case, the
portion of such plan which each such agency administers, or the
administration of which each such agency supervises, shall be re-
garded as a separate plan for purposes of this title;

(3) provides (A) such methods of administration (including
methods relating to the esAablishment and maintenance of per-
sonnel standards on a merit basis, except that the SecrAary shall
exercise no authority with respect to the selection, tenure of
office, and compensation of any individual employed in accord-
ance with such methods) as are necessary for t!e proper and effi-
cient operation of the plan and (B) provides for the training
and effective use of paid subprofessional staff, with particular
emphasis on the full-time or part-time employment of persons
of low income, as community service aides, in the administration
of the plan and for the use of nonpaid or partially paid volun-
teers in providing services and in assisting any advisory com-
mittees established by the State agency;

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

(5) provides for operation with medical, health, nursing, ed-
ucational, and welfare groups and organizations and, with respect
to the portion of the plan relating to services for crippled chil-
dren, with any agency in such State charged with administering
State laws providing for vocational rehabilitation of physically
handicapped children;

(6) provides for payment of the reasonable cost of inpatient
hospital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
112'2, which shall be developed by the State and included in the
plan, except that the reasonable cost of any such services as de-
termined under such methods and standards shall not exceed the
amount which would be determined under section 1861 (v) as the
reasonable cost of such services for purposes of title XVIII;

(7) provides, with respect to the portion of the plan relating
to services for crippled children, for early identification of chil-
dren in need of health care and services, and for health care and
treatment needed to correct or ameliorate defects or chronic con-
ditions discovered thereby, through provision of such periodic
screening and diagnostic services, and such treatment, care and
other measures to correct or ameliorate defects or chronic condi-
tions, as may be provided in regulations of the Secretary;
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(8) effective July 1, 1974, provides a program (carried out
directly or through grants or contracts) of projects described
in section 508 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
helping to reduce the incidence of mental retardation and other
handicapping conditions caused by complications associated with
child bearing and of satisfactorily helping to reduce infant and
maternal mortality;

(9) effective July 1, 1974, provides i program (carried out
directly or through grants or contracts) of projects described
in section 509 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
promoting the health of children and youth of school or pre-
school age;

(10) effective July 1, 1974, provides a program (carried out
directly or through grants or contracts) of projects described
in section 510 which offers reasonable assurance, particularly in
areas with concentrations of low-income families, of satisfactorily
promoting the dental health of children and youth of school or
preschool age;

(11) provides for carrying out the purposes specified in sec-
tion 501;

(12) provides for the development of demonstration services
(with special attention to dental care for children and family
planning services for mothers) in needy areas and among groups
in special need;

(13) provides that, where payment is authorized under the
plan for services which an optometrist is licensed to perform, the
individual for whom such payment is authorized may, to the ex-
tent practicable, obtain such services from an optometrist licensed
to perform such services except where such services are rendered
in a clinic, or another appropriate institution, which does not have
an arrangement with optometrists so licensed;

(14) provides that acceptance of family planning services pro-
vided under the plan shall be voluntary on the part of the indi-
vidual to w!'om such services are offered and shall not be a pre-
requisite to eligibility for or the receipt of any service under the
plan; and

(15) provides-
(A) that the State health agency, or other appropriate

State medical agency, shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secretary,
for the review by appropriate professional health personnel
of the appropriateness and quality of care and services fur-
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nished to recipients of services under the plan and, where
applicable, for providing guidance with respect thereto to the
other State agency referred to in paragraph (2) ; and

(B) that the State or local agency utilized by the Secre-
tary for the purpose specified in the first sentence of section
1864(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agency
responsible for such licensing, will perform the function of
determining whether institutions and agencies meet the re-
quirements for participation in the program under the plan
under this title.

(b) The Secretary shall approve any plan which meets the require-
ments of subsection (a).

Payments

Sec. 506. (a) From the sums appropriated therefor and the allot-
ments available under section 503 (1) or 504(1), as the case may be, the
Secretary shall pay to each State which has a plan approved under
this title, for each quarter, beginning with the quarter commencing
July 1, 1968, an amount, which shall be used exclusively for carry-
ing out the State plan, equal to one-half of the total sum expended
during such quarter for carrying out such plan with respect to ma-
ternal and child health services and services for crippled children,
respectively.

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended
in such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the State
and its political subdivisions for such expenditures in such quarter,
and if such amount is less than the State's proportionate share of the
total sum of such estimated expenditures, the source or sources from
which the difference is expected to be derived, and (B) such other in-
vestigation as the Secretary may find necessary.

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

(3) Upon the making of an estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.
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(c) The Secretary shall also from time to time make payments to
the States from their respective allotments pursuant to section 503(2)
or 504 (2). Payments of grants under sections 503 (2), 504 (2), 508,
509, 510, and 511, and of grants, contracts, or other arrangements
under section 512, may be made in advance or by way of reimburse-
ment, and in such installments, as the Secretary may determine; and
shall be made on such conditions as the Secretary finds necessary to
carry out the purposes of the section involved.

(d) The total amount determined under subsections (a) and (b)
and the first sentence of subsection (c) for any fiscal year ending after
June 30, 1968, shall be reduced by the amount by which the sum ex-
pended (as determined by the Secretary) from non-Federal sources
for maternal and child health services and services for crippled chil-
dren for such year is less than the sum expended from such sources
for such services for the fiscal year ending June 30, 1968. In the case
of any such reduction, the Secretary shall determine the portion
thereof which shall be applied, and the manner of applying such re-
duction, to the amounts otherwise payable from allotments under sec-
tion 503 or ed ion 504.

(e) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder from the allotments
under section 503 or section 504 for any period after June 30, 1968,
unless the State makes a satisfactory showing that it is extending the
provisions of services, including services for dental care for children
and family planning for mothers, to which such State's plan applies
in the State with a view to making such services available by July 1,
1975, to children and mothers in all parts of the State.

(f) Notwithstanding the preceding provisions of this section, no
payment shall be made to any State thereunder-

(1) with respect to any amount paid for items or services fur-
nished under the plar, afterr December 31, 1912, to the extent that
such amount exceeds the charge which would be determined to
be reasonable for such items or services uider the fourth and fifth
sentences of section 1842 (b) (3) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 31, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862(d) (1) or un-
der clause (D), (E), or (F) of section 1866(b) (2) ; or

(3) with respect to any amount expended for inpatient hos-
pital services furnished under the plan to the extent that such
amount exceeds the hospital's customary charges with respect to
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such services or (if such services are furnished under the plan
by a public institution free of charge or at nominal charges to the
public) exceeds an amount determined on the basis of those items
(specified in regulations prescribed by the Secretary) included
in the determination of such payment which the Secretary finds
will provide fair compensation to such institution for such serv-
ices; or

(4) with respect to any amount expended for services furnished
under the plan by a hospital unless such hospital has in effect a
utilization review plan which meets the requirement imposed by
section 1861(k) for purposes of title XVIII; and if such hospital
has in effect such a utilization review plan for purposes of title
XVIII, such plan shall serve as the plan required by this subsec-
tion (with the same standards and procedures and the same review
committee or group) as a condition of payment under this title;
the Secretary is authorized to waive the requirements of this para-
graph in any State if the State agency demonstrates to his sat-
isiaction that it has in operation utilization review procedures
which are superior in their effectiveness to the procedures required
under section 1861(k).

(g) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

Operation of State Plans

See. 507. If the Secretary, after reasonable notice and opportunity
for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds--

(1) that the plan has been so changed that it no longer com-
plies with the provisions of section 505; or

(2) that in the administration of the plan there is a failure
to comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Special Project Grants for Maternity and Infant Care

See. 508. (a) In order to help reduce the incidence of mental retarda-
tion and other handicapping conditions caused by complications as-
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sociated with childbearing and to help reduce infant and maternal
* mortality, the Secretary is authorized to make, from the sums avail-

able under clause (B) of paragraph (1) of section 502, grants to the
State health agency of any State and, with the consent of such agency,
to the health agency of any political subdivision of the State, and to
any other public or nonprofit private agency, institution, or organiza-
tion, to pay not to exceed 75 percent of the cost (exclusive of general
agency overhead) of any project for the provision of-

(1) necessary health care to prospective mothers (including,
after childbirth, health care to mothers and their infants) who
have or are likely to have conditions associated with childbearing
or are in circumstances which increase the hazards to the health
of the mothers or their infants (including those which may cause
physical or mental defects in the infants), or

(2) necessary health care to infants during their first year of
life who have any condition or are in circumstances which in-
crease the hazards to their health, or

(3) family planning services,
but only if the State or local agency determines that the recipient will
not otherwise receive such necessary health care or services because he
is from a low-income family or for other reasons beyond his control.
Acceptance of family planning services provided under a project

* under this section (and section 512) shall be voluntary on the part of
the individual to whom such services are offered and shall not be a pre-
requisite to the eligibility for or the receipt of any service under such
project.

(b) No grant may be made under this section for any project for
any period after June 30,1974.

Special Project Grants for Health of School and Preschool
Children

Sec. 509. (a) In order to promote the health of children and youth
of school or preschool age, particularly in areas with concentrations
of low-income families, the Secretary is authorized to make, from the
sums available under clause (B) of paragraph (1) of section 502,
grants to the State health agency of any State and (with the consent
of such agency) to the health agency of any political subdivision of
the State, to the State agency of the State administering or supervis-
ing the administration of the State plan approved under section 505,
to any school of medicine (with appropriate participation by a school
of dentistry), and to any teaching hospital affiliated with such a school,
to pay not to exceed 75 percent of the cost of projects of a comprehen-
sive nature for health care and services for children and youth of
school age or for preschool children (to help them prepare to start
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school). No project shall be eligible for a grant under this section
unless it provides (1) for the coordination of health care and services
provided under it with, and utilization (to the extent feasible) of,
other State or local health, welfare, and education programs for such
children, (2) for payment of (A) the reasonable cost (as determined
in accordance with standards, consistent with section 1122, approved
by the Secretary) of inpatient hospital services provided under the
project, or (B) if less, the customary charges with respect to such
services provided under the project, or (C) if such services are fur-
nished under the project by a public institution free of charge or at
nominal charges to the public, an amount determined on the basis of
those items (specified in regulations prescribed by the Secretary) in-
eluded in the determination of such reasonable cost which the Secre-
tary finds will provide fair compensation to such institution for stch
services, and (3) that any treatment, correction of defects, or after-
care provided under the project is available only to children who
would not otherwise receive it because they are from low-income fam-
ilies or for other reasons beyond their control; and no such project
for children and youth of school age shall be consiaerc4 to be of a
comprehensive nature for purposes of this section unless it includes
(subject to the limitation in the preceding provisions of this sentence)
at least such screening, diagnosis, preventive services, treatment, cor-
rection of defects, and aftercare, both medical and dental, as may be
provided for in regulations of the Secretary.

(b) No grant may be made under this section for any project for
any period after June 30,1974.

Special Project Grants for Dental Health of Children

Sec. 510. (a) In order to promote the dental health of children
and youth of school or preschool age, particularly in areas with con-
centrations of low-income families, the Secretary is authorized to make
grants, from the sums available under clause (B) of paragraph (1)
of section 502, to the State health agency of any State and (with the
consent of such agency) to the health agency of any political subdi-
vision of the State, and to any other public or nonprofit private agency,
institution, or organization, to pay not to exceed 75 percent of the
cost of projects of a comprehensive nature for dental care and services
for children and youth of school age or for preschool children. No
project shall be eligible for a grant under this section unless it pro-
vides that any treatment, correction of defects, or aftercare provided
under the project is available only to children who would not other-
wise receive it because they are from low-income families or for other
reasons beyond their control, and unless it includes (subject to the
limitation of the foregoing provisions of this sentence) at least such
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preventive services, treatment, correction of defects, and aftercare,
for such age groups, as may be provided in regulations of the Secre-
tary. Such projects may also include research looking toward the de-
velopment of new methods of diagnosis or treatment, or demonstration
of the utilization of dental personnel with various levels of training.

(b) No grant may be made under this section for any project for
any period after June 30,1974.

Training of Personnel

Sec. 51L From the sums available under clause (C) of paragraph
(1) or clause (B) of paragraph (2) of section 502, the Secretary is
authorized to make grants to public or nonprofit private institutions
of higher learning for training personnel for health care and related
services for mothers and children, particularly mentally retarded chil-
dren and children with multiple handicaps. In making such grants the
Secretary shall give special attention to programs providing training
at the undergraduate level.

Research Projects Relating to Maternal and Child Health
Services and Crippled Children's Services

Sec. 512. From the sums available under clause (C) of paragraph
* (1) or clause (B) of paragraph (2) of section 502, the Secretary is

authorized to make grants to or jointly financed cooperative arrange-
ments with public or other nonprofit institutions of higher learning,
and public or nonprofit private agencies and organizations engaged in
research or in maternal and child health or crippled children's pro-
grams, and contracts with public or nonprofit private agencies and or-
ganizations engaged in research or in such programs, for research
projects relating to maternal and child health services or crippled
children's services which show promise of substantial contribution to
the advancement thereof. Effective with respect to grants made and
arrangements entered into after June 30, 1968, (1) special emphasis
shall be accorded to projects which will help in studying the need for,
and the feasibility, costs, and effectiveness of, comprehensive health
care programs in which maximum use is made of health personnel
with varying levels of training, and in studying methods of training
for such programs, and (2) grants under this section may also in-
clude funds for the training of health personnel for work in such
projects.

Administration

Sec. 513. (a) The Secretary of Health, Education, and Welfare
shall make such studies and investigations as will promote the efficient
administration of this title.
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(b) Such portion of the appropriations for grants under section
501 as the Secretary may determine, but not exceeding one-half of
1 percent thereof, shall be available for evaluation by the Secretary
(directly or by grants or contracts) of the programs for which such
appropriations are made and, in the case of allotments from any such
appropriation, the amount available for allotments shall be reduced
accordingly.

(c) Any agency, institution, or organization shall, if and to the ex-
tent prescribed by the Secretary. as a condition to receipt of grants
under this title, cooperate with the State agency administering or
supervising the administration of the State plan approved under
title XIX in the provision of care and services, available under a plan
or project under this title, for children eligible therefor under such
plan approved under title XIX.

Definition

Sec. 514. For purposes of this title, a crippled child is an indi-
vidual under the age of 21 who has an organic disease, defect, or
condition which may hinder the achievement of normal growth and
development.

Observance of Religious Beliefs

See. 515. Nothing in this title shall be construed to require any
State which has any plan or program approved under, or receiving
financial support under, this title to compel any person to undergo any
medical screening, examination, diagnosis, or treatment or to accept
any other health care or services provided under such plan or program
for any purpose (other than for the purpose of discovering and pre-
venting the spread of infection or contagious disease or for the purpose
of protecting environmental health), if such person objects (or, in
case such person is a child, his parent or guardian objects) thereto on
religious grounds.

Supplemental Allotments
See. 516. (a) (1) For each fiscal year (commencing with the fiscal

year ending June 30, 1975), there shall (subject to paragraph (2))) be
allotted to each State (from funds appropriated for such fiscal year
pursuant to subsection (b)) an amount, which shall be in addition to
and available for the same purposes as the allotments of such State
(as determined under sections 503 and 504), equal to the excess (if
any) of-

(A) the amount of the allotment of such State (as determined
under sections 503 and 504) for the fiscal year ending June 30,

270



271 Sec. 516(b)

1973, plus the amounts of any grants to such States under sec-
tions 508, 509, and 510, over

(B) the amount of the allotment of such State (as determined
under sections 503 and 504) for such fiscal year which commences
after ,June 30, 1973.

(2) No State shall receive an allotment under this section for any
fiscal year, unless such State (in the administration of its State plan,
approved under section 505) has in effect arrangements which the
Secretary finds will provide for the continuation of appropriate serv-
ices to population groups previously receiving services from funds
made available (for the fiscal year ending June 30, 1974) to such State
pursuant to sections 508,509, and 510.

(b) (1) (A) There are (subject to subparagraph (B)) hereby au-
thorized to be appropriated for each fiscal year (commencing with
the fiscal year ending June 30, 1975) such amounts as may be necessary
to enable the Secretary to make the allotments authorized under sub-
section (a).

(B) Nothing contained in subparagraph (A) shall be construed
to authorize, for any fiscal year, the appropriation under this sub-
section of any amount which is in excess of the amount by which-

(i) the amount authorized to be appropriated under section 501
for such year exceeds

(ii) the total amounts appropriated pursuant to section 501 for
such year.

(2) If, for any fiscal years, the total amount appropriated pursu-
ant to paragraph (1) is less than the total amount allotted to all States
under subsection (a), then the amount of the allotment of each State
(as determined under subsection (a)) shall be reduced to an amount
which bears the same ratio to the total amount appropriated pursuant
to paragraph (1) for such fiscal year as the amount of the allotment
of such State (as determined under subsection (a)) bears to the total
amot nt allotted to all States under subsection (a) for such fiscal year.

TITLE VI--GRANTS TO STATES FOR SERVICES TO THE
AGED, BLIND, OR DISABLED

[Title VI was repealed effective October 1, 1975 by Public Law
93-647. See title XX for social services.]
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Office of Commissioner of Social Security

Section 701. [Superseded by section 4 of Reorganization Plan No. 1
of 1953. Section 701 provided for an Office of Commissioner for Social
Security. Section 4 of the Plan provides: "There shall be in the De-
partment a Commissioner of Social Security who shall be appointed
by the President by and with the advice and consent cf the Senate,
shall perform such functions concerning social security and public
welfare as the Secretary may prescribe, and shall receive compensa-
tion at the rate now or hereafter fixed by law for grade GS-18 of the
general schedule established by the Classification Act of 1049, as
amended." Under subsequent legislation (5 U.S.C. 5315 (97)), the posi-
tion of Commissioner of Social Security is established at level IV of
the Executive Schedule.]

Duties of the Secretary

Sec. 702. The Secretary of Health, Education, and Welfare shall
perform the duties imposed upon him by this Act, shall also have
the duty of studying and making recommendations as to the most
effective methods of providing economic security through social in-
surance, and as to legislation and matters of administrative policy
concerning old-age pensions, unemployment compensation, accident
compensation, and related subjects.

Expenses of the Secretary

Sec. 703. The Secretary is authorized to appoint and fix the com-
pensation of such officers and employees, and to make such expendi-
tures, as may be necessary for carrying out his functions under this
Act. Appointments of attorneys and experts may be made without
regard to the civil service laws.

I Thi table of contents does not appear in the law.
(273)
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Reports

Sec. 704. The Secretary shall make a full report to Congress. within
one hundred and twenty days after the beginning of each regular
session, of the administration of the functions with which he is
charged under this Act. In addition to the number of copies of such
report authorized by other law to Ibe printed, there is hereby author-
ized to be printed not more than five thousand copies of such report for
use by the Secretary for distribution to 'Memibers of Congress and to
State and other public or private agencies or organizations participat-
ing in or concerned with the social security program.,

Training Grants for Public Welfare Personnel

Sec. 705. (a) In order to assist in increasing the effectiveness and
efficiency of administration of public assistance programs by increas-
ing the number of adequately trained public welfare personnel avail-
able for work in public assistance programs, there are hereby author-
ized to be appropriated for the fiscal year ending June 30, 1963, the
sum of $3,500,000, and for each fiscal year thereafter the sum of
$5,000,000.

(b) Such portion of the suras appropriated pursuant to subsection
(a) for any fiscal year as the Secretary may determine, but not in

excess of $1,000,000 in the case of the fiscal year ending June 30, 1963,
and $2,000,000 in the case of any fiscal year thereafter, shall be avail-
able for carrying out subsection (f). From the remainder of the sums
so appropriated for any fiscal year, the Secretary shall make allot-
ments to the States on the basis of (1) population, (2) relative need
for trained public welfare personnel, particularly for personnel to
provide self-support and self-care services, and (3) financial need.

(c) From each State's allotment under subsection (b), the Secre-
tary shall from time to time pay to such State its costs of carrying out
the purposes of this section through (1) grants to public or other
nonprofit institutions of higher learning for training personnel em-
ployed or preparing for employment in public assistance programs,
(2) special courses of study or seminars of short duration conducted
for such personnel by experts hired on a temporary basis for the pur-
pose, and (3) establishing and maintaining, directly or through grants
to such institutions, fellowships or traineeships for such personnel at
such institutions, with such stipends and allowances as may be per-
mitted under regulations of the Secretary.

(d) Payments pursuant to subsection (c) shall be made in advance
on the basis of estimates by the Secretary and adjustments may be
made in future payments under this section to take account of over-
payments or underpayments in amounts previously paid.

"Section 704 was amended by section 33 of P. 94--27&
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(e) The amount of any allotment to a State under subsection (b)
for any fiscal year which the State certifies to the Secretary will not be
required for carrying out the purposes of this section in such State
shall be available for reallotment from time to time, on such dates as
the Secretary may fix, to other States which the Secretary determines
have need in carrying out such purposes for sums in excess of those
previously allotted to them under this section and will be able to use
such excess amounts during such fiscal year; such reallotments to be
made on the basis provided in subsection (b) for the initial allotments
to the States. Any amount so reallotted to a State shall be deemed part
of its allotment under such subsection.

(f) (1) The portion of the sums appropriated for any fiscal year
which is determined by the Secretary under the first sentence of sub-
section (b) to be available for carrying out this subsection shall be
available to enable him to provide (A) directly or through grants to
or contracts with public or nonprofit private institutions of higher
learning, for training personnel who are employed or preparing for
employment in the administration of public assistance programs, (B)
directly or through grants to or contracts with public or nonprofit
private agencies or institutions, for special courses of study or semi-
nars of short duration (not in excess of one year) for training of such
personnel, and (C) directly or through grants to or contracts with pub-
lic or nonprofit private institutions of higher learning, for establishing
and maintaining fellowships or traineeships for such personnel at
such institutions, with such stipends and allowances as may be per-
mitted by the Secretary.

(2) Payments under paragraph (1) may be made in advance on
the basis of estimates by the Secretary, or may be made by way of re-
imbursement, and adjustments may be made in future payments under
this subsection to take account of overpayments or underpayments in
amounts previously paid.

(3) The Secretary may, to the extent he finds such action to be nec-
essary, prescribe requirements to assure that any individual will repay
the amount of his fellowship or traineeship received under this sub-
section to the extent such individual fails to serve, for the period pre-
scribed by the Secretary, with a State or political subdivision thereof,
or with the Federal Government, in connection with administration
of any State or local public assistance program. The Secretary may
relieve any individual of his obligation to so repay, in whole or in part,
whenever and to the extent that requirement of such repayment would,
in his judgment, be inequitable or would be contrary to the purposes
of any of the public welfare programs established by this Act.
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Advisory Council on Social Security

See. 706. (a) During 1969 (but not before February 1. 1969) and
every fourth year thereafter (but not before February 1 of such fourth
year), the Secretary shall appoint an Advisory Council on Social
Security for the purpose of reviewing the status of the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability
Insurance Trust Fund, the Federal Hospital Insurance Trust Fund.
and the Federal Supplementary Medical Insurance Trust Fund in
relation to the long-term commitments of the old-age, survivors, and
disability insurance program and the programs under parts A and B
of title XVIII, and of reviewing the scope of coverage :'nd the ade-
quacy of benefits under, and all other aspects of, these programs, in-
cluding their impact on the public assistance programs under this Act.

(b) Each such Council shall consist of a Chairman and 12 other
persons. appointed by the Secretary without regard to the provisions
of title 5, United States Code. governing appointments in the competi-
tive service. The appointed members shall, to the extent possible, rep-
resent organizations of employers and employees in equal numbers
and represent self-employed persons and the public.

(c) (1) Any Council appointed hereunder is authorized to engage
such technical assistance, including actuarial services, as may be re-
quired to carry out its functions, and the Secretary shall, in addition,
make available to such Council such secretarial, clerical, and other
assistance and such actuarial and other pertinent data prepared by the
Department of Health. Education, and Welfare as it may require to
carry out such functions.

(2) Appointed members of any such Council, while serving on
business of the Council (inclusive of travel time) shall receive com-
pensation at rates fixed by the Secretary, but not exceeding $100 per
day and, while so serving away from their homes or regular places of
business, they may be allowed travel expenses, including per diem in
lieu of subsistence, as authorized by section 5703 of title 5, United
States Code, for persons in the Government employed intermittently.

(d) Each such Council shall submit reports (including any in-
terim reports such Council may have issued) of its findings and rec-
ommendations to the Secretary not later than January 1 of the second
year after the year in which it is appointed, and such reports and
recommendations shall thereupon be transmitted to the Congress and
to the Board of Trustees of each of the Trust. Funds. The reports re-
quired by this subsection shall include-

(1) a separate report with respect to the old-age, survivors,
and disability insurance program under title II and of the taxes
imposed under sections 1401(a), 3101(a), and 3111(a) of the
Internal Reven" Code of 1954,
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(2) a separate report with respect to the hospital insurance
program under part A of title XVIII and of the taxes imposed by
sections 1401(b), 3101(b), and 3111(b) of the Internal Revenue
Code of 1954, and

(3) a separate report with respect to the supplementary medical
insurance program established by part B of title XVIII and of
the financing thereof.

After the date of the transmittal to the Congress of the reports required
by this subject ion. the Council shall cease to exist.'

Grants for Expansion and Development of Undergraduate and
Graduate Programs

Sec. 707. (a) There is authorized to be appropriated $5,000,000
for the fiscal year ending June 30, 1969. and $5,000,000 for each of
the three succeeding fiscal years, for grants by the Secretary to public
or nonprofit private colleges and universities and to accredited grad-
uate schools of social work or an association of such schools to meet
part of the costs of development, expansion, or improvement of (re-
spectively) undergraduate programs in social work and programs
for the graduate training of professional social work personnel, in-
cluding the costs of compensation of additional faculty and admin-

* istrative personnel and minor improvements of existing facilities. Not
less than one-half of the sums appropriated for any fiscal year under
the authority of this subsection shall be used by the Secretary for
grants with respect to undergraduate programs.

(b) In considering applications for grants under this section, the
Secretary shall take into account the relative need in the States for
persomnel trained in social work and the effect of the grants thereon.

(c) Payment of grants under this section may be made (after
necessary adjustments on account of previously made overpayments
or underpayments) in advance or by way of reimbursement, and on
such terms and conditions and in such installments, as the Secretary
may determine.

(d) For purposes of this section-
(1) the term "graduate school of social work" means a de-

partment, school, division, or other administrative unit, in a
public or nonprofit private college or university, which provides,
primarily or exclusively, a program of education in social work
and allied subjects leading to a graduate degree in social work;

(2) the term "accredited" as applied to a graduate school of
social work refers to a school which is accredited by a body or

-See also see. 372 of P.L. 95-216 which is printed In this document on p. 816.

Sec. 707(d)277



Revised April 1978

bodies approved for the purpose by the Commissioner of Educa-
tion or with respect to which there is evidence satisfactory to the
Secretary that it will be so accredited within a reasonable time;
and

(3) the term "nonprofit" as applied to any college or university
refers to a college or university which is a corporation or asso-
ciation, or is owned and operated by one or more corporations or
associations, no part of the net earnings of which inures, or may
lawfully inure, to the benefit of any private shareholder or
individual.

Delivery of Benefit Checks

Sec. 708. (a) If the day regularly designated for the delivery of
benefit checks under title II or title XVI falls on a Saturday, Sunday.
or legal public holiday (as defined in section 6103 of title 5, United
States ('ode) in any mouth, the benefit checks which would otherwise
be delivered on such day shall be mailed for delivery on the first day
preceding such day which is not a Saturday. Sunday. or legal public
holiday (as so defined), without regard to whether the delivery of
such checks would as a result have to be made before the end of the
month for which such checks are issued.

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

TITLE VIII-TAXES WITH RESPECT TO EMPLOYMENT

[Note.-The provisions of this title are now contained in, and are superseded
by, chapter 21 of the Internal Revenue Code of 1954.1

' Section 708 was added by sec. 333 of P.L 95-216.
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Employment Security Administration Account

Establishment of Account

Section 901. (a) There is hereby established in the Unemployment
Trust Fund an employment security administration account.

Appropriations to Acmunt

(b) (1) There is hereby appropriated to the Unemployment Trust
Fund for credit to the employment security administration account,
out of any moneys in the Treasury not otherwise appropriated, for
the fiscal year ending J,-ne 30, 1961, and for each fiscal year there-
after, an amount equal to 100 per centum of the tax (including inter-

'This table of content does not appear in the law.
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est, penalties, and additions to the tax) received during the fiscal year
under the Federal Unemployment Tax Act and covered into the
Treasury.

(2) The amount appropriated by paragraph (1) shall be transferred
at least monthly from the general fund of the Treasury to the Unem-
ployment Trust Fund and credited to the employment security admin-
istration account. Each such transfer shall be based on estimates made
by the Secretary of the Treasury of the amounts received in the Treas-
ury. Proper adjustments shall be made in the amounts subsequently
transferred, to the extent prior estimates (including estimates for the
fiscal year ending June 30, 1960) were in excess of or were less than
the amounts required to be transferred.

(3) The Secretary of the Treasury is directed to pay from time to
time from the employment security administration account into the
Treasury, as repayments to the account for refunding internal revenue
collections, amounts equal to all refunds made after June 30, 1960, of
amounts received as tax under the Federal Unemployment Tax Act
(including interest on such refunds).

Administrative Expenditures

(c) (1) There are hereby authorized to be made available for e'PMnd-
iture out of the employment security administration account for the
fiscal year ending June 30, 1971, and for each fiscal year thereafter-

(A) such amounts (not in excess of the applicable limit pro-
vided by paragraph (3) and, with respect to clause (ii), not in
excess of the limit provided by paragraph (4)) as the Congress
may deem appropriate for the purpose of-

(i) assisting the States in the administration of their un-
employment compensation laws as provided in title III
(including administration pursuant to agreements under any
Federal unemployment compensation law),

(ii) the establishment and maintenance of systems of public
employment offices in accordance with the Act of June 6,1933,
as amended (29 U.S.C., secs. 49-49n), and

(iii) carrying into effect section 2003 of title 38 of the
United States Code;

(B) such amounts (not in excess of the limit provided by para-
graph (4) with respect to clause (iii)) as the Congress may deem
appropriate for the necessary expenses of the Department of Labor
for the performance of its functions under-

(i) this title and titles III and XII of this Act,
(ii) the Federal Unemployment Tax Act,
(iii) the provisions of the Act of June 6, 1933, as amended,
(iv) chapter 41 (except section 2003) of title 38 of the

United States Code, and

280



Sec. 901(e)

(v) any Federal unemployment compensation law.
The term "necessary expenses" as used in this subparagraph (B)
shall include the expense of reimbursing a State for salaries and
other expenses of employees of such State temporarily assigned or
detailed to duty with the Department of Labor and of paying such
employees for travel expenses, transportation of household goods,
and per diem in lieu of subsistence while away from their regular
duty stations in the State, at rates authorized by law for civilian em-
ployees of the Federal Government.

(2) The Secretary of the Treasury is directed to pay from the em-
ployment security administration account into the Treasury as miscel-
laneous receipts the amount estimated by him which will be expended
during a three -month period by the Treasury Department for the
performance of itg functions under-

(A) this title an- titles III and XII of this Act, including the
expenses of banks for servicing unemployment benefit payment
and clearing accounts which are offset by the maintenance of
balances of Treasury funds with such banks,

(B) the Federal Unemployment Tax Act, and
(C) any Federal unemployment compensation law with re-

spect to which responsibility for administration is vested in the
Secretary of Labor.

If it subsequently appears that the estimates under this paragraph in
any particular period were too high or too low, appropriate adjust-
ments shall be made by the Secretary of the Treasury in future
payments.

(3) (A) For purposes of paragraph (1) (A), the limitation
on the amount authorized to be made available for any fiscal year after
June 30, 1970, is, except as provided in subparagraph (B) and in the
second sentence of section 901(f) (3) (A), an amount equal to 95 per-
cent of the amount estimated and set forth in the budget of the United
States Government for such fiscal year as the amount by which the net
receipts during such year under the Federal Unemployment Tax Act
will exceed the amount transferred under section 905(b) during such
year to the extended unemployment compensation account.

(B) The limitation established by subparagraph (A) is increased
by any unexpended amount retained in the employment security ad-
ministration account in accordance with section 901(f) (2) (B).

(C) Each estimate of net receipts under this paragraph shall be
based upon (i) a tax rate of 0.5 percent in the case of any calendar
year for which the rate of tax under section 3301 of the Federal
Unemployment Tax Act is 3.2 percent, and (ii) a tax rate of 0.7 per-
cent in the case of any calendar year for which the rate of tax under
such section 3301 is 3.4 percent.'

I Subpanrap& (C) vu ameaded by aoweU 211(e) (1) of P.L. 4-5&
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(4) For purposes of paragraphs (1) (A) (ii) and (1) (B) (iui)
the amount authorized to be made available out of the employment
security administration account for any fiscal year after June 30,1972,
shall reflect the proportion of the total cost of administering the sys-
tem of public employment offices in accordance with the Act of June 6,
1933, as amended, and of the necessary expenses of the Department
of Labor for the performance of its functions under the provisions of
such Act, as the President determines is an appropriate charge to the
employment security administration account, and reflects in his annual
budget for such year. The President's determination, after consulta-
tion with the Secretary, shall take into account such factors as the
relationship between employment subject to State laws and the total
labor force in the United States, the number of claimants and the
number of job applicants, and such other factors as he finds relevant.

Additional Tax Attributable to Reduced Credits
(d) (1) The Secretary of the Treasury is directed to transfer from

the employment security administration account--
(A) To the Federal unemployment account, an amount equal

to the amount by which-
(i) 100 per centum of the additional tax received under

the Federal Unemployment Tax Act with respect to any
State by reason of the reduced credits provisions of section
3302(c) (3) of such Act and covered into the Treasury for
the repayment of advances made to the State under section
1201, exceeds

(ii) the amount transferred to the account of such State
pursuant to subparagraph (B) of this paragraph.

Any amount transferred pursuant to this subparagraph shall be
credited against, and shall operate to reduce, that balance of
advances, made under section 1201 to the State, with respect to
which employers paid such additional tax.

(B) To the account (in the Unemployment Trust Fund) of
the State with respect to which employers paid such additional
tax an amount equal to the amount by which such additional tax
received and covered into the Treasury exceeds that balance of
advances, made under section 1201 to the State, with respect to
which employers paid such additional tax.

(2) Transfers under this subsection shall be as of the beginning of
the month succeeding the month in which the moneys were credited to
the employment security administration account pursuant to subsec-
tion (b) (2).

Relving 7
(e) (1) There is hereby established in the Treasury a revolving fund

which shall be available to make the advances authorized by this sub-
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section. There are hereby authorized to be appropriated, without fiscal
year limitation, to such revolving fund such amounts as may be neces-
sary for the purposes of this section.

(2) The Secretary of the Treasury is directed to advance from time
to time from the revolving fund to the employment security admin-
istration account such amounts as may be necessary for the purposes
of this section. If the net balance in the employment security adminis-
tration account as of the beginning of any fiscal year equals 40 percent
of the amount of the total appropriation by the Congress out of the
employment security administration account for the preceding fiscal
year, no advance may be made under this subsection during such fiscal
year.

(3) Advances to the employment security administration account
made under this subsection shall bear interest until repaid at a rate
equal to the average rate of interest (computed as of the end of the
calendar month next preceding the date of such advance) borne by all
interest-bearing obligations of the United States then forming a part
of the public debt; except that where such average rate is not a mul-
tiple of one-eighth of 1 per centum, the rate of interest shall be the
multiple of one-eighth of 1 per centum next lower than such average
rate.

(4) Advances to the employment security administration account
made under this subsection, plus interest accrued thereon, shall be
repaid by the transfer from time to time, from the employment
security administration account to the revolving fund, of such amounts
as the Secretary of the Treasury, in consultation with the Secretary
of Labor, determines to be available in the employment security ad-
ministration account for such repayment. Any amount transferred as
a repayment under this paragraph shall be credited against, and
shall operate to reduce, any balance of advances (plus accrued inter-
est) repayable under this subsection.
Determination of Excess Amount To Be Retained in Employment Security

AdmisaUst m Acaunt

(f) (1) The Secretary of the Treasury shall determine as of the
close of each fiscal year (bgimnnEg with the fiscal year ending June 30,
1961) the excess in the employment security administration account.

(2) (A) Except as provided in subparagraph (B), the excess in the
employment security administration account as of the close of any
fiscal year is the amount by which the net balance in such account as
of such time (after the application of section 902(b) and section 901
(f) (3) (C)) exceeds the net balance in the employment security ad-
ministration account as of the beginning of that fiscal year (includ-

* ing the fiscal year for which the excess is being computed) for which
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the net balance was higher than as of the beginning of any other such
fiscal year.

(B) With respect to the fiscal years ending June 30, 1970, June 30,
1971, and June 30, 1972, the balance in the employment security
administration account at the close of each such fiscal year shall not
be considered excess but shall be retained in the account for use as
provided in paragraph (1) of subsection (c).

(3) (A) The excess determined as provided in paragraph (2) as of
the close of any fiscal year after June 30, 1972, shall be retained (as of
the beginning of the succeeding fiscal year) in the employment secu-
rity administration account until the amount in such account is equal
to 40 percent of the amount of the total appropriation by the Congrese
out of the employment security administration account for the fiscal
year for which the excess is determined. Three-eighths of the amount
in the employment security administration account as of the beginning
of any fiscal year after June 30, 19792, or $150 million, whichever is the
lesser, is authorized to be made available for such fiscal year pursuant
to subsection (c) (1) for additional costs of administration due to an
increase in the rate of insured unemployment for a calendar quarter
of at least 15 percent over the rate of insured unemployment for the
corresponding calendar quarter in the immediately preceding year.'

(B) If the entire amount of the excess determined as provided in
paragraph (2) as of the close of any fiscal year after June 30, 1972, is
not retained in the employment security administration account, there
shall be transferred (as of the beginning of the succeeding fiscal year)
to the extended unemployment compensation account the balance of
such excess or so much thereof as is required to increase the amount
in the extended unemployment compensation account to the limit pro-
vided in section 905(b) (2).

(C) If as of the close of any fiscal year after June 30, 1972, the
amount in the extended unemployment compensation account exceeds
the limit provided in section 905(b) (2), such excess shall be trans-
ferred to the employment security administration account as of the
close of such fiscal year.

(4) For the purposes of this section, the net balance in the employ-
eient security administration account as of any time is the amount in

such account as of such time reduced by the sum of-
(A) the amounts then subject to transfer pursuant to subsec-

tion (d), and
(B) the balance of advances (plus interest accrued thereon)

then repayable to the revolving fund established by subsection
(e).

1 Subpaagraph (A) was amended by section 39 of P.L. 94-273.
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The net balance in the employment security administration account
as of the beginning of any fiscal year shall be determined after the
disposition of the excess in such account as of the close of the preced-
ing fiscal year.

Transfers Between Federal Unemployment Account and

Employment Security Administration Account

"Transfers to Federal Unemployment Account

Sec. 902. (a) Whenever the Secretary of the Treasury determines
pursuant to section 901 (f) that there is an excess in the employment
security administration account as of the close of any fiscal year and
the entire amount of such excess is not. retained in the employment
security administration account or transferred to the extended un-
employment compensation account as provided in section 901(f) (3),
there shall be transferred (as of the beginning of the succeeding fiscal
year) to the Federal unemployment account the balance of such ex-
cess or so much thereof as is required to increase the amount in the
Federal unemployment account to whichever of the following is the
greater:

(1) $550 million, or
(2) the amount (determined by the Secretary of Labor and

certified by him to the Secretary of the Treasury) equal to one-
eighth of 1 percent of the total wages subject (determined with-
out any information on amount) to contributions under all State
unemployment compensation laws for the calendar year ending
during the fiscal year for which the excess is determined.

Transfers to Employment Security Administration Account

(b) The amount, if any, by which the amount in the Federal un-
employment account as of the close of any fiscal year exceeds the
greater of the amounts specified in paragraphs (1) and (2) of sub-
section (a) shall be transferred to the employment security adminis-
tration account as of the close of such fiscal year.

Report to the Congres

(c) Whenever the Secretary of Labor has reason to believe that
in the next fiscal year the employment security administration ac-
count will reach the limit provided for such account in section 901(f)
(3) (A), and the Federal unemployment account will reach the limit
provided for such account in section 902(a), and the extended tumem-
ployment compensation account will re-ch the limit provided for such
account in section 905(b) (2), he shall, after consultation with the
Secretary of the Treasury, so report to the Congress with a recom-
mendation for appropriate action by the Congress.
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Amounts Transferred to State Accounts

In General 0
Sec. 903. (a)(1) If as of the close of any fiscal year after the

fiscal year ending June 30, 1972, the amount in the extended unem-
ployment compensation account has reached the limit provided in sec-
tion 905(b) ('2) and the amount in the Federal unenmployment account
has reached the limit provided in section 90"2(a) and all advances pur-
suant to section 9o.'(d) and section 1203 have been repaid, and there
remains in the employment security administration account any
amount over the amount provided in section 901 (f) (3) (A), such ex-
cess amount, except as provided in subsection (b), shall be transferred
(as of the beginning of the succeeding fiscal year) to the accounts of
the States in the Unemployment Trust Fund.

(2) Each State's shaire of the funds to be transferred under this
subsection as of any Oct ober I-

(A) shall be determined by the Secretary of Labor and certi-
fied by him to the Secretary of the Treasury before that date on
the basis of reports furnished by the States to the Secretary of
Labor before September 1, and

(B) shall bear the same ratio to the total amount to be so
transferred as the amount of wages subject to contributions under
such State's unemployment compensation law during the preced-
ing calendar year which have been reported to the State before
August 1 bears to the total of wages subject to contributions under
all State unemployment compensation laws during such calendar
year which have been reported to the States before August 1.'

Limitation on Transfers

(b) (1) If the Secretary of Labor finds that on October 1 of any
fiscal year-

(A) a State is not eligible for certification under section 303, or
(B) the law of a State is not approvable under section 3304

of the Federal Unemployment Tax Act,
then the amount available for transfer to such State's account shall.
in lieu of being so transferred, be transferred to the Federal unem-
ployment account as of the beginning of such October 1. If. during the
fiscal year beginning on such October 1, the Secretary of Labor finds
and certifies to the Secretary of the Treasury that such State is eligible
for certification under section 303, that the law of such State is ap-
provable under such section 3304, or both, the Secretary of the Treasury

I Paragraph (2) was amended b7 sections 2(20). 3(23) and 23 of P.L 94-273.
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shall transfer such amount from the Federal unemployment account to
the account of such State. If the Secretary of Labor does not so find
and certify to the Secretary of the Treasury before the close of such
fiscal year then the amount which was available for transfer to such
State's account as of October 1 of such fiscal year shall (as of the close
of such fiscal year) become unrestricted as to use as part of the Federal
unemploymient accountt 1

(2) The amount which, but for this paragraph, would be trans-
ferred to the account of a State under subsection (a) or paragraph (1)
of this subsection shall be reduced (but not below zero) by the balance
of advances made to the State under section 1201. The sum by which
such amount is reduced shall-

(A) be transferred to or retained in (as the case may be) the
Federal unemployment account, and

(B) be credited against, and operate to reduce-
(i) first, any balance of advances made before the date of

the enactment of the Employment Security Act of 1960 to
the State under section 1201, and

(ii) second, any balance of advances made on or after
such date to the State under section 1201.

(3) [Repealed.]
Use of Transferred Amounts

(c) (1) Except as provided in paragraph (2), amounts transferred
to the account of a State pursuant to subsections (a) and (b) shall be
used only in the payment of cash benefits to individuals with respect
to their unemployment, exclusive of expenses of administration.

(2) A State may. pursuant to a specific appropriation made by the
legislative body of the State, use money withdrawn from its account
in the payment of expenses incurred by it for the administration of
its unemployment compensation law and public employment offices if
and only if-

(A) the purposes and amounts were specified in the law mak-
ing the appropriation,

(B) the appropriation law did not authorize the obligation of
such money after the close of the two-year period which began on
the date of enactment of the appropriation law,

(C) the money is withdrawn and the expenses are incurred
after such date of enactment, and

(D) the appropriation law limits the total amount which may
be obligated during a twelve-month period (as prescribed in the
law of the State), or during a transitional period of less than

'Paragraph (1) was amended by section 3(23) of P.L 4-27&
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twelve months caused by a change in the twelve-month period (as
prescribed in the law of the State), to an amount which does not
exceed the amount by which (i) the aggregate of the amounts
transferred to the account of such State pursuant to subsections
(a) and (b) during such twelve-month period or transitional
period of less than twelve months and the twenty-four preceding
twelve-month periods (including the transitional period of less
than twelve months if it is within such twenty-four twelve-month
periods) exceeds (ii) the aggregate of the amounts used by the
State pursuant to this subsection and charged against the amounts
transferred to the account of such State during such twenty-four
twelve-month periods (and the transitional period of less than
twelve months if it is within the twenty-four twelve-month
periods).

For the purposes of subparagraph (D), amounts used by a State
during any twelve-month period or transitional period of less than
twelve months shall be charged against equivalent amounts which
were transferred and which have not previously been so charged;
except that no amount obligated for administration during any such
period may be charged against any amount transferred during a
twelve-month period or transitional period of less than twelve months
earlier than the twenty-fourth preceding twelve-month period (in-
cluding the transitional period of less than twelve months if it is
within such twenty-four twelve-month periods).'

Unemployment Trust Fund

Establishment, etc.

Se.. 904. (a) There is hereby established in the Treasury of the
United States a trust fund to be known as the "Unemployment Trust
Fund", hereinafter in this title called the "Fund". The Secretary of
the Treasury is authorized and directed to receive and hold in the
Fund all moneys deposited therein by a State agency from a State
unemployment fund, ot by the Railroad Retirement Board to the
credit of the railroad unemployment insurance account or the railroad
unemployment insurance administration fund, or otherwise deposited
in or credited to the Fund or any account therein. Such deposit may
be made directly with the Secretary of the Treasury, with any de-
positary designated by him for such purpose, or with any Federal
Reserve Bank.

Iwestmeats

(b) It shall be the duty of the Secretary of the Treasury to invest
such portion of the Fund as is not, in his judgment, required to meet

SParagraph (2) was amended b7 section 41 of P.L 96-W&
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current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the
issue price, or (2) by purchase of outstanding obligations at the
market price. The purposes for which obligations of the United States
may be issued under the Second Liberty Bond Act, as amended, are
hereby extended to authorize the issuance at par of special obliga-
tions exclusively to the Fund. Such special obligations shall bear in-
terest at a rate equal to the average rate of interest, computed as of
the end of the calendar month next preceding the date of such issue,
borne by all interest-bearing obligations of the United States then
forming part of the public debt; except that where such average rate
is not a multiple of one-eighth of 1 per centum, the rate of interest
of such special obligations shall be the multiple of one-eighth of 1 per
centum next lower than such average rate. Obligations other than such
special obligations may be acquired for the Fund only on such terms
as to provide an investment yield not less than the yield which would
be required in the case of special obligations if issued to the Fund
upon the date of such acquisition. Advances made to the Federal un-
employment account pursuant to section 1203 shall not be invested.

Sale or Redemption of Obliations
(c) Any obligations acquired by the Fund (except special obliga-

tions issued exclusively to the Fund) may be sold at the market price,
and such special obligations may be redeemed at par plus accrued
interest.

Treatment of Interest and Proceeds

(d) The interest on, and the proceeds from the sale or redemption
of, any obligations held in the Fund shall be credited to and form a
part of the Fund.

Separate Book Accounts

(e) The Fund shall be invested as a single fund, but the Secretary
of the Treasury shall maintain a separate book account for each State
agency, the employment security administration account, the Federal
unemployment account, the railroad unemployment insurance account.
and the railroad unemployment insurance administration fund and
shall credit quarterly (on March 31, June 30, September 30, and De-
cember 31, of each year) to each account, on the basis of the average
daily balance of such account, a proportionate part of the earnings of
the Fund for the quarter ending on such date. For the purpose of this
subsection the average daily balance shall be computed-

(1) in thecase of any State account, by reducing (but not below
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zero) the amount in the account by the balance of advances made
to the State under section 1201, and

(2) in the case of the Federal unemployment account-
(A) by adding to the amount in the account the aggregate

of the reductions under paragraph (1), and
(B) by subtracting from the sum so obtained the balance

of advances made under section 1203 to the account.

Payments to State Agencies and Railroad Retirement Board

(f) The Secretary of the Treasury is authorized and directed to
pay out of the Fund to any State agency su *amount as it may duly
requisition, not exceeding the amount standing to the account of such
State agency at the time of such payment. The Secretary of the
Treasury is authorized and directed to make such payments out of the
railroad unemployment insurance account for the payment of bene-
fits, and out of the railroad unemployment insurance administration
fund for the payment. of administrative expenses, as the Railroad
Retirement Board may duly certify, not exceeding the amount stand-
ing to the credit of such account or such fund, as the case may be, at
the time of such payment.

Federal Unemployment Account

(g) There is hereby established in the Unemployment Trust Fund
a Federal unemployment account. There is hereby authorized to be
appropriated to such Federal unemployment account a sum equal to
(1) the excess of taxes collected prior to July 1, 1946, under title IX
of this Act or under the Federal employment Tax Act, over the
total unemployment administrative expenditures made prior to
July 1, 1946, plus (2) the excess of taxes collected under the Federal
Unemployment Tax Act after June 30, 1946, and prior to July 1, 1953,
over the unemployment administrative expenditure made after
June 30, 1946, and prior to July 1, 1953. As used in this subsection, the
term "unemployment administrative expenditures" means expendi-
tures for grants under title III of this Act, expenditures for the
administration of that title by the Social Security Board, the Federal
Security Administrator, or the Secretary of Labor, and expenditures
for the administration of title IX of this Act, or of the Federal Un-
employment Tax Act, by the Department of the Treasury, the Social
Security Board; the Federal Security Administrator, or the Secretary
of Labor. For the purposes of this subsection, there shall be deducted
from the total amount of taxes collected prior to July 1, 1943, under
title IX of this Act, the sum of $40,561,886.43 which was authorized
to be appropriated by the Act of August 24, 1937 (50 Stat. 754), and
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the sum of $18,451,846 which was authorized to be appropriated by
section 11(b) of the Railroad Unemployment Insurance Act.

Extended Unemployment Compensation Account

FAtablihmwnt of Account

See. 905. (a) There is hereby established in the Unemploynment
Trust Fund an extended unemployment compensation account. For
the purposes provided for in section 904(e), such account shall be
maintained as a separate book account.

Transfers to Account

(b) (1) Except as provided by paragraph (3), the Secretary of
the Treasury shall transfer (as of the close of July 1970, and each
month thereafter), from the employment security administration ac-
count to the extended unemployment compensation account estab-
lished by subsection (a), an amount determined by him to be equal,
in the caso of any month before April 1972, to one-fifth, and in the
case of any month after March 1972., to one-tenth, of the amount by
which-

(A) transfers to the employment security administration ac-
count pursuant to section 901(b) (2) during such month, exceed

(B) payments during such month from the employment secu-
rity administration ac ount pursuant to section 901 (b) (3)
and (d).

If for any such month the payments referred to in subparagraph (B)
exceed the transfers referred to in subparagraph (A), proper adjust-
ments shall be made in the amounts subsequently transferred. In the
case of any month after March 1973 and before April of the first
calendar year to which paragraph (2) of section 3301 of the Federal
Unemployment Tax Act applies, the first sentence of this paragraph
shall be applied by substituting "five-fourteenths" for "one-tenth."'

(2) Whenever the Secretary of the Treasury determines pursuant
to section 901(f) that there is an excess in the employment sect,:ity
administration account as of the close of any fiscal year beginning
after June 30, 1972, there shall be transferred (as of the becoming
of the succeeding fiscal year) to the extended unemployment com-
pensation account the total amount of such excess or so much thereof
as is required to increase the amount in the extended unemployment
compensation account to whichever of the following is the greater:

(A) $750,000,000, or
(B) the amount (determined by the Secretary of Labor and

certified by him to the Secretary of the Treasury) equal to one-
eighth of 1 percent of the total wages subject (determined with-

1 Paragr.ph (1) was amended b section 211(e) (2) of P.L. 94-6.5
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out any limitation on amount) to contributions under all State
unemployment compensation laws for the calendar year ending a
during the fiscal year for which the excess is determined. W

(3) The Secretary of the Treasury shall make no transfer pursuant
to paragraph (1) as of the close of any month if he determines that
the amomit in the extended unemployment compensation account is
equal to (or in excess of) the limitation provided in paragraph (2).

Transfers to State Accounts

(c) Amounts in the extended unemployment compensation account
shall be available for transfer to the accounts of the States in the Un-
employment Trust Fund as provided in section 201(e) of the Federal-
State Extended Unemployment Compensation Act of 1970.

Advances to Extended Unemployment Compensation Account and Repayment

(d) There are hereby authorized to be appropriated, without fiscal
year limitation, to the extended unemployment compensation account,
as repayable advances (without interest), such sunis as may be neces-
sary .a carry out the purposes of the Federal-State Extended Un-
employment Compensation Act of 1970. Amounts appropriated as
repayable advances shall be repaid, without interest, by transfers
from the extended unemployment compensation account to the gen-
eral fund. of the Treasury, at such times as the amount in the extended
employment compensation account is determined by the SecretaryW
of the Treasury, in consultation with the Secretary of Labor, to be
adeq.atA for such purpose. Any amount transferred as a repayment
under this subsection shah be credited against, and shall operate to
reduce, any balance of advances repayable under this subsection.

Unemployment Compensation Research Program

Sec. 906. (a) The Secretary of Labor shall-
(1) establish a continuing and comprehensive program of

research to evaluate the unemployment compensation system.
Such research shall include, but not be limited to, a program of
factual studies covering the role of unemployment compensation
under varying patterns of unemployment including those in sea-
sonal industries, the relationship between the unemployment
compensation and other social insurance programs, the effect of
State eligibility and disqualification provisions, the personal
characteristics, family situations, employment background and
experience of claimants, with the results of such studies to be
made public; and

(2) establish a program of research to develop information
(which shall be made public) as to the effect and impact of ex-@
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tending coverage to excluded groups with first attention to agri-
cultural labor.

(b) To assist in the establishment and provide for the continua-
tion of the comprehensive research program relating to the unem-
ployment compensation system, there are hereby authorized to be ap-
propriated for the fiscal year ending June 30, 1971, and for each
fiscal year thereafter, such sums, not to exceed $8,000,000, as may
be necessary to carry out the purposes of this section. From the
sums authorized to be appropriated by this subsection the Secretary
may provide for the conduct of such research through grants or
contracts.

Personnel Training

See. 907. (a) In order to assist in increasing the effectiveness
and efficiency of administration of the unemployment compensation
program by increasing the number of adequately trained personnel,
the Secretary of Labor shall-

(1) provide directly, through State agencies, or through con-
tracts with institutions of higher education or other qualified
agencies, organizations, or institutions, programs mid courses de-
signed to train individuals to prepare them, or improve their qual-
ifications, for service in the administration of the unemployment
compensation program, including claims determinations and ad-
judication, with such stipends and allowances as may be permitted
under regulations of the Secretary;

(2) develop training materials for and provide technical assist-
ance to the State agencies in the operation of their training
programs;

(3) under such regulations as he may prescribe, award fellow-
ships and traineeships to persons in the Federal-State employ-
ment security agencies, in order to prepare them or improve their
qualifications for service in the administration of the unemploy-
ment compensation program.

(b) The Secretary may, to the extent that he finds such action to
be necessary, prescribe requirements to assure that any person receiv-
ing a fellowship, traineeship, stipend or allowance shall repay the
costs thereof to the extent that such person fails to serve in the Federal-
State employment security program for the period prescribed by the
Secretary. The Secretary may relieve any individual of his obligation
to so repay, in whole or in part, whenever and to the extent that such
repayment would, in his judgment, be inequitable or would be con-
trary to the purposes of any of the programs established by this
section.

(c) The Secretary, with the concurrence of the State, may detail
Federal employees to State unemployment compensation administra-
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tion and the Secretary may concur in the detailing of State employees
to the United States Department of Labor for temporary periods for
training or for purposes of unemployment compensation administra-
tion, and the provisions of section 507 of the Elementary and Second-
ary Education Act of 1965 (79 Stat. 27) or any more general program
of interchange enacted by a law amending, supplementing or replac-
ing section 507 shall apply to any such assignment.

(d) There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1971, and for each fiscal year thereafter such
sums, not to exceed $5,000,000, as may be necessary to carry out the
purposes of this section.

Federal Advisory Council

See. 908. (a) The Secretary of Labor shall establish a Federal
Advisory Council, of not to exceed 16 members including the chair-
man, for the purpose of reviewing the Federal-State program of un-
employment compensation and making recommendations to him for
improvement of the system.

(b) The Council shall be appointed by the Secretary without regard
wo the civil service laws and shall consist of men and women who shall
be representatives of employers and employees in equal numbers, and
the public.

(c) The Secretary may make available to the Council an Executive
Secretary and secretarial, clerical, and other assistance, and such perti-
nent data prepared by the Department of Labor, as it may require to
carry out its functions.

(d) Members of the Council shall, while serving on business of the
Council, be entitled to receive compensation at rates fixed by the Sec-
retary, but not exceeding $100 per day, including travel time; and
while so serving away from their homes or regular places of business,
they may be allowed travel expenses, including per diem in lieu of
subsistence, as authorized by 5 U.S.C. 5703 (b) for persons in govern-
ment service employed intermittently.

(e) The Secretary shall encourage the organization of similar State
advisory councils.

(f) There are hereby authorized to be appropriated for the fiscal
year ending June 30, 1971, and for each fiscal year thereafter such
sums, not to exceed $100,000, as may be necessary to carry out the
purposes of this section.
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Appropriation

Section 1001. For the purpose of enabling each State to furnish
financial assistance, as far as practicable under the conditions in such
State, to needy individuals who are blind and of encouraging each
State, as far as practicable under such conditions, to furnish rehabili-
tation and other services to help such individuals attain or retain
capability for self-support or self-care, there is hereby authorized to
be appropriated for each fiscal year a sum sufficient to carry out the
purposes of this title. The sums made available under this section
shall be used for making payments to States which have submitted,
and had approved by the Secretary of Health, Education, and Wel-
fare, State plans for aid to the blind.

State Plans for Aid to the Blind

See. 1002. (a) A State plan for aid to the blind must (1) except
to the extent permitted by the Secretary with respect to services, pro-
vide that it shall be in effect in all political subdivisions of the State,
and, if administered by them, be mandatory upon them; (2) provide
for financial participation by the State; (3) either provide for the
establishment or designation of a single State agency to administer the
plan, or provide for the establishment or designation of a single State
agency to supervise the administration of the plan; (4) provide (A)
for granting an opportunity for a fair hearing before the State agency
to any individual whose claim for aid to the blind is denied or is not
acted upon with reasonable promptness, and (B) that if the State plan
is administered in each of the political subdivisions of the State by a
local agency and such local agency provides a hearing at which evi-
dence may be presented prior to a hearing before the State agency,

IP.. 52403, see. 303 repealed title X elective January 1, 1574, but such repeal does
not apply to Puerto Ricom Guam, and the Virgin Ilaad s

This table of contents does not appear 1a the law.
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such local agency may put into effect immediately upon issuance its
decision upon the matter considered at such hearing; (5) provide*
(A) such methods of administration (including after January 1, 1SIO,
methods relating to the establishment and maintenance of personnel
standards on a merit basis, except that the Secretary shall exercise no
authority with respect to the selection, tenure of office, and compensa-
tion of any individual employed in accordance with such methods) as
are found by the Secretary to be necessary for the proper and efficient
operation of the plan, and (B) for the training and effective use of
paid subprofessional staff, with particular emphasis on the full-time
or part-time employment of recipients and other persons of low-in-
come, as community service aides, in the administration of the plan
and for the use of nonpaid or partially paid volunteers in a social
service volunteer program in providing services to applicants and re-
cipients and in assisting any advisory committees established by the
State agency; (6) provide that the State agency will make such re-
ports, in such form and containing such information, as the Secretary
may from time to time require, and comply with such provisions as
the Secretary may from time to time find necessary to assure the cor-
rectness and verification of such reports; and (7) provide that no aid
will be furnished any individual under the plan with respect to any
period with respect to which he is receiving old-age assistance under
the State plan approved under section 2 of this Act or aid to families
with dependent children under the State plan approved under section*
402 of this Act; (8) provide that the State agency shall, in determin-
ing need, take into consideration any other income and resources of the
individual claiming aid to the blind, as well as any expenses reason-
ably attributable to the earning of any such income, except that, in
making such determination, the State agency (A) shall disregard the
first $85 per month of earned income, plus one-half of earned income
in excess of $85 per month, (B) shall, for a period not in excess of
twelve months, and may, for a period not in excess of thirty-six months,
disregard such additional amounts of other income and resources, in
the case of an individual who has a plan for achievhing self-support
approved by the State agency, as may be necessary for the fulfillment
of such plan, and (C) may, before disregarding the amounts referred
to in clauses (A) and (B), disregard not more than $7.50 of any
income; (9) provide safeguards which permit the use or disclosure
of information concerning applicants or recipients only (A) to public
officials who require such information in connection with their official
duties, or (B) to other persons for purposes directly connected with
the administration of the State plan; (10) provide that, in determin-
ing whether an individual is blind, there shall be an examination by a
physician skilled in diseases of the eye or by an optometrist, which-
ever the individual may select; (11) effective July 1, 1951, provide thatW

296



See. 1003(a)

all individuals wishing to make application for aid to the blind shall
Shave opportunity to do so, and that aid to the blind shall be furnished
with reasonable promptness to all eligible individuals; (12) effective
July 1, 1953, provide, if the plan includes payments to individuals in
private or public institutions, for the establishment or designation of a
State authority or authorities which shall be responsible for establish-
ing and maintaining standards for such institutions; and (13) provide
a description of the services (if any) which the State agency makes
available (using whatever internal organizational arrangement it finds
appropriate for this purpose) to applicants for and recipients of aid
to the blind to help them attain self-support or self-care, including a
description of the steps taken to assure, in the provision of such serv-
ices, maximum utilization of other agencies providing similar or re-
lated services.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid to the blind
under the plan-

(1) Any residence requirement which excludes any resident of
the State who has resided therein five years during the nine years
immediately preceding the application for aid and has resided
therein continuously for one year immediately preceding the ap-
plication; or

(2) Any citizenship requirement which excludes any citizen of
the United States. At the option of the State, the plan may pro-
vide that manuals and other policy issuances will be furnished to
persons without charge for the reasonable cost of such materials,
but such provision shall not be required by the Secretary as a
condition for the approval of such plan under this title.

In the case of any State (other than Puerto Rico and the Virgin Is-
lands) which did not have on January 1, 1949, a State plan for aid
to the blind approved wider this title, the Secretary shall approve a
plan of such State for aid to the blind for purposes of this title, even
though it does not meet the requirements of clause (8) of subsection
(a) of this section, if it meets all other requirements of this title for
an approved plan for aid to the blind; but payments under section
1003 shall be made, in the case of any such plan, only with respect
to expenditures thereunder which would be included as expenditures
for the purposes of section 1003 under a plan approved under this sec-
tion without regard to the provisions of this sentence.

Payments to States

* See. 1003. (a) From the sums appropriated therefor, the Secretary
of the Treasury shall pay to each State which has an. approved plan for
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aid to the blind, for each quarter, beginning with the quarter commenc-
ing October 1, 1958--

(1) in the case of any State other than Puerto Rico, the Vir-
gin Islands, and Guam, an amount equal to the sum of the fol-
lowing proportions of the total amounts expended during such
quarter as aid to the blind under the State plan (including ex-
penditures for premiums wuder part B of title XVIII for indi-
viduals who are recipients of money payments under such plan
and other insurance preminus for medical or any other type of
remedial care or the cost thereof)-

(A) 3%T of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $37 multiplied by the total number of recipients
of aid to the blind for such month (which total number, for
purposes of this subsection, means (i) the number of indi-
viduals who received aid to the blind in the form of money
payments for such month, plus (ii) the number of other in-
dividuals with respect to whom expenditures were made in
such month as aid to the blind in the form of medical or any
other type of remedial care) ; plus

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

(2) in the case of Puerto Rico, the Virgin Islands, and Guam
an amount equal to one-half of the total of the sums expended
during such quarter as aid to the blind under the State plan (in-
cluding expenditures for premiums under part B of title XVIII
for individuals who are recipients of money payments under such
plan and other insurance premiums for medical or any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $37.50 multi-
plied by the total number of recipients of aid to the blind for such
month; and

(3) in the case of any State whose State plan approved under
section 1002 meets the requirements of subsection (c) (1) an
amount equal to the sum of the following proportions of the total
amounts expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and
efficient administration of the State plan-

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

298



Sec. 1003(a)

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

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

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

(iv) the training (including both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial assistance to stu-
dents enrolled in such institutions) of personnel em-
ployed or preparing for employment by the State agency
or by the local agency administering the plan in the po-
litical subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services provided
(in accordance with the next sentence) to applicants for or
recipients of aid to the blind, and to individuals requesting
such services who (within such period or periods as the Secre-
tary may prescribe) have been or are likely to become appli-
cants for or recipients of such aid; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraph (A) and (B) shall, ex-
cept to the extent specified by the Secretary, include only-

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

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

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

(4) in the case of any State whose State plan approved under
section 1002 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to be
paid to the State for such quartFr under the provisions of subsec-
tion (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the
State and its political subdivisions for such expenditures in such
quarter, and if such amount is less than the State's proportiona.Le



Sec. 1003(c)

share of the total sum of such estimated expenditures, the source
or sources from which the difference is expected to be derived,
(B) records showing the number of blind individuals in the State,
and (C) such other investigation as the Secretary may find
necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which the
Secretary of Health, Education, and Welfare finds that his esti-
mate for any prior quarter was greater or less than the amount
which should have been paid to the State under subsection (a) for
such quarter, and (B) reduced by a sum equivalent to the pro rata
share to which the United States is equitably entitled, as deter-
mined by the Secretary of Health, Education, and Welfare, of the
net amount recovered during a prior quarter by the State or any
political subdivision thereof with respect to aid to the blind fur-
nished under the State plan; except that such increases or reduc-
tions shall not be made to the extent that such sums have been
applied to make the amount certified for any prior quarter greater
or less than the amount estimated by the Secretary of Health,
Education, and Welfare for such prior quarter: Provided, That
any part of the amount recovered from the estate of a deceased
recipient which is not in excess of the amount expended by the
State Qr any political subdivision thereof for the funeral expenses
of the deceased shall not be considered as a basis for reduction
under clause (B) of this paragraph.

(3) The Secretary of the Treasury shall thereupon, through
the Fiscal Service of the Treasury Department, and prior to
audit or settlement by the General Accounting Office, pay to the
State, at the time or times fixed by the Secretary of Health,
Education, and Welfare, the amounts so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1002 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the blind at least those services to
help them attain or retain capability for self-support or self-care
which are prescribed by the Secretary.

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

(A) the provision has been so changed that it no longer com-
plies with the requirements of paragraph (1), or
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(B) in the administration of the plan there is a failure to com-
ply substantially with such provision,

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to
comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made, sub-
ject to the other provisions of this title, under paragraph (4) of such
subsection.

Operation of State Plans

See. 1004. In the case of any State plan for aid to the blind which
has been approved by the Secretary of Health, Education, and Wel-
fare, if the Secretary, after reasonable notice and opportunity for
hearing to the State agency administering or supervising the admninis-
tration of such plan, finds--

(1) that the plan has been so changed as to impose any resi-
dence or citizenship requirement prohibited by section 1002(b),
or that in the administration of the plan any such prohibited
requirement is imposed, w~th the knowledge of such State agency,
in a substantial number of cases; or

(2) that in the administration of the plan there is a failure
to comply substantially with any provision required by section
1002(a) to be included in the plan;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure) until the Secretary is satisfied that such prohibited
requirement is no longer so imposed, and that there is no longer any
such failure to comply. Until he is so satisfied he shall make no furth r
payments to such State (or shall limit payments to categories under
or parts of the State plan not affected by such failure).

Administration

See. 1005. Executed. Authorized appropriation for administrative
expenses of the Social Security Board for the fiscal year ending
June 30, 1936.

Definition

Sec. 1006. For the purpose of this title, the term "aid to the blind"
means money payments to, or (if provided in or after the third month
before the month in which the recipient makes application for aid)
medical care in behalf of or any type of remedial care recognized under
State law in behalf of, blind individuals who are needy, but does not
include any such payments to or care in behalf of any individual who
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Ls an inmate of a public institution (except as a patient in a medical
institution) or any individual who is a patient in an institution for
tuberculosis or mental diseases. Such term also includes payments
which are not included within the meaning of such term under the
preceding sentence, but which would be so included except that they
are made on behalf of such a needy individual to another individual
who (as determined in accordance with standards prescribed by the
Secretary) is interested in or concerned with the welfare of such needy
individual, but only with respect to a State whose State plan approved
under section 1002 includes provision for-

(1) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in this sentence;

(2) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the blind to
be paid (and in conjunction with other income and resources),
meet all the need of the individuals with respect to whom such
payments are made;

(3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determina-
tion under paragraph (1) to ascertain whether conditions justify-
ing such determination still exist, with provision for termination
of such payments if they do not and for seeking judicial appoint-
ment of a guardian or other legal representative, as described in
section 1111, if and when it appears that such action will best
serve the interests of such needy individual; and

(5) opportunity for a fair hearing before the State agency on
the determination referred to in paragraph (1) for any indi-
vidual with respect to whom it is made.

At the option of a State (if its plan approved under this title so
provides), such terni (i) need not include money payments to an indi-
vidual who has been absent from such State for a period in excess of
90 consecutive days (regardless of whether he has maintained his
residence in such State during snch period) until he has been present
in such State for 30 consecutive days in the case of such an individual
who has maintained his residence in such State during such period or
90 consecutive days in the case of any other such individual and (ii)
may include rent payments made directly to a public housing agency
on behalf of a recipient or a group or groups of recipients of aid under
such plan.
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Part A-General Provisions

Definitions

See. 1101. (a) When used in this Act-
(1) The term "State". except where otherwise provided, includes

the District of Columbia and the Coinnionwealth of Puerto Rico. and
when used in titles IV. V, VII, XI. and XIX includes the Virgin
Islands and Guamn. Such term when used in titles III. IX, and XII
also includes the Virgin Islands. Such term when used in title V and
in part B of this title also includes American Samoa and the Trust Ter-
ritory of the Pacific Islands. In the case of Puerto Rico. the Virgin
Ishlnds, and Guarm. title I. X, anl XIV. and title XVI. (as in effect
without regard to the amendment made by section 301 of the Social
Security Amendments of 1972) shall continue to apply. and the term
"States" when used in such titles (but not in title XVI as in effect
pursuant to such alfen(hnent after December 31, 1973) includes Puerto
Rico, the Virgin Islands, and Guam.-2

1 This table of contents does not appear in the law.
2 Paracraph t1) uas amended by ,ection 116(a) of P.L. 94-5tW and by -se. 54e) 121 ofP.L. 95-142.
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(2) The term "United States" when used in a geographical sense
means, except when otherwise provided, the States.

(3) The term "person" means an individual, a trust or estate, a
partnerhip, or a corporation.

(4) The term "corporation" includes associations, joint-stock com-
panies, and insurance companies.

(5) The term "shareholder" includes a member in an association,
joint-stock company, or insurance company.

(6) The term "Secretary", except when the context otherwise re-
quires, means the Secretary of Health, Education, and Welfare.

(7) The terms "physician" and "medical care" and "hospitaliza-
tion" include osteopathic practitioners or the services of osteopathic
practitioners and hospitals within the scope of their practice as de-
fined by State law.

(8) (A) The "Federal percentage" for any State (other than
Puerto Rico, the Virgin Islands, and Guam) shall be 100 per centum
less the State percentage; and the State percentage shall be that per-
centage which bears the same ratio to 50 per centum as the square of
the per capita income of such State bears to the square of the per
capita income of the United States; except that the Federal percent-
age shall in no case be less than 50 per centum or more than 65 per
centum.

* (B) The Federal percentage for each State (other than Puerto
Rico, the Virgin Islands, and Guam) shall be promulgated by the
Secretary between October 1 and November 30 of each even-num-
bered year, on the basis of the average per capita income of each
State and of the United States for the three most recent calendar
years for which satisfactory data are available from the Department
of Commerce. Such promulgation shall be conclusive for each of the
eight quarters in the period beginning October 1 next succeeding
such promulgation: Prorided. That the Secretary shall promulgate
such percentage as soon as possible after the enactment of the Social
Security Amendments of 1958. which promulgation shall be con-
clusive for each of the eleven quarters in the period beginning Octo-
ber 1, 1958, and ending with the close of June 30, 1961.1

(C) The term "United States" means (but only for purposes of
subparagraphs (A) and (B) of this paragraph) the fifty States and
the District of Columbia.

(D) Promulgations made before satisfactory data are available
from the Department of Commerce for a full year on the per capita
income of Alaska shall prescribe a Federal percentage for Alaska of
50 per centum and, for purposes of such promulgations, Alaska shall
not be included as part of the "United States." Promulgations made
thereafter but before per capita income data for Alaska for a full

I Paragraph (B) was amended by section 22 of P.L 94-273.
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three-year period are available from the Department of Commerce
shall be based on satisfactory data available therefrom for Alaska for
such one full year or, when such data are available for a two-year
period, for such two years.

(9) The term "shared health facility" means any arrangement
whereby-

(A) two or more health care practitioners practice their pro-
fessions at a common physical location;

(B) such practitioners share (i) common waiting areas, ex-
amining rooms, treatment rooms, or other space, (ii) the services
of supporting staff, or (iii) equipment;

(C) such practitioners have a person (who may himself be a
practitioner) -

(i) who is in charge of, controls, manages, or supervises
substantial aspects of the arrangement or operation for the
delivery of health or medical services at such common physi-
cal location, other than the direct furnishing of professional
health care services by the practitioners to their patients; or

(ii) who makes available to such practitioners the services
of supporting staff who are not employees of such practi-
tioners;

and who is compensated in whole or in part, for the use of such
common physical location or support services pertaining thereto,
on a basis related to amounts charged or collected for the services
rendered or ordered at such location or on any basis clearly
unrelated to the value of the services provided by the person; and

(D) at least one of such practitioners received payments on a
fee-for-service basis under titles V, XVIII, and XIX in an
amount exceeding $5,000 for any one month during the preceding
12 months or in an aggregate amount exceeding $40,000 during
the preceding 12 months;

except that such term does not include a provider of services (as de-
fined in section 1861 (u) of this Act), a health maintenance organiza-
tion (as defined in section 1301(a) of the Public Health Service Act),
a hospital cooperative shared services organization meeting the re-
quirements of section 501 (e) of the Internal Revenue Code of 1954,
or any public entity.'

(b) The terms "includes" and "including" when used in a definition
contained in this Act shall not be deemed to exclude other things
otherwise within the meaning of the term defined.

(c) Whenever under this Adt or any Act of Congress, or under the
law of any State, an employer is required or permitted to deduct any
amount from the remuneration of an employee and to pay the amount. 1 Paragraph (9) was added by see. 5(e) (2) of P.L. 95-142.
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deducted to the United States, a State, or any political subdivision
thereof, then for the purposes of this Act the amount so deducted shall
be considered to have been paid to the employee at the time of such
deduction.

(d) Nothing in this Act shall be construed as authorizing any Fed-
eral official, agent, or representative, in carrying out any of the pro-
visions of this Act, to take charge of any child over the objections of
either of the parents of such child, or of the person standing in loco
parentis to such child.

Rules and Regulations

See. 1102. The Secretary of the Treasury, the Secretary of Labor,
and the Secretary of Health, Education, and Welfare, respectively,
shall make and publish such rules and regulations, not inconsistent
with this Act, as may be necessary to the efficient administration of
the functions with which each is charged under this Act.

Separability

Sec. 1103. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the remainder of the Act
and the application of such provision to other persons or circum-
stances shall not be affected thereby.

Reservation of Power

Sec. 1104. The right to alter, amend, or repeal any provision of this
Act is hereby reserved to the Congress.

Short Title

See. 1105. This Act may be cited as the "Social Security Act."

Disclosure of Information in Possession of Department

Sec. 1106. (a) No disclosure of any return or portion of a return
(including information returns and other written statements) filed
with the Commissioner of Internal Revenue under title VIII of the
Social Security Act or under subchapter E of chapter 1 or subchapter
A of chapter 9 of the Internal Revenue Code of 1939, or under chapter
2 or 21 or, pursuant thereto, under subtitle F of the Internal Revenue
Code of 1954, or under regulations made under authority thereof,
which has been transmitted to the Secretary of Health, Education,
and Welfare by the Commissioner of Internal Revenue, or of any
file, record, report, or other paper, or any information, obtained at any
time by the Secretary or by any officer or employee of the Department
of Health, Education, and Welfare in the course of discharging the
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duties of the Secretary under this Act. and Yto d.sclosure of any such
file, record, report, or other paper, or information. obtainted at any
time by any person from the Secretary or from any officer or employee
of the Department of Health, Education, and Welfare, shall be made
except as the Secretary may by regulations prescribe and except as
provided in part D of title IV of this Act. Any person who shall vio.
late any provision of this section shall be deemed guilty of a misde.
meanor and, upon conviction thereof, shall be punished by a fine not
exceeding $1,000, or by imprisonment not exceeding one year, or both.

(b) Requests for information, disclosure of which is authorized by
regulations prescribed pursuant to subsection (a) of this section, and
requests for services, may, subject to such limitations as may be pre-
scribed by the Secretary to avoid undue interference with his func-
tions under this Act, be complied with if the agency, person, or organi-
zation making the request agrees to pay for the information or services
requested in such amount, if any (not exceeding the cost of furnishing
the information or services), as may be determined by the Secretary.
Payments for information or services furnished pursuant to this sec-
tion shall be made in advance or by way of reimbursement, as may be
requested by the Secretary, and shall be deposited in the Treasury as a
special deposit to be used to reimburse the appropriations (including

* authorizations to make expenditures from the Federal Old-Age and
Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance Trust Fund, and the Fed-
eral Supplementary 'Medical Insurance Trust Fund) for the unit or
units of the Department of Health, Education, and Welfare which
furnished the information or services. Notwithstanding the preceding
provisions of this subsection, requests for information made pursuant
to the provisions of part D of title IV of this Act for the purpose of
using Federal records for locating parents shall be complied with and
the cost incurred in providing such information shall be paid for as
provided in such part D of title IV.

(c) [Repealed.]
(d) Notwithstanding any other provision of this section the Sec-

retary shall make available to each State agency operating a program
under title XIX and shall, subject to the limitations contained in sub-
section (e), make available for public inspection in readily accessible
form.and fashion, the following official reports (not including, how-
ever, references to any internal tolerance rules and practices that may
be contained therein, internal working papers or other informal memo-
randa) dealing with the operation of the health programs established
by titles XVIII and XIX-

(1) individual contractor performance reviews and other for-
mal evaluations of the performance of carriers, intermediaries,

309h



Sec. 1106(d)

and State agencies, including the reports of follow-up reviews;
(2) comparative evaluations of the performance of such con-

tractors, including comparisons of either overall performance or
of any particular aspects of contractor operation; and

(3) program validation survey reports aid other formal eval-
uations of the performance of providers of services, including
the reports of follow-up reviews, except that such reports shall
not identify individual patients, individual health care practition-
ers, or other individuals.

(e) No report described in subsection (d) shall be made public
by the Secretary or the State title XIX agency until the contractor
or provider of services whose performance is being evaluated has had
a reasonable opportunity (not exceeding 60 days) to review such
report and to offer comments pertinent parts of which may be incor-
porated in the public report; nor shall the Secretary be required to
include in any such report information with respect to any deficiency
(or improper practice or procedures) which is known by the Secre-
tary to have been fully corrected, within 60 days of the date such
deficiency was first brought to the attention of such contractor or
provider of services, as the case may be.

Penalty for Fraud

Sec. 1107. (a) Whoever, with the intent to defraud any person,
shall make or cause to be made any false representation concerning
the requirement of +his Act, subchapter E of chapter 1 or subchapter
A, C, or E of chapter 9 of the Internal Revenue Code of 1939, or
chapter 2, 21, or 23 or section 6011(a), 6017, or 6051(a) of the In-
ternal Revenue Code of 1954 or of any rules or regulations issued there-
under, knowing such representations to be false, shall be deemed
guilty of a misdemeanor, and upon conviction thereof, shall be pun-
ished by a fine not exceeding $1,000, or by imprisonment not exceeding
one year, or both.

(b) Whoever, with the intent to elicit information as to the date of
birth, employment, wages, or benefits of any individual (1) falsely
represents to the Secretary of Health, Education, and Welfare that lie
is such individual, or the wife, husband, widow, widower, former wife
divorced, child, or parent of such individual, or the duly authorized
agent of such individual, or of the wife, husband, widow, widower,
fornier wife divorced, child, or parent of such individual, or (2)
falsely represents to any person that lie is an employee or agent of
the United States, shall be deemed guilty of a misdemeanor, and,
upon conviction thereof, shall be punished by a fine not exceeding
$1,000, or by imprisonment not exceeding one year, or both.
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LiDitation on Payments to Puerto Rico, the Virgin Islands,
and Guam

Sec. 1108. (a) Except as provided in 2002(a) (2) (D), the total
amount certified by the Secretary of Health, Education, and Welfare
under title I, X, XIV, and XVI, and under part A of title IV (exclu-
sive of any amounts on account of services and items to which subsec-
tion (b) applies)-

(1) for payment to Puerto Rico shall not exceed-
(A) $12,500,000 with respect to the fiscal year 1968,
(B) $15,000,000 with respect to the fiscal year 1969,
(C) $18,000,000 with respect to the fiscal year 1970,
(D) $21,000,000 with respect to the fiscal year 1971, or
(E) $24,000,000 with respect to the fiscal year 1972 and

each fiscal year thereafter;
(2) for payment to the Virgin Islands shall not exceed-

(A) $425,000 with respect to the fiscal year 1968,
(B) $500,000 with respect to the fiscal year 1969,
(C) $G00,000 with respect to the fiscal year 1970,
(D) $700,000 with respect to the fiscal year 1971, or
(E) $800,000 with respect to the fiscal year 1972 and each

fiscal year thereafter; and
(3) for payment to Guam shall not exceed-

(A) $575,000 with respect to the fiscal year 1968,
(B) $690,000 with respect to the fiscal year 1969,
(C) $825,000 with respect to the fiscal year 1970,
(D) $960,000 with respect to the fiscal year 1971, or
(E) $1,100,000 with respect to the fiscal year 1972 and each

fiscal year thereafter.
(b) The total amount certified by the Secretary under part A of

title IV, on account of family planning services and services provided
under section 40-2 (a) (19) with respect to any fiscal year-

(1) for payment to Puerto Rico shall not exceed $2,000,000,
(2) for payment to the Virgin Islands shall not exceed $65,000,

and
(3) for payment to Guam shall not exceed $90,000.

(c) The total amount certified by the Secretary under title XIX
with respect to any fiscal year-

(1) for payment to Puerto Rico shall not exceed $30,000,000,
(2) for payment to the Virgin Islands shall not exceed $1,000,000,

and
(3) for payment to Guam shall not exceed $900,000.
(d) Notwithstanding the provisions of section 502(a) and 512(a)

of this Act, and the provisions of sections 421, 503(1), and 504(1) of
this Act as amended by the Social Security Amendments of 1967, and
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until such time as the Congress may by appropriation or other law
otherwise provide, the Secretary shall, in lieu of the initial allotment
specified in such sections, allot such smaller amounts to Guam, Ameri-
can Samoa, and the Trust Territory of the Pacific Islands as he may
deem appropriate.

Amounts Disregarded Not To Be Taken Into Account in Deter-
mining Eligibility of Other Individuals

Sec. 1109. Any amount which is disregarded (or set aside for future
needs) in determining the eligibility of and amount of the aid or assist-
ance for any individual under a State plan approved under title I, X,
XIV, XVI, or XIX, or part A of title IV, shall not be taken into
consideration in determining the eligibility of and amount of aid or
assistance for any other individual under a State plan approved under
any other of such titles.

Cooperative Research or Demonstration Projects

Sec. 1110. (a) There are hereby authorized to be appropriated for
the fiscal year ending June 30, 1957, $5,000,000 and for each fiscal
year thereafter such sums as the Congress may determine for (1)
making grants to States and public and other nonprofit organiza-
tions and agencies for payment part of the cost of research or demon-
stration projects such as those relating to the prevention and reduc-
tion of dependency, or which will aid in effecting coordination of
planning between private and public welfare agencies or which will
help improve the administration and effectiveness of programs car-
ried on or assisted under the Social S'.curity Act and programs re-
lated thereto, and (2) making contracts or jointly financed cooperative
arrangements with States and public and other organizations and
agencies for the conduct of research or demonstration projects relating
to such matters.

(b) No contract or jointly financed cooperative arrangement shall
be entered into, and no grant shall be made, under subsection (a),
until the Secretary obtains the advice and recommendations of spe-
cialists who are competent to evaluate the proposed project as to
soundness of their design, the possibilities of securing productive re-
sults, the adequacy of resources to conduct the proposed research or
demonstrations, and their relationship to other similar research or
demonstrations already completed or in process..

(c) Grants and payments under contracts or cooperative arrange-
ments under subsection (a) may be made either in advance or by way
of reimbursement, as may be determined by the Secretary; and shall
be made in such installments and on such conditions as the Secretary
finds necessary to carry out the purposes of this section.
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* Public Assistance Payments to Legal Representatives

Sec. 1111. For purposes of titles I, X, XIV, and XVI, and Part A
of title IV, payments on behalf of an individual, made to another
person who has been judicially appointed, under the law of the State
in which such individual resides, as legal representative of such indi-
vidual for the purpose of receiving and managing such payments
(whether or not he is such individual's legal representative for other
purposes), shall be regarded as money payments to such individual.

Medical Care Guides and Reports for Public Assistance and
Medical Assistance

Sec. 1112. In order to assist the States to extend the scope and
content, and improve the quality, of medical care and medical serv-
ices for which payments are made to or on behalf of needy and low-
income individuals under this Act and in order to promote better
public understanding about medical care and medical assistance for
needy and low-income individuals, the Secretary shall develop and
revise from time to time guides or recommended standards as to the
level, content, and quality of medical care and medical services for
the use of the States in evaluating and improving their public assist-

* ance medical care programs and their programs of medical assistance;
shall secure periodic reports from the States on items included in,
and the quantity of, medical care and medical services for which ex-
penditures under such programs are made; and shall from time to
time publish data secured from these reports and other information
necessary to carry out the purposes of this section.

Assistance for United States Citizens Returned From Foreign
Countries

Sec. 1113. (a) (1) The Secretary is authorized to provide tempo-
rary assistance to citizens of the United States and to dependents of
citizens of the United States, if they (A) are identified by the De-
partment of State as having returned, or been brought, from a foreign
country to the United States because of the destitution of the citizen
of the United States or the illness of such citizen or any of his depend-
ents or because of war, threat of war, invasion, or similar crisis, and
(B) are without available resources.

(2) Except in such cases or classes of cases as are set forth in regu-
lations of the Secretary, provision shall be made for reimbursement
to the United States by the recipients of the temporary assistance to
cover the cost thereof.

(3) The Secretary may provide assistance under paragraph (1)
directly or through utilization of the services and facilities of appro-
priate public or private agencies and organizations, in accordance

21-74" 0 - 78 - 24
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with argeements providing for payment, in advance or by way of
reimbursement, as may be determined by the Secretary, of the cost
thereof. Such cost shall be determined by such statistical, sampling,
or other method as may be provided in the agreement.

(b) The Secretary is authorized to develop plans and make ar-
rangements for provision of temporary assistance within the United
States to individuals specified in subsection (a) (1). Such plans shall
be developed and such arrangements shall be made after consultation
with the Secretary of State, the Attorney General, and the Secretary
of Defense. To the extent feasible, assistance provided under sub-
section (a) shall be provided in accordance with the plans developed
pursuant to this subsection, as modified from time to time by the
Secretary.

(c) For purposes of this section, the term "temporary assistance"
means money payments, medical care, temporary billeting, transporta-
tion, and other goods and services necessary for the health or welfare
of individuals (including guidance, counseling, and other welfare
services) furnished to them within the United States upon their ar-
rival in the United States and for such period after their arrival, not
exceeding ninety days, as may be provided in regulations of the Secre-
tary; except that assistance under this section may be furnished beyond
such ninety-day period in the case of any citizen or dependent upon a
finding by the Secretary that the circumstances involved necessitate or
justify the furnishing of assistance beyond such period in that par-
ticular case.

(d) The total amount of temporary assistance provided under this
section shall not exceed-

(1) $8,000,000 during the fiscal years ending June 30, 1975,
and June 30, 1976, and the succeeding calendar quarter, or

(2) $300,000 during any fiscal year beginning on or after
October 1, 1976.1

Appointment of Advisory Council and Other Advisory Groups

Sec. 1114. (a) The Secretary shall, during 1964, appoint an Ad-
visory Council on Public Welfare for the purpose of reviewing the
administration of the public assistance and child welfare services pro-
grams for which funds are appropriated pursuant to this Act and
making recommendations for improvement of such administration.
and reviewing the status of and making recommendations with respect
to the public assistance programs for which funds are so appropriated,
especially in relation to the old-age, survivors, and disability insur-
ance program, with respect to the fiscal capacities of the States and
the Federal Government, and with respect to any other matters bear-

' Section 1113 was amended by Puhile Law 94-44.
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ing on the amount and proportion of the Federal and State shares in
the public assistance and child welfare services programs.

(b) The Council shall be appointed by the Secretary without regard
to the provisions of title 5, United States Code, governing appoint-
ments in the competitive service and shall consist of twelve persons
who shall, to the extent possible, be representatives of employers and
employees in equal numbers, representatives of State or Federal agen-
cies concerned with the administration or financing of the public
assistance and child welfare services programs, representatives of non-
profit private organizations concerned with social welfare programs,
other persons with special knowledge, experience, or qualifications
with respect to such programs, and members of the public.

(c) The Council is authorized to engage such technical assistance
as may be required to carry out its functions, and the Secretary shall,
in addition, make available to the Council such secretarial, clerical,
and other assistance and such pertinent data prepared by the Depart-
ment of Health, Education, and Welfare as it may require to carry
out such functions.

(d) The Council shall make a report of its findings and recom-
mendations (including recommendations for changes in the provisions
of the Social Security Act) to the Secretary, such report to be sub-
mitted not later than July 1, 1966, after which date such Council
shall cease to exist.

(e) The Secretary shall also from time to time thereafter appoint an
Advisory Council on Public Welfare, with the same functions and
constituted in the same manner as prescribed for the Advisory Coun-
cil in the preceding subsections of this section. Each Council so ap-
pointed shall report its findings and recommendations, as prescribed
in subsection (d), not later than July 1 of the second year after the
year in which it is appointed, after which date such Council shall cease
to exist.

(f) The Secretary may also appoint, without regard to the provi-
sions of title 5, United States Code, governing appointments in the
competitive service, such advisory committees as he may deem ad-
visable to advise and consult with him in carrying out any of his func-
tions under this Act. The Secretary shall report to the Congress an-
nually on the number of such committees and on the membership and
activities of each such committee.

(g) Members of the Council or of any advisory committee appointed
under this section who are not regular full-time employees of the
United States shall, while serving on business of the Council or any
such committee be entitled to receive compensation at rates fixed by

~ the Secretary, but not exceeding $75 per day, including travel time;
and while so serving away from their homes or regular places of busi-
ness, they may be allowed travel expenses, including per diem in lieu
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of subsistence, as authorized by section 5703 of title 5, United States
Code for persons in (Government .,ervice eniplo. ed intermittently.

(h)(1) Any member of the Council or any advisory committee
appointed under this Act. who is not a regular full-timne employee of
the United States, is hereby exempted, with respect to such appoint-

eient. from the operation of -ections "1. :-3. and 1914 of title 18 of
the United States (ode. and section 19I1 of the Revised Statutes (5
U.S.C. P19), except as otherwise s.pecified in paragraph (2) of this
subsection.

(2) The exemption granted 1i) paragraph (1) shall not extend-
(A) to the receipt. or payment of salary in connection n with

the appointees Governmient •.ryice from any source other than
the emiployer of the appointee at the time of his appointment, or

(B) during the period of such appointment, to the prosecui-
tion or participation in the prosecution. by any Iperson so ap-
pointed, of any claim against the governmentt involving any
matter with which such person, during such period, is or was
directly connected by reason of such appointmlent.

Demonstration Projects '

Sec. 1115. (a) In the case of any experimental. pilot, or demonstra-
tion project which, in the judgment of the Secrvtary. is likely to a&mAist
in pr(,lhiotilg the obijectives of title I VI. X. XIV. X'I. XIX. or
XX. or part A of title IV, in a State or States--

(1) the S*;cretarv muiay waive compliance with any of the re-
quirements of section 2.402. 602. 10'2. 144P2. 16,2. 190-2. 21't2. 2, W'3,
or 2001. as the case may be. to the extent and for the period lie
finds necessary to enable such State or States to carry out such
project. and

(") costs of such project which would not otherwi.-e be in-
cluded as expenditures under section 3, 4o'3. 60)3. 1(93. 1403. 1603,
1903. or 2(m)2. as the case may be. and which are not included as
part of the costs of projects under section 1110. shall. to the extent
and for the period prescribed by the Secrntary. be regarded as
expenditures under the State plan or plans approved under such
title, or for administration of such State plan or plans. or expendi-
tures with respect to which payment shall be made under section
200"2. as may be appropriate.

In addition, not to exceed $4,000,000 of the aggregate amount appro-
priated for payments to States under such titles for any fiscal year
beginning after June 30, 1967, shall be available, under such terms
and conditions as the Secretary may establish, for payments to States

I Section 1115 was amended by wc. 404 of P.L. 95-216.
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to cover so much of the cost of such project as is not covered by pay-
Sments under such titles and is not included as part of the cost of

projects for purposes of section 1110.
(b) (1) In order to permit the States to achieve more efficient and

effective use of funds for public a..sistance, to reduce dependency, and
to improve the living conditions and increase the incomes of individ-
uals who are recipients of public as•-istance, any State having an
approved plan under part A of title IV may, subject to the provisions
of this Sub•.ction, establibh and conduct not more than three demon-
stration projects. In establishing and conducting any such project the
State shall-

(A) provide that not more than one such project be conducted
on a statewide basis;

(B) provide that in making arrangements for public service
employment-

(i) appropriate standards for the health. safety, and
other conditions applicable to the performance of work and
training on such project are established and will be
maintained,

(ii) such project will not result in the displacement of
employed workers,

(iii) each participant in such project shall be compensated
for work performed by him at an hourly rate equal to the
prevailing hourly wage for similar work in the locality where
the participant performs such work (and, for purposes of
this claus, benefits payable under the State's plan approved
under part A of title IV of the family of which such partic-
ipant is a member shall be regarded as compensation for work
performed by such participant),

(iv) with respect to such project the conditions of work.
training, education, and employment are reasonable in the
light of such factors as the type of work, geographical region.
ar,d proficiency of the participant, and

(v) appropriate workmen's compensation protection is
provided to all participants; and

(C) provide that participation in such project by any indi-
vidual receiving aid to families with dependent children be
voluntary.

(2) Any State which establishes and conducts demonstration proj-
ects under this subsection may, subject to paragraph (3), with respect
to any such project-

(A) waive, subject to paragraph (3), any or all of the require-
ments of sections 40"2 (a) (1) (relating to statewide operation),
402(a) (3) (relating to administration by a single State agency),
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40"2(a) (8) (relating to disregard of earned income), except that
no such waiver of 402 (a) (8) shall operate to waive any amount in
excess of one-half of the earned income of any individual, and
4Q"2(a)(19) (relating to the work incentive program);

(B) subject to paragraph (4). use to cover the costs of the proj-
ect such funds as are appropriated for payment to such State with
respect to the assistance which is or would, except for participa-
tion in a project under this subsection, be payable to individuals
participating in such projects under part A of title IV for any
fiscal year in which such projects are conducted; and

(C) use such funds as are appropriated for payments to States
under the State and Local Fiscal Assistance Act of 1972 for any
fiscal year in which the project is conducted to cover so much of
the costs of salaries for individuals participating in public ser'-
ice employment as is not covered through the use of funds made
available under subparagraph (B).

(3) (A) Any State which wishes to establish and conduct demon-
stration projects under the provisions of this subsection shall submit
an application to the Secretary in such form and containing such
information as the Secretary nqay require. Whenever any State sub-
mits such an application to the Secretary. it shall at the same time
issue public notice of that fact together with a general description of
the project with respect to which the application is submitted, and
shall invite comment thereon from interested parties and comments
thereon may be submitted, within the 30-day period beginning with
the date the application is submitted to the Secretary, to the State or
the Secretary by such parties. The State shall also make copies of the
application available for public inspection. The Secretary shall also
immediately publish a summary of the proposed project. make copies
of the application available for public inspection, and receive and
consider comments submitted with respect to the application. A State
shall be authorized to proceed with a project submitted under this
subsection-

(i) when such application has been approved by the Secretary
(which shall be no earlier than 30 days following the date the
application is submitted to him), or

(ii) 60 days after the date on which such application is sub-
mitted to the Secretary unless, during such 60 day period, he denies
the application.

(B) Notwithstanding the provisions of paragraph (2) (A), the
Secretary may review any waiver made by a State under such para-
graph. Upon a finding that any such waiver is inconsistent with the
purposes of this subsection and the purposes of part A of title IV, the
Secretary may disapprove such waiver. The project with respect to

See. 1115(b) 316-B
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which any such disapproved waiver was made shall be terminated by
* such State not later than the last day of the month following the

month in which such waiver was disapproved.
(4) Any amount payable to a State under section 403(a) on behalf

of an individual participating in a project under this section shall not
be increased by reason of the participation of such individual in any
demonstration project conducted under this subsection over the amount
which would be payable if such individual were receiving aid to fam-
ilies with dependent children and not participating in such project.

(5) Participation in a project established under this section shall
nLot be considered to constitute employment for purposes of any finding
with respect to "unemployment" as that term is used in section 407.

(6) Any demonstration project established and conducted pursuant
to the provisions of this subsection shall be conducted for not longer
than two years. All demonstration projects established and conducted
pursuant to the provisions of this subsection shall be terminated not
later than September 30,1980.
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Administrative and Judicial Review of Certain Administrative
Determinations

Sec. 1116. (a) (1) Whenever a State plan is submitted to the Sec-
retary by a State for approval uwder title I, VI, X, XIV, XVI, XIX,
or XX, or part A of title IV, he shall not later than 90 days after the
date the plan is submitted to him, make a determination as to whether
it conforms to the requirements for approval under such title. The 90-
day period provided herein may be extended by written agreement of
the Secretary and the affected State.

(2) Any State dissatisfied with a determination of the Secretary
under paragraph (1) with respect to any plan may, within 60 days
after it has been notified of such determination, file a petition with the
Secretary for reconsideration of the issue of whether such plan con-
fonns to the requirements for approval under such title. Within 30
days after receipt of such a petition, the Secretary shail notify the
State of the time and place at which a hearing will be held for the
purpose of reconsidering such issue. Such hearing shall be held not
less than 20 days nor more than 60 days after the date notice of such
hearing is furnished to such State, unless the Secretary and such
State agree in writing to holding the hearing at another time. The
Secretary shall affirm, modify, or reverse his original determination

*within 60 days of the conclusion of the hearing.
(3) Any State which is dissatisfied with a final determination made

by the Secretary on such a reconsideration or a final determination of
the Secretary under section 4, 404, 604, 1004, 1404, 1604, 1904, or 2003
may, within 60 days after it has been notified of such determination, file
with the United States court of appeals for the circuit in which such
State is located a petition for review of such determination. A copy of
the petition shall be forthwith transmitted by the clerk of the court to
the Secretary. The Secretary thereupon shall file in the court the rec-
ord of the proceedings on which he based his determination as pro-
vided in section 2112 of title 28, United States Code.

(4) The findings of fact by the Secretary, if supported by substan-
tial evidence, shall be conclusive; but the court, for good cause shown,
may remand the case to the Secretary to take further evidence, and the
Secretary may thereupon make new or modified findings of fact and
may modify his previous action, and shall certify to the court the tran-
script and record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substantial
evidence.

(5) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the

*court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.
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(b) For the purposes of subsection (a), any amendment of a State
plan approved under title I, VI, X, XIV. XVI. XIX. or XX, or part i
A of title IV, may, at the option of the State, be treated as the sub-
mission of a new State plan.

(c) Action pursuant to an initial determination of the Secretary
described in subsection (a) shall not be stayed pending reconsidera-
tion, but in the event that the Secretary subsequently determines that
his initial determination was incorrect he shall certify restitution
forthwith in a lump sum of any funds incorrectly withheld or other-
wise denied.

(d) Whenever the Secretary determines that any item or class of
items on account of which Federal financial participation is claimed
under title I, VI, X, XIV. XVI. XIX, XX. or part A of title IV, shall
be disallowed for such participation, the State shall be entitled to and
upon request shall receive a reconsideration of the disallowance.

Sec. 1117. [Repealed.]

Alternative Federal Payment With Respect to Public
Assistance Expenditures

Sec. 1118. In the case of any State which has in effect a plan ap-
proved under title XIX for any calendar quarter, the total of the
payments to which such State is entitled for such quarter, and for each
succeeding quarter in the same fiscal year (which for purposes of thisO
section means the 4 calendar quarters ending with September 30),
under paragraphs (1) and (2) of sections 3(a). 403(a). ltJ3(a),
1403(a). and 1603(a) hall, at the option of the State. be determined
by application of the Federal medical assistance percentage (as de-
fined by section 1905), instead of the percentages provided under
each such section, to the expenditures under its State plans approved
under titles I, X, XIV, and XVI. and part A of title IV. which would
be included in determining the amounts of the Federal payments to
which such State is entitled under such sections but without regard
to any maximum un the dollar amowits per recipient which may be
counted under such sections.'

Federal Participation in Payments for Repairs to Home Owned
by Recipient of Aid or Assistance

Sec. 1119. In the case of an expenditure for repairing the home
owned by an individual who is receiving aid or assistance, other than
medical assistance to the aged under a State plan approved under
title I, X, XIV, or XVI, or part A of title IV if-

(1) the State agency or local agency administering the plan
approved under such title has made a finding (prior to making
such expenditure) that (A) such home is so defective that con-*

I Seet 1118 wau amended by section 2(23) of P.L 94-27L.
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tinued occupancy is unwarranted, (B) unless repairs are made to
such home, rental quarters will be necessary for such individual,
and (C) the cost of rental quarters to take care of the needs of
such individual (including his spouse living with him in such
home and any other individual whose needs were taken into ac-
count in determining the need of such individual) would exceed
(over such time as the Secretary may specify) the cost of repairs
needed to make such home habitable together with other costs
attributable to continued occupancy of such home, and

(2) no such expenditures were made for repairing such home
pursuant to any prior finding under this section,

the amount paid to any such State for any quarter under section 3(a),
403(a), 1003(a), 1403(a), or 1603(a) shall be increased by 50 per
centuni of such expenditures. except that the excess above $.500 ex-
pended with respect to any one home shall not be included in deter-
mining such expenditures.

Approval of Certain Projects

Sec. 1120. (a) No payment shall be made under this Act with
respect to any experimental, pilot, demonstration, or other project
all or any part of which is wholly financed with Federal funds made
available under this Act (without any State, local, or other non-
Federal financial participation) unless such project shall have been
personally approved by the Secretary or Under Secretary of Health,
Education, and Welfare.

(b) As soon as possible after the approval of any project under
subsection (a), the Secretary shall submit to the Congress a descrip-
tion of such project including a statement of its purpose, probable
cost, and expected duration.
Uniform Reporting Systems for Health Services Facilities and

Organizations '

Sec. 1121. (a) For the purposes of reporting the cost, of services
provided by. of planning, and of measuring and comparing the effi-
cielnev of and effective uze of services in, hospitals, skilled nursing
facilities, intermediate care facilities, home health agencies, health
maintenance organizations, and other types of health services facili-
ties an•( organizations to which payment may be made under this Act,
the Secretary shall establi.h by regulation, for each such type of
health services facility or organization, a uniform system for the
reporting by a facility or organization of that type of the following
information:

SSection 1121 was added by see. 19(a) of P.L i5-142. See also mee. 19(c) which is
printed in this document on p. 800.
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(1) The aggregate cost of operation and the aggregate volume
of services.

(2) The costs and volume of services for various functional
accounts and tubaccounts.

(3) Rates, by category of patient and class of purchaser.
(4) Capital a•.-ets. as defined by the Secretary, including (as

appropriate) capital funds, debt service, lease agreements used
in lieu of capital funds, and the value of land, facilities, and
equipment.

(5) Discharge and bill data.
The uniform reporting system for a type of health services facility or
organization shall provide for appropriate variation in the applica-
tion of the system to different cla•:ses of facilities or organizations
within that type and shall be established, to the extent practicable,
conz-istent with the cooperative system for producing comparable and
uniform health information and statistics described in section 306(e)
(1) of the Public Health Service Act. In reporting under such a sys-
tem. hospitals shall employ such chart of accounts, definitions, princi-
ples. and statistics as the Secretary may prescribe in order to reach
a uniform reconciliation of financial and statistical data for specified
uniform reports to be provided to the Secretary.

(b) The Secretary shall-
(1) monitor the operation of the systems established under

subsection (a) ;
(2) assist with and support demonstrations and evaluations

of the effectivene.-,s and cost of the operation of such systems and
encourage State adoption of such systems; and

(3) periodically revise such systenis to improve their effec-
tii enes and diminish their cost.

(c) The Secretary shall provide information obtained through
use of the uniform reporting systems described in subsection (a) in a
useful manner and format to appropriate agencies and organizations.
including health sy:tems agencies (designated under section 1515 of
the Public Health Ser-ice Act) and State health planning and devel-
opment agencies designatedd under section 1521 of such Act), as may
be necessary to carry out such agencies' and organizations' functions.

319-ASec. 1121(a)



Revised April 1978 319-B Sec. 1122(a)

Limitation on Federal Participation for Capital Expenditures'

Sem. 1122.9 a) The purpose of this section is to a&sure that Federal
funds appropriajd under title V, XVIII, and XIX are not used to

I P.L 92-403, sec. 221, '), added see. 1122. Applicable only to a capital expenditure the
oblgation for bhi,.h Is incurred by or on behalf of a health care facility or health mainte-
natne organlzatlon tbsequtnt to whichever of the following is earlier: (A) December 31,
1972. or iBI with respect to any State or any part thereof specifed by buch State. the last
day of the cal•zidar quarter in which the State requests that the amendment made by sub-
wection ta) of this section apply in bu~h State or such part thereof.

P.L. V,2-tu3, sec. 221id). pro% ides :
"In the cabe of a health care facility providing health care services as of December 18,

1970. which on such date is committed to a formal plan of expansion or replacement, the
amendments ruade by the pretediLng provisions of this section shall not apply with respect
to buch expenditures as may be made or obligations incurred for capital items included in
such plan where preliminary expenditures toward the plan of expansion or replacement (in-
cluding payments for studies, surveys, designs, plans. working drawings. specifications,
and site acquisition. ensential to the acquisition. improvement, expansion, or replacement
of the health care facility or equipment concerned) of $100.000 or more, had been made
during the thiee-yeur period ended December 17. IV70."
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support unnecessary capital expenditures made by or on behalf of
health care facilities or health maintenance organizations which are
reimbursed under any of such titles and that, to the extent possible,
reimbursement under such titles shall support planning activities with
respect to health services and facilities in the various States.

(b) The Secretary, after consultation with the Governor (or other
chief executive officer) and with appropriate local public officials, shall
make an agreement with any State which is able and willing to do
so under which a designated planning agency (which shall be an
agency described in clause (ii) of subsection (d) (1) (B) that has a
governing body or advisory board at least half of whose members
represent consumer interests) will-

(1) make, and submit to the Secretary together with such sup-
porting materials as he may find necessary, findings and recom-
mendations with respect to capital expenditures proposed by or
on behalf of any health care facility or health maintenance
organization in such State within the field of its responsibilities.

(2) receive from other agencies described in clause (ii) of
subsection (d) (1) (B), and submit to the Secretary together with
such supporting material as he may find necessary, the findings
and recommendations of such other agencies with respect to
capital expenditures proposed by or on behalf of health care
facilities or health maintenance organizations in such State within
the fields of their respective responsibilities, and

(3) establish and maintain procedures pursuant to which a
person proposing any such capital expenditure may appeal a
reconmnendation by the designated agency and will be granted
an opportunity for a fair hearing by such agency or person other
than the designated agency as the Governor (or other chief execu-
tive officer) may designate to hold such hearings,

whenever and to the extent that the findings of such designated agency
or any such other agency indicate that any such expenditure is not
consistent with the standards, criteria, or plans developed pursuant
to the Public Health Service Act (or the Mental Retardation Facil-
ities and Community Mental Health Centers Construction Act of
1963) to meet the need for adequate health care facilities in the area
covered by the plan or plans so developed.

(c) The Secretary shall pay any such State from the Federal
Hospital Insurance Trust Fund, in advance or by way of reimburse-
ment as may be provided in the agreement with it (and may make
adjustments in such payments on account of overpayments or under-
payments previously made), for the reasonable cost of performing the
functions specified in subsection (b).

(d) (1) Except as provided in paragraph (2), if the Secretary deter-
mines that-
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(A) neither the planning agency designated in the agreement
described in subsection (b) nor an agency described in clause (ii)
of subparagraph (B) of this paragraph had been given notice
of any proposed capital expenditure (in accordance with such
procedure or in such detail as may be required by such agency)
at least 60 days prior to obligation for such expenditure; or

(B) (i) the planning agency so designated or an agency so
described had received such timely notice of the intention to make
such capital expenditure and had, within a reasonable period
after receiving such notice and prior to obligation for such ex-
penditure, notified the person proposing such expenditure that
the expenditure would not be in conformity with the standards,
criteria, or plans developed by such agency or any other agency
described in clause (ii) for adequate health care facilities in such
State or in the area for which such other agency has respuisibility,
and

(ii) the planning agency so designated had, prior to submit-
ting to the Secretary the findings referred to in subsection (b)-

(I) consulted with, and taken into consideration the find-
ings and recommendations of, the State planning agencies
established pursuant to sections 314(a) and 604(a) of the
Public Health Service Act (to the extent that either such
agency is not the agency so designated) as well as the public
or nonprofit private agency or organization responsible for
the comprehensive regional, metropolitan area, or other local
area plan or plans referred to in section 314(b) of the Public
Health Service Act and covering the area in which the health
care facility or health maintenance organization proposing
such capital expenditure is located (where such agency is not
the agency designated in the agreement), or, if there is no
such agency, such other public or nonprofit private agency
or organization (if any) as performs, as determined in accord-
ance with criteria included in regulations, similar functions,
and

(II) granted to the person proposing such capital expend-
iture an opportunity for a fair hearing with respect to such
findings;

hen, for such period as he finds necessary in any case to effectuate the
purpose of this section, he shall, in determining the Federal payments
to be made under titles, V, XVIII, and XIX with respect to services
furnished in the health care facility for which such capital expendi-
ture is made, not include any amount which is attributable to deprecia-
tion, interest on borrowed funds, a return on equity capital (in the case
of proprietary facilities), or other expenses related to such capital
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expenditure With respect to any organization which is reimbursed
on a per capita or a fixed fee or negotiated rate basis, in determining
the Federal payments to be made under titles V, XVIII, and XIX, the
Secretary shall exclude an amount which in his judgment is a reason-
able equivalent to the amount which would otherwise be excluded under
this subsection if payment were to be made on other than a per capita
or a fixed fee or negotiated rate basis.

(2) If the Secretary, after submitting the matters involved to the
advisory council established or designated under subsection (i), de-
termines that an exclusion of expenses related to any capital expendi-
ture of any health care facility or health maintenance organization
would discourage the operation or expansion of such facility or
organization, or of any facility of such organization, which has
demonstrated to his satisfaction proof of capability to provide compre-
hensive health care services (including institutional services) effi-
ciently, effectively, and economically, or would otherwise be incon-
sistent with the effective organization and delivery of health services
or tje effective administration of title V, XVIII, or XIX, he shall
not exclude such expenses pursuant to paragraph (1).

(e) Where a person obtains under lease or comparable arrangement
any facility or part thereof, or equipment for a facility, which would
have been subject to an exclusion under subsection (d) if the person
had acquired it by purchase, the Secretary shall (1) in computing
such person's rental expense in determining the Federal payments
to be made under titles V, XVIII, and XIX with respect to services
furnished in such facility, deduct the amount which in his judgment
is a reasonable equivalent of the amount that would have been excluded
if the person had acquired such facility or such equipment by purchase,
and (2) in computing such person's return on equity capital deduct
any amount deposited under the terms of the lease or comparable
arrangement.

(f) Any person dissatisfied with a determination by the Secretary
under this section may within six months following notification of such
determination request the Secretary to reconsider such determination.
A determination by the Secretary under this section shall not be
subject to administrative or judicial review.

(g) For the purposes of this section, a "capital expenditure" is an
expenditure which, under generally accepted accounting principles,
is not properly chargeable as an expense of operation and mainte-
nance and which (1) exceeds $100,000, (2) changes the bed capacity of
the facility with respect to which such expenditure is made, or (3)
substantially changes the services of the facility with respect to which
such expenditure is made. For purposes of clause (1) of the preceding
sentence, the cost of the studies, surveys, designs, plans, working
drawings, specifications, and other activities essential to the acquisi-
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tion, improvement, expansion, or replacement of the plant and equip-
ment with respect to which such expenditure is made shall be in-
cluded in determining whether such expenditure exceeds $100,000.

(h) The provisions of this section shall not apply to Christian
Science sanatoriums operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts.

(i) (1) The Sewcretary shall establish a national advisory council,
or designate an appropriate existing national advisory council, to
advise and assist him in the preparation of general regulations to carry
out the purposes of this section and on policy matters arising in the
administration of this section, including the coordination of activities
under this section with those under other parts of this Act or under
other Federal or federally assisted health programs.

(2) The Secretary shall make appropriate provision for consulta-
tion between and coordination of the work of the advisory council
established or designated under paragraph (1) and the Federal IHos-
pital Council, the National Advisory Health Council, the Health
Insurance Benefits Advisory Council, and other appropriate national
advisory councils with respect to matters bearing on the purposes and
administration of this section and the coordination of activities under
this section with related Federal health programs.

(3) If an advisory council is established by the Secretary under
paragraph (1), it shall be composed of members who are not otherwise
in the regular full-time employ of the United States, and who shall
be appointed by the Secretary without regard to the civil service laws
from among leaders in the fields of the fundamental sciences, the med-
ical sciences, and the organization, delivery, and financing of health
care, and persons who are State or local officials or are active in com-
munity affairs or public or civic affairs or who are representative of
minority groups. Members of such advisory council, while attending
meetings of the council or otherwise serving on business of the council,
shall be entitled to receive compensation at rates fixed by the Secretary,
but not exceeding the maximum rate specified at the time of such serv-
ice for grade GS-18 in section 5332 of title 5, United States Code,
including traveltime, and while a,% ay from their homes or regular
places of business they may also be allowed travel expenses, including
per diem in lieu of subsistence, as authorized by section 5703 (b) of such
title 5 for persons in the Government service employed intermittently.

Program for Determining Qualifications for Certain Health Care
Personnel

Sec. 1123. (a) The Secretary, in carrying out his functions relat-
* ing to the qualifications for health care personnel under title XVIII,

shall develop (in consultation with appropriate professional health

21-14 0 - 72 - 25



Revised April 1978

organizations and State health and licensure agencies) and conduct (in
conjunction with State health and licensure agencies) until Decem-
ber 31, 1977, a program designed to determine the proficiency of
individuals (who do not otherwise meet the formal educational,
professional membership, or other specific criteria established for
determining the qualifications of practical nurses, therapists, labora-
tory technicians, and technologists, and cytotechnologists. X-ray tech-
nicians, psychiatric technicians, or other health care technicians and
technologists) to perform the duties and functions of practical nurses,
therapists, laboratory technicians, technologists, and cytotechnologists,
X-ray technicians, psychiatric technicians, or other health care tech-
nicians and technologists. Such program shall include (but not be
limited to) the employment of procedures for the formal testing of the
proficiency of individuals. In the conduct of such program, no indivi-
dual who otherwise meets the proficiency requirements for any health
care specialty shall be denied a satisfactory proficiency rating solely
because of his failure to meet formal educational or professional mem-
bership requirements.

(b) If any individual has been determined, under the program
established pursuant to subsection (a), to be qualified to perform the
duties and functions of any health care specialty, no person or pro-
vider utilizing the services of such individual to perform such duties
and functions shall be denied payment, under title XVIII or under
any State plan approved under title XIX. for any health care services
provided by such person on the grounds that such individual is not
qualified to perform such duties and functions.

Disclosure of Ownership and Related Information1

Sec. 1124. (a) (1) The Secretary shall by regulation or by con-
tract provision provide that each disclosing entity (as defined in para-
graph (2)) shall-

(A) as a condition of the disclosing entity's participation in,
or certification or recertification under, any of the. programs
established by titles V, XVIII, XIX, and XX, or

(B) as a condition for the approval or renewal of a contract or
agreement between the disclosing entity and the Secretary or the
appropriate State agency under any of the programs established
under titles V, XVIII, XIX, and XX,

supply the Secretary or the appropriate State agency with full and
complete information as to the identity of each person with an owner-
ship or control interest (as defined in paragraph (3)) in the entity or
in any subcontractor (as defined by the Secretary in regulations) in

'Section 1124 was added by see. 3(a) (1) of P.L. 95-142. 0

Sec. 1 I a 324



Revised April 1978

which the entity directly or indirectly has a 5 per centumn or more
ownership interest.

(2) As used in this .section, the term "disclosing entity" means an

entity which is--
(A) a provider of services (as defined in section 1861 (u), other

than a fund), an independent clinical laboratory, a renal disease
facility, or a health maintenance organization (as defined in sec-
tion 1301 (a) of the Public Health Service Act);

(B) an entity (other than an individual practitioner or group
of practitioners) that furnishes, or arranges for the furnishing of,
items or services with respect to which payment may be claimed
by the entity under any plan or program established pursuant to
title V or under a State plan approved under title XIX;

(C) a carrier or other agency or organization that is acting as
a fiscal intermediary or agent with respect to one or more pro-
viders of services (for purposes of part A or part B of title
XVIII, or both, or for purposes of a State plan approved under
title XIX) pursuant to (i) an agreement under section 1816, (ii)
a contract under section 1842, or (iii) an agreement with a single
State agency administering or supervising the administration of
a State plan approved under title XIX; or

(D) an entity (other than an individual practitioner or group
of practitioners) that furnishes, or arranges for the furnishing of,
health related services with respect to which payment may be
claimed by the entity under a State plan or program approved
under title XX.

(3) As used in this section, the term "person with an ownership or
control interest" means, with respect to an entity, a person who-

(A)(i) has directly or indirectly (as determined by the Sec-
retary in regulations) an ownership interest of 5 per centum or
more in the entity; or

(ii) is the owner (in whole or in part) of an interest of 5 per
centumn or more in any mortgage. deed of trust, note, or other
obligation secured (in who'e or in part) by the entity or any of
the property or a.sets thereof: or

(B) is an officer or director of the entity. if the entity is orga-
nized as a corporation; or

(C) is a partner in the entity, if the entity is organized as a
partnership.

(b) To the extent determined to be feasible under regulations of
the Secretary. a (lisclosiill entity shall al.o include in the information
supplied under subsection (a) (1). with respect to each pe-son with an
ownership or control interest in the entity, the name of any other dis-
closing entity with respect to which the person is a person with an
ownership or control interest.
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Issuance of Subpenas by Comptroller GeneralI

Sec. 1125. (a) For the purpose of any audit, investigation, exam-
ination, analysis, review, evaluation, or other function authorized by
law with respect to any program authorized under this Act, the Comp-
troller General of the United States shall have power to sign and i.-sue
subpoenas to any person requiring the production of any pertinent
books, records, documents, or other information. Subpenas so issued by
the Comptroller General shall be served by anyone authorized by him
(1) by delivering a copy thereof to the pe-rson named therein, or (2)
by registered mail or by certified mail addressed to such person at his
last dwelling place or principal place of business. A verified return
by the person so serving the subpena setting forth the manner of
service, or, in the case of service by registered mail or by certified mail,
the return post office receipt therefor signed by the person so served,
shall be proof of service.

(b) In case of contumacy by, or refusal to obey a subpena issued
pursuant to subsection (a) of this section and duly served upon, any
person, any district court of the United States for the judicial district
in which such person charged with contumacy or refusal to obey is
found or resides or transacts business, upon application by the Comp-
troller General, shall have jurisdiction to issue an order requiring such
person to produce the books, records, documents, or other information
sought by the subpena; and any failure to obey such order of the court
may be punished by the court as a contempt thereof. In proceedings
brought under this subsection, the Comptroller General shall be repre-
sented by attorneys employed in the General Accounting Office or by
counsel whom he may employ without regard to the provisions of
title 5, United States Code, governing appointments in the competitive
service, and the provisions of chapter 51 and subchapters III and VI
of chapter 53 of such title, relating to classification and General
Schedule pay rates.

(c) No personal medical record in the possession of the General
Accounting Office shall be subject to subpena or discovery proceedings
in a civil action.

Disclosure by Institutions, Organizations, and Agencies of Own-
ers and Certain Other Individuals Who Have Been Convicted
of Certain Offenses 2

Sec. 1126. (a) As a condition of participation in or certification
or recertification under the programs established by titles XVIII,
XIX, and XX, any hospital, nursing facility, or other institution,

I Section 1125 was added by wee. 6 of P.L. 95-142.
$Section 1126 was added by sec. 8(a) of P.L 95-142.
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organization, or agency shall be required to disclo..,e to the S'ecretary
or to tihe aplpropiriate State agency the name of any p•er:on who-

(1) has a direct or indirect ownership or control interest of 5
percent or more in such institution. organization. or agency (Jr is
an officer, director, agent, or managing employee (as defined in
subsection (b)) of such institution, organization, or agency. and

(2) has been convicted (on or after tile (late of tlie enactment
of this .•ection. or within .,uch period prior to that date as the Sec-
retary ,hall specify in regulations) of a criminal offense related
to the involvement of such person in any of such programs.

The Secretary or tile alppropriate State agency :.hall promptly notify
tlie Inispetor generall in tile )Depailriteit of Health. Education. and
Welfare of thi receipt from any institution, organization, or agency
of any application or request for :tuchi participation. certihcation. or
recertification which disclo.-es the name of any such person, and shall
notify the Inspector General of the action taken with res.pect, to such
ajppl icat ion or request.

(b) For the purposes of this section, the terin managingg em-
ployee" means, with re:plect to an institution, organization, or agency.
an individual. imincl uding a general manager. business manager, adinin-
istrator. and director, who exercises operational or managerial control
over tile institution. organization. or agency, or who directly or in-
directly conducts the day-to-day operations of the institution, orga-
nizat ion, or agency.

Sec. 1130. [Repealed.]

Notification of Social Security Claimant With Respect to Deferred
Vested Benefits

Sec. 1131. (a) Whenever-
(1) the Secretary makes a finding of fact and a decision as to-

(A) the entitlement of any individual to monthly benefits
under section 2092,223, or 228,

(B) the entitlement of any individual to a lump-sum
death payment payable under section 202(i) on account of
the death of any person to whom such individual is related
by blood, marriage, or adoption, or

(C) the entitlement under section 226 of any individual
to hospital insurance benefits under part A of title XVIII, or

(2) the Secretary is requested to do so-
(A) by any individual with respect to whom the Secre-

tary holds information obtained under section 6057 of the
Internal Revenue Code of 1954, or
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(B) in the case of the death of the individual referred a
to in subparagraph (A), by the individual who would be
entitled to payment under section 204(d) of this Act,

he shall transmit to the individual referred to in paragraph (1)
or the individual making the request under paragraph (2) any
information, as reported by the employer, regarding any deferred
vested benefit transmitted to the Secretary pursuant to such sec-
tion 6057 with respect to the individual referred to in paragraph
(1) or (2) (A) or the person on whose wages and self-employment
income entitlement (or claim of entitlement) is based.

(b) (1) For purposes of section 201(g) (1), expenses incurred in
the administration of subsection (a) shall be deemed ta be expenLses
incurred for the administration of title II.

(2) There are hereby authorized to be appropriated to the Federal
Old-Age and Survivors Insurance Trust Fund for each fiscal year
(commencing with the fiscal year ending June 30, 1974) such sums
as the Secretary deems necessary on account of additional adminis-
trative expenses resulting from the enactment of the provisions of sub-
section (a).

Part B-Professional Standards Review

Declaration of Purpose

Sec. 1151. In order to promote the effective, efficient, and economi-
cul delivery of health care services of proper quality for which pay-
ment may be made (in whole or in part) under this Act and in
recognition of the interests of patients, the public, practitioners, and
providers in improved health care services, it is the purpose of this
part to assure, through the application of suitable procedures of pro-
fessional standards review, that the services for which payment may
be made under the Social Security Act will conform to appropriate
professional standards for the provision of health care and that pay-
ment for such services will be made-

(1) only when, and to the extent, medically necessary, as
determined in the exercise of reasonable limits of professional
discretion; and

(2) in the case of services provided by a hospital or other
health care facility on an inpatient basis, only when and for such
period as such services cannot, consistent with professionally
recognized health care standards, effectively be provided on an
outpatient basis or more economically in an inpatient health care
facility of a different type, as determined in the exercise of rea-
sonable limits of professional discretion.
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Designation of Professional Standards Review Organizations

See. 1152. (a) The Secretary shall (1) not later than January 1,
1974, establish throughout the United States appropriate areas with
respect to which Professional Standards Review Organizations may
be designated, and (2) at the earliest practicable date after designation
of an area enter into an agreement with a qualified organization
whereby such an organization shall be conditionally designated as
the Professional Standards Review Organization for such area. If, on
the basis of its performance during such period of conditional desig-
nation, the Secretary determines that such organization is capable of
fulfilling, in a satisfactory mamner, the obligations and requirements
for a Professional Standards Review Organization under this part,
he shall enter into an agreement with such organization designating
it as the Professional Standards Review Organization for such area.

(b) For purposes of subsection (a), the term "qualified organiza-
tion" means-

(1) when used in connection with any area-
(A) an organization (i) which is a nonprofit professional

association (or a component organization thereof), (ii) which
is composed of licensed doctors of medicine or osteopathy
engaged in the practice of medicine or surgery in such area,
(iii) the membership of which includes a substantial propor-
tion of all such physicians in such area, (iv) which is orga-
nized in a manner which makes available professional com-
petence to review health care services of the types and kinds
with respect to which Professional Standards Review Orga-
nizations have review responsibilities under this part, (v) the
membership of which is voluntary and open to all doctors of
medicine or osteopathy licensed to engage in the practice of
medicine or surgery in such area without requirement of
membership in or payment of dues to any organized medical
society or association, and (vi) which does not restrict the
eligibility of any member for service as an officer of the Pro-
fessional Standards Review Organization or eligibility for
and assignment to duties of such Professional Standards Re-
view Organization, or, subject to subsection (c) (I),1

(B) such other public, nonprofit private, or other agency
or organization, which the Sec-etary determines, in accord-
ance with criteria prescribed by him in regulations, to be of
professional competence and otherwise suitable; and

(2) an organization which the Secretary, on the basis of his
examination and evaluation of a formal plan which shall be de-

x Subparagraph (A) was amended by aem. 5(o) (1) of P.L. 95-142.
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veloped and submitted by the a..,ociation, agency. or organization
in accordance with -uLbection (h) (as well as on the basis of other
relevant data and information), finds to be willing to per-
form and capable of performing, in an effective, timely, and
objective manner and at reasonable cost, the duties, functions, and
activities of a Professional Standards Review Organization re-
quired by or pursuant to this part.,

(c) (1) The Secretary shall not enter into any agreement under this
part under which there is designated as the Professional Standards
Review Organization for any area any organization other than an
organization referred to in subsection (b) (1) (A) prior to January
1, 1978, nor after such date, unless, in such area, there is no organiza-
tion referred to in subsection (b) (1) (A) which meets the conditions
specified in subsection (b) (2).2

(2) Whenever the Secretary shall have entered into an agreement
under this part under which there is designated as the Professional
Standards Review Organization for any area any organization other
than an organization referred to in subsection (b) (1) (A), he shall not
renew such agreements with such organization if he determines that--

(A) there is in such area an organization referred to in sub-
section (b) (1) (A) which (i) has not been previously designated
as a Professional Standards Review Organization, and (ii) is
willing to enter into an agreement under this part under which
such organization would be designated as the Professional Stand-
ards Review Organization for such area;

(B) such organization meets the conditions simeified in sub-
section (b) (2) ; and

(C) the designation of such organization as the Professional
Standards Review Organization for such area is anticipated to
result in substantial improvement in the performance in such
area of the duties and functions required of such organizations
under this part.

(d) Any such agreement under this part with an organization
(other than an agreement established pursuant to section 1154) shall
be for a term of 12 months; except that, prior to the expiration of
such term such agreement may be terminated-

(1) by the organization at such time and upon such notice
to the Secretary as may be prescribed in regulations (except that
notice of more than 3 months may not be required) ; or

(2) by the Secretary at such time and upon such reasonable
notice to the organization as may be prescribed in regulations,

I Paragraph (2) was amended by sea. 5(d) (2) (A) of P.L. 95-142.
SDate in subsection (C) (1) changed from "January 1, 1976" to "Jonuarv 1. 197R" by

section 108(a) of Public Law 94-182 subject to limitations specified in section 108(b)
of the same act, which is reprinted In this document on page 770.
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but only after the Secretary has determined (after providing
such organization with an opportunity for a formal hearing on
the matter) that such organization is not substantially complying
with or effectively carrying out the provisions of such agreement.

(e) Where the Secretary finds a Professional Standards Review
Organization (whether designated on a conditional basis or other-
wise) to be competent to perform review responsibilities, the review,
certification, and similar activities otherwise required pursuant to pro-
visions of this Act (other than this part) shall not be applicable with
respect to those providers, suppliers, and practitioners being reviewed
by such Professional Standards Review Organization, except to the
extent specified by the Secretary. Nothing in the preceding sentence
shall be construed as rendering inapplicable any provision of this Act
wherein requirements with respect to conditions for eligibility to or
payment of benefits (as distinct from reviews and certifications made
with respect to determinations of the kind made pursuant to para-
graphs (1) and (2) of section 1155(a)) must be satisfied.'

(f) (1) In the case of agreements entered into prior to January 1,
1978, under this part under which any organization is designated as
the Professional Standards Review Organization for any area, the
Secretary shall, prior to entering into any such agreement with any
organization for any area, inform (under regulations of the Secretary)
the doctors of medicine or osteopathy who are in active practice in
such area of the Secretary's intention to enter into such an agreement
with such organization.2

(2) If, within a reasonable period of time following the serving of
such notice, more than 10 per centum of such doctors object to the
Secretary's entering into such an agreement with such organization
on the ground that such organization is not representative of doctors
in such area, the Secretary shall conduct a poll of such doctors to deter-
mine whether or not such organization is representative of such doctors
in such area. If more than 50 per centum of the doctors responding to
such poll indicate that such organization is not representative of such
doctors in such area the Secretary shall not enter into such an agree-
ment with such organization.

(g) (1) In any case in which the Secretary has established, within
a State, two or more appropriate areas with respect to which Profes-
sional Standards Review Organizations may be designated, he shall,
prior to designating a Professional Standards Review Organization
for any such area, conduct in each such area a poll in which the doc-
tors of medicine and doctors of osteopathy engaged in active practice
therein will be asked: "Do you support a change from the present local

* and regional Professional Standards Review Organization area desig-

I Subseetion (e) was amended by wce. 5(a) of P.L. 95-142.
2Date in Ptubsection (f)(1) changed from "January 1. 1976" to "January 1. 1978" by

section 108(a) of Pnblie LAw 94-182 subject to limitations specified In setion 108(b)
of the same act, which is reprinted in this document on page 770.
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nations to a single statewide area designation I". If, in each such area,
more than 50 per centum of the doctors responding to such question
respond in the affirmative, then the Secretary shall establish the entire
State as a single Professional Standards Review Organization area.

(2) The provisions of paragraph (1) shall not be applicable with
respect to the designation of Professional Standards Review Orga-
nization areas in any State, if, prior to the date of enactment of this
subsection, the Secretary has entered into an agreement (on a condi-
tional basis, or otherwise) with an organization designating it as the
Professional Standards Review Organization for any area in the
State.'

(h) (1) During the development and preparation by an organiza-
tion of its formal plan under subsection (b) (2) or of any modifica-
tion of such plan to include review of services in skilled nursing
facilities (as defined in section 1861(j) ) or intermediate care facilities
(as defined in section 1905(c)) or review of ambulatory care service.,,
the organization shall consult with the single State agency responsible
for administering or supervising the administration of the State plan
approved under title XIX for the State in which the organization is
located.

(2) Such plan and any such modification shall be submitted to the
Governor of such State, at the time of its submission to the Secretary, ,
for his comments.

(3) The Secretary, before making the findings described in sub-
section (b) (2) or a finding regarding the organization's capability to
perform review of such services (as the case may be), shall consider
any such comments submitted to him by such Governor before the end
of the thirty-day period beginning on the date of submission of the
plan or of any such modification (as the case may be).

(4) If, after considering such comments, the Secretary intends to
make findings which are adverse to such comments, the Secretary shall
provide the'Governor making such comments with the opportunity to
submit additional evidence and comments on such intended findings
during a period of not less than thirty days ending before the findings
became effective.2

Review Pending Designation of Professional Standards Review
Organization

Sec. 1153. Pending the assumption by a Professional Standards
Review Organization for any area, of full review responsibility, and
pending a demonstration of capacity for improved review effort with

-Subsection (g) was added by see. 105 of P.L. 94-182.
2 Subsection (h) was added by sec. 5(d) (2) (B) of P.L 95-142.
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* respect to matters involving the provision of health care services in
such area for which payment (in whole or in part) may be made, under
this Act, any review with respect to such services which has not been
designated by the Secretary as the full responsibility of such organiza-
tion, shall be reviewed in the manner otherwise provided for under
law.

Trial Period for Professional Standards Review Organizations

See. 1154. (a) The Secretary shall initially designate an organiza-
tion as a Professional Standards Review Organization for any area
on a conditional basis with a view to determining the capacity of such
organization to perform the duties and functions imposed under this
part on Professional Standards Review Organizations. Such designa-
tion may not be made prior to receipt from such organization and
approval by the Secretary of a formal plan for the orderly assump-
tion and implementation of the responsibilities of the Professional
Standards Review Organization under this part.

(b) During any such trial period (which may not exceed 48
months except as provided in subsection (c)), the Secretary may re-
quire a Professional Standards Review Organization to perform, in
addition to review of health care services provided by or in institu-

* tions, only such of the duties and functions required under this part of
Professional Standards Review Organization as he determines such
organization to be capable of performing. The number and type of
such duties shall, during the trial period, be progressively increased
as the organization becomes capable of added responsibility so that,
by the end of such period, such organization shall be considered a
qualified organization only if the Secretary finds that it is sub-
stantially carrying out in a satisfactory manner, the activities and
functions required of Professional Standards Review Organizations
under this part with respect to the review of health care services pro-
vided by or in institutions (including ancillary services) and, in
addition, review of such other health care services as the Secretary
may require. Any of such duties and functions not performed by such
organization during such period shall be performed in the manmer and
to the extent otherwise provided for under law.1

(c) If the Secretary finds that an organization designated under
subsection (a) has been unable to perform satisfactorily all of the
duties and functions required under this part for reasons beyond the
organization's control, lie may extend such organization's trial period
for an additional period not exceeding twenty-four months.2

1 Subsection Mb) was amended by see. 5(b) (1) of P.L 95-142.
.Subsectiun (c) was added (and the former subsection (C) was redesignated as sub-

section (d)) by see. 5(b) (2) of P.L 95-142.
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(d) Any agreement under which any organization is conditionally
designated as the Professional Standards Review Organization for
any area may be terminated by such organization upon 90 days notice
to the Secretary or by the Secretary upon 90 days notice to such
organization.'

(e) In determining whether an organization designated on a con-
ditional basis as the Professional Standards Review Organization for
any area is substantially carrying out its duties in a satisfactory mati-
ner and should be considered a qualified organization, the Secretary
shall follow the procedures specified in section 1152(h) (concerning
the Secretary's consideration of comments of the Governor of the
State in which the organization is located).2

Duties and Functions of Professional Standards Review
Organizations

Sec. 1155. (a) (1) Notwithstanding any other provision of law, but
consistent with the provisions of this part, it shall be the duty and
function of each Professional Standards Review Organization for
any area to assume, at the earliest date practicable, responsibility for
the review of the professional activities in such area of physicians
and other health care practitioners and institutional and noninstitu-
tional providers of health care services (except as provided in para-
graph (7)) in the provision of health care services and items for
which payment may be made (in whole or in part) under this Act for
the purpose of determining whether-

(A) such services and items are or were medically necessary;
(B) the quality of such services meets professionally recog-

nized standards of health care; and
(C) in case such services and items are proposed to be pro-

vided in a hospital or other health care facility on an inpatient
basis, such services and items could, consistent with the provision
of appropriate medical care, be effectively provided on an out-
patient basis or more economically in an inpatient health care
facility of a different type.3

(2) Each Professional Standards Review Organization shall have
the authority to determine, in advance, in the case of-

(A) any elective admission to a hospital, or other health care
facility, or

(B) any other health care service which will consist of
extended or costly courses of treatment,

whether such service, if provided, or if provided by a particular health

'Former suboectiom (c) was redesignated am subeectiou id) by see. 5(b)(2) of P.R
,- 162-

Shubsect-Ion 4e) was added by seC. 5(d) (2) (C) of P. & 95-1-.2.
3 i1aragrapb (1) was amended by see. 5(d) (3) (B) (i) and "ec. 5(o)(2) of P.L. 95-142.
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* care practitioner or by a particular hospital or other health care
facility, organization, or agency, would meet the criteria specified in
clauses (A) and (C) of paragraph (1).

(3) Each Professional Standards Review Organization shall, in
accordance with regulations of the Secretary, determine and publish,
from time to time, the types and kinds of cases (whether by type of
health care or diagnosis involved, or whether in terms of other rele-
vant criteria relating to the provision of health care services) with
respect to which such organization will, in order most effectively to
carry out the purposes of this part, exercise the authority conferred
upon it under paragraph (2).

(4) Each Professional Standards Review Organization shall be
responsible for the arranging for the maintenance of and the regular
review of profiles of care and services received and provided with
respect to patients, utilizing to the greatest extent practicable in such
patient profiles, methods of coding which will provide maximum con-
fidentiality as to patient identity and assure objective evaluation con-
sistent with the purposes of this part. Profiles shall also be regularly
reviewed on an ongoing basis with respect to each health care prac-
titioner and provider to determine whether the care and services
ordered or rendered are consistent with the criteria specified in clauses

S (A), (B), and (C) of paragraph (1).
(5) Physicians assigned responsibility for the review of hospital

care may be only those having active hospital staff privileges in at
least one of the participating hospitals in the area served by the Pro-
fessional Standards Review Organization.1

(6) No physician shall be permitted to review-
(A) health care services provided to a patient if he was di-

rectly responsible for providing such services, or
(B) health care services provided in or by an institution, or-

ganization, or agency, if he or any member of his family has,
directly or indirectly, a significant financial interest in such
institution, organization, or agency.

For purposes of this paragraph, a physician's family includes only his
spouse (other than a spouse who is legally separated from him under
a decree of divorce or separate maintenance), children (including
legally adopted children), grandchildren, parents, and grandparents.2

(7) (A) Except as provided in subparagraph (B), a Professional
Standards Review Organization located in a State has the function
and duty to assume responsibility for the review under paragraph (1)
of professional activities in intermediate care facilities (as defined in
section 1905(c)) and in public institutions for the mentally retarded. 1 Paragraph (5) was amended by see. 5(p) of P.L. 95-142.

2Paragraph (6) was amended by see. 5(c)(1) (A) and (B) of P.L. 95-142.
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(described in section 1905(d) (1)) only if (i) the Secretary finds, on
the basis of such documentation as he may require from the State. that
the single State agency which administers or supervises the adminis-
tration of the State plan approved under title XIX for that State is
not performing effective review of the quality and necessity of health
care services provided in such facilities and institutions, or (ii) the
State requests such organization to assume such responsibility.

(B) A Professional Standards Review Organization located in
a State has the function and duty to assume responsibility for the
review under paragraph (1) of professional activities in intermediate
care facilities in the State that are also skilled nursing facilities (as
defined in section 1861(j)), to the extent that the Secretary finds
that the performance of such function by the single State agency
(described in subparagraph (A)) for that State is inefficient.1

(b) To the extent necessary or appropriate for the proper perform-
ance of its duties and functions, the Professional Standards Review
Organization serving any area is authorized in accordance with regu-
lations prescribed by the Secretary to-

(1) make arrangements to utilize the services of persons who
are practitioners of or specialists in the various areas of medicine
(including dentistry), or other types of health care, which persons
shall, to the maximum extent practicable, be individuals engaged
in the practice of their profession within the area served by such
organization;

(2) undertake such professional inquiry either before or after,
or both k-fore and after, the provision of services with respect to
which such organization has a responsibility for review under
subsection (a) (1) ;

(8) examine the pertinent records of any practitioner or pro-
vider of health care services providing -services with respect to
which such organization has a responsibility for review under
subsection (a) (1) ; and

(4) inspect the facilities in which care is rendered or services
provided (which are located in such area) of any practitioner or
provider.

(c) No Professional Standards Review Organization shall utilize
the services of any individual who is not a duly licensed doctor of
medicine or osteopathy to make final determinations in accordance
with its duties and functions under this part with respect to the pro-
fessional conduct of any other duly licensed doctor of medicine or
osteopathy, or any act performed by any duly licensed doctor of
medicine or osteopathy in the exercise of his profession.

I Paragraph (7) was added by see. 5(d) (3) (ii) of P.L. 95-142.
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(d) In order to familiarize physicians with the review functions
and activities of Professional Standards Review Organizations and to
promote acceptance of such functions and activities by physicians,
patients, and other persons, each Professional Standards Review
Organization, in carrying out its review responsibilities, shall (to
the maximum extent consistent with the effective and timely perform-
ance of its duties and functions)-

(1) encourage all physicians practicing their profession in the
area served by such Organization to participate as reviewers in
the review activities of such Organizations;

(2) provide rotating physician membership of review com-
mittees on an extensive and continuing basis;

(3) assure that membership on review committees have the
broadest representation feasible in terms of the various types of
practice in which physicians engage in the area served by such
Organization; and

(4) utilize, whenever appropriate, medical periodicals and sim-
ilar publications to publicize the functions and activities of Pro-
fessional Standards Review Organizations.

(e) (1) Each Professional Standards Review Organization shall
utilize the services of, and accept the findings of, the review com-
mittees of a hospital (including any skilled nursing facility, as defined

* in section 1861(j), or intermediate care facility, as defined in section
1905(c), which is also a part of such hospital) or other operating
health care facility or organization (other than such a skilled nursing
facility or intermediate care facility which is not a part of a hospital)
located in the areas served by such organization, but only when
and only to the extent and only for such time that such committees in
such hospital or other operating health care facility or organization
have demonstrated to the satisfaction of such organization their ca-
pacity effectively and in timely fashion to review activities in such
hospital or other operating health care facility or organization (in-
cluding the medical necessity of admissions, types and extent of
services ordered, and lengths of stay) so as to aid in accomplishing
the purposes and responsibilities described in subsection (a) (1) , except
where the Secretary disapproves, for good cause, such accepLance. 1

(2) The Secretary may prescribe regulations to carry out the pro-
visions of this subsection.

(f) (1) An agreement entered into under this part between the
Secretary and any organization under which such organization is
designated as the Professional Standards Review Organization for
any area shall provide that such organization will-

Ah Paragraph (1) was amended by see. 5(d) (3) (A) of P.L 95-142.
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(A) perform such duties and functions and assume such re-
sponsibilities and comply with such other requirements as may
be required by this part or under regulations of the Secretary pro-
mulgated to carry out the provisions of this part; and

(B) collect such data relevant to its functions and such infor-
mation and keep and maintain such records in such form as
the Secretary may require to carry out the purposes of this part
and to permit access to and use of any such records as the Secre-
tary may require for such purposes.

(2) Any such agreement with an organization under this part shall
provide that the Secretary make payments to such organization equal
to the amount of expenses reasonably and necessarily incurred, as
determined by the Secretary, by such organization in carrying out or
preparing to carry out the duties and functions required by such
agreement.

(3) Any such agreement with an organization under this part may
be in the form of a grant or an assistance agreement.1

(g) (1) Where a Professional Standards Review Organization
(whether designated on a conditional basis or otherwise) requests
review responsibility with respect to services furnished in shared
health facilities, the Secretary must give priority to such request, with
the highest priority being assigned to requests from organizations
located in areas with substantial numbers of shared health facilties.

(2) The Secretary shall require any Professional Standards
Review Organization which is capable of exercising review responsi-
bility with respect to ambulatory care services to perform review
responsibility with respect to such services on and after a date not
earlier than the date the organization is designated as a Professional
Standards Review Organization (other than under section 1154) and
not later than two years after the date the organization has been so
designated. but any such designated Professional Standards Review
Organization may be approved to perform such review responsibility
at any earlier time if such organization applies for, and is found
capable of exercising, such responsibility

Norms of Health Care Services for Various Illnesses or Health
Conditions

See. 1156. (a) Each Professional Standards Review Organization
shall apply professionally developed norms of care, diagnosis, and
treatment based upon typical patterns of practice in its regions (in-
cluding typical lengths-of-stay for institutional care by age and diag-

1 Paragraph (3) was added by see. 5(c) (1) (C) of P. . 95-142.
2 Subsection (g) was amended by see. 5(c) (1) (D) of P.1. 95-142.
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nosis) as principal points of evaluation and review. The National
Professional Standards Review Council and the Secretary shall pro-
vide such technical assistance to the organization as will be helpful
in utilizing and applying such norms of care, diagnosis, and treatment.
Where the actual norms of care, diagnosis, and treatment in a Profes-
sional Standards Review Organization area are significantly different
from professionally developed regional norms of care, diagnosis, and
treatment approved for comparable conditions, the Professional
Standards Review Organization concerned shall be so informed, and
in the event that appropriate consultation and discussion indicate
reasonable basis for usage of other norms in the area concerned, the
Professional Standards Review Organization may apply such norms
in such area as are approved by the National Professional Standards
Review Council.

(b) Such norms with respect to treatment for particular illnesses
or health conditions shall include (in accordance with regulations of
the Secretary)-

(1) the types and extent of the health care services which,
taking into account differing, but acceptable, modes of treatment
and methods of organizing and delivering care are considered
within the range of appropriate diagnosis and treatment of such
illness or health condition, consistent with professionally recog-
nized and accepted patterns of care;

(2) the type of health care facility which is considered, con-
sistent with such standards, to be the type in which health care
services which are medically appropriate for such illness or condi-
tion can most economically be provided.

(c) (1) The National Professional Standards Review Council shall
provide for the preparation and distribution, to each Professional
Standards Review Organization and to each other agency or person
performing review functions with respect to the provision of health
care 9,rvices under this Act, of appropriate materials indicating the
regional norms to be utilized pursuant to this part. Such data concern-
ing norms shall be reviewed and revised from time to time. The
approval of the National Professional Standards Review Council of
norms of care, diagnosis, and treatment shall be based on its analysis
of appropriate and adequate data.

(2) Each review organization, agency, or person referred to in
paragraph (1) shall utilize the norms developed under this section as
a principal point of evaluation and review for determining, with re-
spect to any health care services which have been or are proposed to be
provided, whether such care and services are consistent with the cri-
teria specified in section 1155 (a) (1).

21-746 0 - 79 - 26
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(d) (1) Each Professional Standards Review Organization shall-
(A) in accordance with regulations of the Secretary, specify

the appropriate points in time after the admission of a patient for
inpatient care in a health care institution, at which the physician
attending such patient shall execute a certification stating that
further inpatient care in such institution will be medically neces-
sary effectively to meet the health care needs of such patient; and

(B) require that there be included in any such certification
with respect to any patient such information as may be necessary
to enable such organization properly to evaluate the medical
necessity of the further institutional health care recommended by
the physician executing such certification.

(2) The points in time at which any such certification will be
required (usually, not later than the 50th percentile of lengths-of-stay
for patients in similar age groups with similar diagnosis) shall be
consistent with and based on professionally developed norms of care
and treatment and data developed with respect to length of stay in
health care institutions of patients having various illnesses, injuries,
or health conditions, and requiring various types of health care serv-
ices or procedures.

Submission of Reports by Professional Standards Review
Organizations

Sec. 1157. If, in discharging its duties and functions under this
part, any Professional Standards Review Organization determines
that any health care practitioner or any hospital, or other health care
facility, agency, or organization has violated any of the obligations
imposed by section 1160, such organization shall report the matter to
the Statewide Professional Standards Review Council for the State in
which such organization is located together with the recommendations
of such Organization as to the action which should be taken with
respect to the matter. Any Statewide Professional Standards Review
Council receiving any such report and recommendation shall rev-ew
the same and promptly transmit such report and recommendation to
thi- Secretary together with any additional comments or recommenda-
tions thereon as it deems appropriate.'

Requirement of Review Approval as Condition of Payment of
Claims

Sec. 1158. (a) Except as provided for in section 1159 and subsection
(d), no Federal funds appropriated under any title of this Act (other
than title V) for the provision of health care services or itehis shall be

I Section 1157 was amended by see. 13(b) (4) of P.L. 95-142.

Sec. 1156(d) 340



Revised April 1978

* used (directly or indirectly) for the payment, under such title or any
program ctabli;shed pursuant thereto, of any claim for the provision
of such services or items. unless the Secretary. pursuant to regulation
determines that the claimant is without fault if-

(1) the provision of such services or items is subject to review
under this part by any Professional Standards Review Organiza-
tion, or other agency; and

(2) such organization or other agency has, in the proper exer-
cise of its duties and functions under or consistent with the pur-
poses of this part, disapproved of the services or items giving
rise to such claim, and has notified the practitioner or provider
who provided or proposed to provide such services or items and
the individual who would receive or was proposed to receive such
services or items of its disal-proval of the provision of such serv-
ices or item&"

(b) Whenever any Professional Standards Review Organization,
in the discharge of its duties and functions as specified by or pursuant
to this part, disapproves of any health care services or items furnished
or to be furnished by any practitioner or provider, such organiza-
tion shall, after notifying the practitioner, provider, or other organi-
zation or agency of its disapproval in accordance with subsection (a),

O promptly notify the agency or organization having responsibility for
acting upon claims for payment for or on account of such services or
items.

(c) Where a Professional Standards Review Organization
(whether designated on a conditional ba.is or otherwise) has been
found competent by the Secretary to assume review responsibiilitv with
respect to specified types of health care services or specified providers
or practitioners of such services and is performing such reviews, deter-
minations made pursuant to paragraphs (1) and (2) of section 1155
(a) in connection with such reviews shall constitute the conclusive
determination on those issues (subject to sections 1159, 1171(a) (1).
and 1171(d) (3)) for purposes of payment under this Act, and no
reviews with respect to those determinations shall be conducted, for
purl)loes of payment, by agencies and organizations which are parties
to agreements entered into by the Secretary pursuant to section 1816.
carriers. which are parties to contracts entered into by the Secretary
pursuant to section 1842. or single State agencies administering or
supervising the administration of State plans approved under title
XIX.2

(d) In any case in which a Professional Standards Review Orga-
nization disapproves (under subsection (a)) of inpatient hospital

O I Subsection (a) was amended by see. 22(a) (1) of P.L 95-142.
"Subsection (c) was added by sec. 5(d) (1) of P.L. 95-142.
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services or posthospital extended care services. payment may be made
for such services furnished before the second day after the day on
which the provider received notice of such disapproval, or, if such
organization determines that more time is required in order to arrange
postdischarge care, payment may be made for such services furnished
before the fourth day after the day on which the provider received
notice of .,,uch dlisalpp~roval.'

Hearings and Review by Secretary

Sec. 1159. (a) Any beneficiary or recipient who is entitled to ben-
efits under this Act (other than title V) or a provider or practitioner
who is dissatisfied with a determination with respect to a claim made
by a Professional Standards Review Organization in carrying out its
responsibilities for the review of professional activities in accordance
with paragraphs (1) and (2) of section 1155(a) shall, after being
notified of such determination, be entitled to a reconsideration thereof
by the Professional Standards Review Organization and, where the
Professional Standards Review Organization reaffirms such deter-
mination in a State which has established a Statewide Professional
Standards Review Council, and where the matter in controversy is
$100 or more, such determination shall be reviewed by professional
members of such Council and, if the Council so determines, revised.

(b) Where the determination of the Statewide Professional Stand-
ards Review Council is adverse to the beneficiary or recipient (or, in
the absence of such Council in a State and where the matter in con-
tioversy is $100 or more), such be.ieficiary or recipient shall be entitled
to a hearing thereon by the Secretary to the same extent as is provided
in section 205(b), and, where the amount in controversy is $1,000 or
more, to judicial review of the Secretary's final decision after such
hearing as is provided in section 205(g). The Secretary will render a
decision only after appropriate professional consultation on the
matter.

(c) Any review or appeals provided under this section shall be in
lieu of any review, hearing, or appeal under this Act with respect to
the same issue.

Obligations of Health Care Practitioners and Providers of Health
Care Services; Sanctions and Penalties; Hearings and Review

Sec. 1160. (a) (1) It shall be the obligation of any health care
practitioner and any other person (including a hospital or other
health care facility, organization, or agency) who provides health
care services for which payment may be made (in whole or in part)
under this Act, to assure that services or items ordered or provided by

I Subsection (d) was added by seo. 22(a) (2) of P.L. 95-142.
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such practitioner or person to beneficiaries and recipients under this
Act-

(A) will be provided only when, and to the extent, medically
necessary; and

(B) will be of a quality which meets professionally recognized
standards of health care; and

(C) will be supported by evidence of such medical necessity
and quality in such form and fashion and at such time as may
reasonably be required by the Professional Standards Review
Organization in the exercise of its duties and responsibilities;

and it shall be the obligation of any health care practitioner in order-
ing, authorizing, directing, or arranging for the provision by any
other person (including a hospital or other health care facility, organi-
zation, or agency), of health care services for any patient of such prac-
titioner, to exercise his professional responsibility with a view to
assuring (to the extent of his influence or control over such patient,
such person, or the provision of such services) that such services or
items will be provided-

(D) only when, and to the extent, medically necessary; and
(E) will be of a quality which meets professionally recognized

standards of health care.
(2) Each health care practitioner, and each hospital or other pro-

vider of health care services, shall have an obligation, within reason-
able limits of professional discretion, not to take any action, in the
exercise of his profession (in the case of any health care practitioner),
or in the conduct of its business (in the case of any hospital or other
such provider), which would authorize any individual to be admitted
as an inpatient in or to continue as an inpatient in any hospital or other
health care facility unless-

(A) inpatient care is determined by such practitioner and by
such hospital or other provider, consistent with professionally
recognized health care standards, to be medically necessary for
the proper care of such individual; and

(B) (i) the inpatient care required by such individual can-
not, consistent with such standards, be provided more economi-
cally in a health care facility of a different type; or

(ii) (in the case of a patient who requires care which can,
consistent with such standards, be provided more economically
in a health care facility of a different type) there is, in the area
in which such individual is located, no such facility or no such
facility wlvich is available to provide care to such individual at
the time when care is needed by him.

(b) (1) If after reasonable notice and opportunity for discussion
with the health care practitioner or hospital, or other health care
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facility, agency, or organization concerned, any Professional Stand-
ards Review Organization submits a report and recommendations to
the Secretary pursuant to se-:tion 1157 (which report and recom-
mendations shall be submitted through the Statewide Professional
Standards Review Council, if such Council has been established, which
shall promptly transmit such report and recommendations together
with any additional comments and recommendations thereon as it
deems appropriate) and if the Secretary determines that such health
care practitioner or hospital, or other health care facility, agency, or
organization, in providing health care services over which such orga-
nization has review responsibility and for which payment (in whole
or in part) may be made under this Act has-

(A) by failing, in a substantial number of cases, substantially
to comply with any obligation imposed on him under subsection
(a), or

(B) by grossly and flagrantly violating any such obligation
in one or more instances,

demonstrated an unwillingness or a lack of ability substantially to
comply with such obligations, he (in addition to any other sanction
provided under law) may exclude (permanently or for such period
as the Secretary may prescribe) such health care practitioner or
hospital, or other health care facility, agency, or organization from
eligibility to provide such services on a reimbursable basis.1

(2) A determination made by the Secretary under this subsection
shall be effective at such time and upon such reasonable notice to the
public and to the person furnishing the services involved as may be
specified in regulations. Such determination shall be effective with
respect to services furnished to an individual on or after the effective
date of such determination (except that in the case of institutional
health care services such determination shall be effective in the manner
provided in title XVIII with respect to terminations of provider
agreements), and shall remain in effect until the Secretary finds and
gives reasonable notice to the public that the basis for such determina-
tion has been removed and that there is reasonable assurance that it
will not recur.

(3) In lieu of the sanction authorized by paragraph (1), the Secre-
tary may require that (as a condition to the continued eligibility of
such practitioner or provider to provide such health care services on
a reimbursable basis) such practitioner or provider pay to the United
States, in case such acts or conduct involved the provision or ordering
by such practitioner or provider of health care services which were
medically improper or unnecessary, an amount not in excess of the

I Paragraph (1) was amended by sees. 5(e) and 5(o)(3) of P.R. 95-142.
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actual or estimated cost of the medically improper or unnecessary serv-
ices so provided, or (if less) $5,000. Such amount may be deducted
from any sunis owing by the United States (or any instrumentality
thereof) to the person from whom such amount is claimed.

(4) Any person furnishing services described in paragraph (1)
who is dissatisfied with a determination made by tile Secretary under
this subsection shall be entitled to reasonable notice and opportunity
for a hearing thereon by the Secretary to the same extent as is pro-
vided in section 205(b), and to judicial review of the Secretary's final
decision after such hearing as is provided in section 205(g).

(c) It shall be the duty of each Professional Standards Review
Organization and each Statewide Professional Standards Review
Council to use such authority or influence it may 1, .-css as a profes-
sional organization, and to eiIist the support of any other professional
or governmental oigaiil/ation having iiiflucuice or authority over
health (are practitio0svi and any other person includei g a hospital
or other health care fa( Jhlk y, organization, or agency) providing health
care servict.s in the aitxa o.,rved by such review organization, in assur-
ing that each pi act itiwoir or ,., ovder (ieferi cd to in subsection (a))
providing lcalth ,'ae 10r' 1 ic111 1 area shall comply with all obli-
gations impocd un him uw,&, r AI., l II (a).

Notice Lo Practitioner or Provider

Sec. :il. Ln eucver any Pr,'Jf, -zilojal Standards Review Organi-
zatie.i tuaks ,Iy ":tion .ýr njar.ts aniy determination-

(a) wI.. I1! '• i. :-y ilp 4 st, ioy a health care practitioner or
other ,, o% .r Jf L.I fh ,raie -crvices, for approval of a health
care serv , or ,tum prop,.scd to be ordered or provided by such
practitioner or provider; or

(b) that any such practitioner or provider has violated any
obligation imposed on such practitioner or pro,,ider under section
1160,

such organization shall, immediately after taking such action or mak-
ing such determination, give notice to such practitioner or provider of
such determination and the basis therefor, and shall provide him with
appropriate opportunity for discussion and review of the matter.

Statewide Professional Standards Review Councils; Advisory
Groups to Such Councils

See. 1162. (a) In any State in which there are located three or more
Professional Standards Review Organizations, the Secretary shall
establish a Statewide Professional Standards Review Council.

* (b) The membership of any such Council for any State shall be
appointed by the Secretary and shall consist of-
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(1) one representative from and designated by each Profes-
sional Standards Review Organization in the State;

(2) four physicians, two of whom a-.y be designated by the
State medical society and two of whom may be designated by the
State hospital association of such State to serve as members on
such Council; and

(3) four persons knowledgeable in health care from such State
whom the Secretary shall have selected as representatives of the
public in such State (at least two of whom shall have been recom-
mended for membership on the Council by the Governor of such
State).

(c) It shall be the duty and function of the Statewide Professional
Standards Review Council for any State, in accordance with regula-
tions of the Secretary, (1) to coordinate the activities of, and dissemi-
nate information and data among the various Professional Standards
Review Organizations within such State including assisting the Secre-
tary in development of uniform data gathering procedures and operat-
ing procedures applicable to the several areas in a State (including,
where appropriate, common data processing operations serving several
or all areas) to assure efficient operation and objective evaluation of
comparative performance of the several areas and, (2) to assist the
Secretary in evaluating the performance of each Professional Stand-
ards Review Organization, and (3) where the Secretary finds it neces-
sary to replace a Professional Standards Review Organization, to
assist him in developing and arranging for a qualified replacement
Professional Standards Review Organization.

(d) The Secretary is authorized to enter into an agreement with
any such Council under which the Secretary shall make payments to
such Council equal to the amount of expenses reasonably and neces-
sarily incurred, as determined by the Secretary, by such Council in
carrying out the duties and functions provided in this section.

(e) (1) The Statewide Professional Standards Review Council for
any State (or in a State which does not have such Council, the Profes-
sional Standards Review Organizations in such State which have
agreements with the Secretary) shall be advised and assisted in carry-
ing out its functions by an advisory group (of not less than seven nor
more than eleven members) which shall be made up of representatives
of health care practitioners (other than physicians) and hospitals and
other health care facilities which provide within the State health care
services for which payment (in whole or in part) may be made under
any program established by or pursuant to this Act.

(2) The Secretary shall by regulations provide the manner in which
members of such advisory group shall be selected by the Statewide
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Professional Standards Review Council (or Professional Standards
Review Organizations in States without such Councils).

(3) The expenses reasonably and necessarily incurred, as deter-
mined by the Secretary, by such group in carrying out its duties and
functions under this subsection shall be considered to be expenses nec-
essarily incurred by the Statewide Professional Standards Review
Council served by such group.

National Professional Standards Review Council

Sec. 1163. (a) (1) There shall be established a National Professional
Standards Review Council (hereinafter in this section referred to
as the "Council") which shall consist of eleven physicians, not other-
wise in the employ of the United States, appointed by the Secretary
without regard to the provisions of titLe 5, United States Code, govern-
ing appointments in the competitive service.

(2) Members of the Council shall be appointed for a term of three
years, except that the Secretary may provide, in the case of any terms
scheduled to expire after January 1, 1978, for such shorter terms as
will ensure that (on a continuing basis) the terms of no more than
four members expire in any year. Members of the Council shall be
eligible for reappointment.,

* (3) The Secretary shall from time to time designate one of the
members of the Council to serve as Chairman thereof.

(b) Members of the Council shall consist of physicians of recog-
nized standing and distinction in the appraisal of medical practice.
A majority of such members shall be physicians who have been recom-
mended by the Secretary to serve on the Council by national orga-
nizations recognized by the Secretary as representing practicing
physicians. The membership of the Council shall include physicians
who have been recommended for membership on the Council by con-
sumer groups and other health care interests.

(c) The Council is authorized to utilize, and the Secretary shall make
available, or arrange for, such technical and professional consulta-
tive assistance as may be required to carry out its functions, and the
Secretary shall, in addition, make available to the Council such secre-
tarial, clerical and other assistance and such pertinent data prepared
by, for, or otherwise available to, the Department of Health, Educa-
tion, and Welfare as the Council may require to carry out its functions.

(d) Members of the Council, while serving on business of the Coun-
cil, shall be entitled to receive compensation at a rate fixed by the
Secretary (but not in excess of the daily rate paid under GS-18 of
the General Schedule under section 5332 of title 5, United States

S I Paragraph (2) was amended by see. 5(f) of P.L. 95- 1I2.
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Code), including travel time; and while so serving away from their
homes or regular places of business, they may be allowed travel ex-
penses, including per diem in lieu of subsistence, as authorized by
section 5703 of title 5, United States Code, for persons in Government
service employed intermittently.

(e) It shall be the duty of the Council to-
(1) advise the Secretary in the administration of this part;
(2) provide for the development and distribution, among

Statewide Professional Standards Review Councils and Profes-
sional Standards Review Organizations of information and data
which will assist such review councils and organizations in carry-
ing out their duties and functions;

(3) review the operations of Statewide Professional Standards
Review Councils and Professional Standards Review Organiza-
tions with a view to determining the effectiveness and compara-
tive performance of such review councils and organizations in
carrying out the purposes of this part; and

(4) make or arrange for the making of studies and kivestiga-
tions with a view to developing and recommending to the Secre-
tary and to the Congress measures designed more effectively to
accomplish the purposes and objectives of this part.

(f) [Repealed] 1

Application of This Part to Certain State Programs Receiving
Federal Financial Assistance

Sec. 1164. (a) In addition to the requirements imposed by law as a
condition of approval of a State plan approved under any title of
this Act under which health care services are paid for in whole or
part, with Federal funds, there is hereby imposed the requirement
that provisions of this part shall apply to the operation of such plan
or program.

(b) The requirement imposed by subsection (a) with respect to
such State plans approved under this Act shall apply-

(1) in the case of any such plan where legislative action by
the State legislature is not necessary to meet such requirement, on
and after January 1, 1974; and

(2) in the case of any such plan where legislative action by the
State legislature is necessary to meet such requirement, which-
ever of the following is earlier-

(A) on and after July 1, 1974, or
(B) on and after the first day of the calendar month which

first commences more than ninety days after the close of the
first regular session of the legislature of such State which
begins after December 31, 1973.

1 Subseetion (f) was repeaPo-d by sec. 5(g) of P.L. 95-142.
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* Correlation of Functions Between Professional Standards Re-
view Organizations and Administrative Instrumentalities

Sec. 1165. The Secretary shall by regulations provide for such cor-
relation of activities, such interchange of data and information, and
such other cooperation consistent with economical, efficient, coordi-
nated, and comprehensive implementation of this part (including, but
not limited to, usage of existing mechanical and other data-gathering
capacity) between and among-

(a) (1) agencies and organizations which are parties to agree-
ments entered into pursuant to section 1816, (2) carriers which
are parties to contracts entered into pursuant to section 1842,
and (3) any other public or private agency (other than a Profes-
sional Standards Review Organization) having review or con-
trol functions, or proved relevant data-gathering procedures and
experience, and

(b) Professional Standards Review Organizations, as may be
necessary or appropriate for the effective administration of title
XVIII, or State plans approved under this Act.

Prohibition Against Disclosure of Information'

SSec. 1166. (a) Any data or information acquired by any Profes-
sional Standards Review Organization, in the exercise of its duties
and functions, shall be held in confidence and shall not be disclosed
to any person except (1) to the extent that may be necessary to carry
out the purposes of this part, (2) in such cases and under such cir-
cumstances as the Secretary shall by regulations provide to assure
adequate protection of the rights and interests of patients, health
care practitioners. or providers of health care, or (3) in accordance
with subsection (b).

(b) A Professional Standards Review Organization shall provide.
in accordance with procedures established by the Secretary. data and
inforination-

(1) to assist Federal and State agencies recognized by the
Secretary as having responsibility for identifying and investi-
gating cases or patterns of fraud or abuse. which data and
information shall be provided by such organization to such
agencies at the request of such agencies at the discretion of such
Organization on the basis of its findings with respect to evidence
of fraud or abuse; and

(2) to assist the Secretary, and such Federal and State agen-
cies recognized by the Secretary as having health planning or

.section 1166 was amended by sec. 5(h) of P.L. 95-142.
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related responsibilities under Federal or State law (including
health systems agencies and State health planning and develop-
ment agencies). in carrying out appropriate health care plan-
ning and related activities, which data and information shall be
provided in such format and manner as may be prescribed by the
Secretary or agreed upon by the responsible Federal and State
agencies and such Organization, and shall be in the form of
aggregate statistical data (without. identifying any individual)
on a geographic. institutional, or other basis reflecting the vol-
ume and frequency of services furnished, as well as the demo-
graphic characteristics of the l)ol)ulation subject to review by
such Organization.

The penalty provided in subsection (c) shall not apply to the disclo-
sure of any data and information received under this subsection,
except that such penalty shall apply to the disclosure (by the agency
receiving such data and information) of any such data and informa-
tion described in paragraph (1) unless such disclosure is made in a
judicial, administrative, or other formal legal proceeding resulting
from an investigation conducted by the agency receiving the data and
information.

(c) It shall be unlawful for any person to disclose any such infor-
mation other than for such purposes, and any person violating the
provisions of this section shall, upon conviction, be fined not more
than $1,000, and imprisoned for not more than six months, or both,
together with the costs of prosecution.

(d) No patient record in the possession of a Professional Stand-
ards Review Organization, a Statewide Professional Standards
Review Couneil, or the National Professional Standards Review
Council shall be subject to subpena or discovery proceedings in a civil
action.

Limitation on Liability for Persons Providing Information, and
for Members and Employees of Professional Standards Review
Organizations and Statewide Professional Standards Review
Councils, and for Health Care Practitioners and Providers1

Sec. 1167. (a) Notwithstanding any other provision of law, no
person providing information to any Professional Standards Review
Organization or to any Statewide Professional Standards Review
Council shall be held, by reason of having provided such informa-
tion, to have violated any criminal law, or to be civilly liable under
any law, of the United States or of any State (or political subdivision
thereof) unless-

' Section 1167 was amended ? Pee. 5(n) of P.L. 95-142.
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(1) such information is-unrelated to the performance of the
duties and functions of such Organization or such Council, or

(2) such information is false and the person providing such
information knew, or had reason to believe, that such information
was false.

(b) (1) No individual who, as a member or employee of any Pro-
fessioiial Standards Review Organization or of any Statewide Pro-
fessional Standards Review Council or who furnishes professional
counsel or services to such organization or council shall be held by
reason of the performance by him of any duty, function, or activity
authorized .r required of Professional Standards Review Orgailiza-
tions or of Statewide Professional Standards Review Councils under
this part, to have violated any criminal law, or to be civilly liable
under any law, of the United States or of any State (or political sub-
division thereof) provided he has exercised due care.

(2) The provisions of paragraph (1) shall not apply with respect
to any action taken by any individual if such individual, in taking
such action, was motivated by malice toward any person affected by
such action.

(c) No doctor of medicine or osteopathy and no provider (includ-
ing directors, trustees, employees, or officials thereof) of health care

* services shall be civilly liable to any person under any law of the
United States or of any Stata. (or political subdivision thereof) on
account of any action taken by him in compliance with or reliance
upon professionally developed norms of care and treatment applied
by a Professional Standards Review Organization (which has been
designated in accordance with section 1152(b) (1) (A)) operating in
the area where stich doctor of medicine or osteopathy or provider took
such action but only if-

(1) he takes such action (in the case of a health care practi-
tioner) in the exercise of his profession as a doctor of medicine
or osteopathy (or in the case of a provider of health care services)
in the exercise of his functions as a provider of health care serv-
ices, and

(2) he exercised due care in all professional conduct taken or
directed by him and reasonably related to, and resulting from,
the actions taken in compliance with or reliance upon such pro-
fessionally accepted norms of care and treatment.

(d) The Secretary shall make payment to a Professional Standards
Review Organization, whether conditionally designated or qualified,
or to any member or employee thereof, or to any person who furnishes
legal counsel or services to such organization, in an amount equal to
the reasonable amount of the expenses incurred, as determined by
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tile Secretary, in connection with the. defense of any suit. action, or
proceeding brought against such organization. member, or employee
related to the performance of any duty or function of such organiza-
tior member, or employee (as described in section 1155).1

Authorization for Use of Certain Funds to Administer the
Provisions of This Part

See. 1168. Expenses incurred in the administration of this part
shall be payable from-

(a) funds in the Federal Hospital Insurance Trust Fund;
(b) funds in the Federal Supplementary Medical Insurance

Trust Fund; and
(c) funds appropriated to carry out the health care provisions

of the several titles of this Act;
in such amounts from each of the sources of funds (referred to in sub-
sections (a), (b), and (c)) as the Secretary shall deem to be fair and
'equitable after taking into consideration the costs attributable to the
administration of this part with respect to each of such plans and
programs. The Secretary shall make such transfers of moneys between
the funds, referred to in clauses (a), (b) and (c) of the preceding
sentence, as may be appropriate to settle accounts between them in
cases where expenses properly payable from the funds described in
one such clause have been paid from funds described in another of
such clauses. The Secretary shall make payments to Professional
Standards Review Organizations (whether designated on a conditional
basis or otherwise) from funds described in the first sentence of this
section (without any requirement for the contrhIbition of funds by
any State or political subdivision thereof) for expenses incurred in
the performance of duties by such Organizations. 2

Technical Assistance to Organizations Desiring To Be Designated
as Professional Standards Review Organizations

Sec. 1169. The Secretary is authorized to provide all necessary
technical and other assistance (including the preparation of prototype
plans of organization and operation) to organizations described in
section 1152(b) (1) which-

(a) express a desire to be designated as a Professional Stand-
ards Review Organization; and

(b) the Secretary determines have a potential for meeting the
requirements of a Professional Standards Review Organization;

to assist such organizations in developing a proper plan to be sub-

ISubsection (d) was added by see. 5( M of P.L. 97--142.
:See. 1168 was amended by see. 112 of P.L. 94-182 and by sec. 5(j) of P.L. 95-142.
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mitted to the Secretary and otherwise in preparing to meet the require-
ments of this part for designation as a Professional Standards Review

Organization.

Exemptions of Christian Science Sanatoriums

Sec. 1170. The provisions of this part shall not apply with respect
to a Christian Science sanatorium operated, or listed and certified, by
the First Church of Christ, Scientist, Boston, Massachusetts.

Memorandums of Understanding; Federal-State Relations
Generally 1

Sec. 1171. (a) (1) Except as provided in paragraph (2). no deter-
mination made by a Professional Standards Review Organization
pursuant to paragraphs (1) and (2) of section 1155(a) in connection
with reviews shall constitute conclusive determinations under section
1158(c) for purposes of payment under title XIX, unless such orga-
nization has entered into a memorandum of understanding, approved
by the Secretary, with the single State agency responsible for admin-
istering or supervising the administration of the State plan approved
under title XIX for the State in which the organization is located
(hereinafter in this section referred to as the "State agency") for the
purpose of delineating the relationship between the organization and
the State agency and of providing for the exchange of data or infor-
ination, and for administrative procedures, coordination mechanisms,
and modification of the memorandum at any time that additional
responsibility for review by the organization is authorized by the
Secretary.

(2) The requirement of paragraph (1) may be waived by the
Secretary if (A) the State agency indicates to the Secretary that it
does not wish to enter into a memorandum of understanding with the
organization involved, or (B) the Secretary finds that the State agency
has refused to negotiate in good faith or in a timely manner with the
organization involved.

(b) (1) The State agency may request a Professional Standards
Review Organization which is entering into such a memorandum of
understanding with the agency to include in the memorandum a
specification of review goals or methods (additional to any such goals
or methods contained in the organization's formal plan) for the per-
formance of the organization's duties and functions under this part.

(2) If the agency and the organization cannot reach agreement re-

'Section 1171 was added by see 5(d) (2) (D) of P.L. 95-142.

345-H Sec. 1171(b)



garding the inclusion of any such requested specification, the Secre-
tary shall review such specification and shall require that the specifi-
cation be included in the memorandum to the extent that the Secretary
determines that such specification of goals or methods (A) is con-
sistent with the functions of the organization under this part and with
the provisions of title XIX and the State's plan approved under such
title, and (B) does not seriously impact on the effectiveness and uni-
formity of the organization's review of health care services paid for
under title XVIII and title XIX of this Act.

(c) Notwithstanding any other provision of this Act, the State
agency may contract with any Professional Standards Review Orga-
nization located in the State for the performance of review responsi-
bilities in addition to those performed pursuant to this part (and the
cost of performance of such additional responsibilities is reimburs-
able as an expense of the State agency under section 1903(a)) if-

(1) the State agency formally requests the performance of
such additional responsibilities, and

(2) the performance of such additional responsibilities is not
inconsistent with this part and is provided for in an amendment
to the State's plan which is approved by the Secretary under
title XIX.

(d) (1) Each State agency may monitor the performance of review
responsibilities by Professional Standards Review Organizations
located within the State, in accordance with a State monitoring plan
which is developed after review and comment by such organizations
and is approved by the Secretary. The .:osts of activities of the State
agency under and in accordance with such plan are reimbursable as
an expense of the State agency under section 1903(a).

(2) A monitoring plan developed and approved under paragraph
(1) may include a specification of performance criteria for judging
the effectiveness of the review performance of the Professional Stand-
ards Review Organizations. If the State agency and the Professional
Standards Review Organizations cannot reach agreement regarding
such criteria, the Secretary shall assist the agency and organizations
in resolving the matters in dispute.

(3) (A) Whenever a State agency monitoring the performance of
review responsibilities by a Professional Standards Review Organiza-
tion under a plan developed and approved under paragraph (1) sub-
mits to the Secretary reasonable docunIentation that the review deter-
ininations of such organization have caused an unreasonable and detri-
mental impact on total State expenditures under title XIX and on
the appropriateness of care received by individuals under the State's
plan approved under such title, and requests the Secretary to act. the
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* Secretary shall, within thirty days from the date of receipt of the docu-
mentation, make a determination as to the reasonableness of the allega-
tion by the State agency. If the Secretary determines that the review
determinations of such organization have caused an unreasonable and
detrimental impact on total State expenditures under title XIX and
on the appropriateness of care received by individuals under the State's
plan approved under such title, unless the Secretary determines that
the organization has taken appropriate corrective action, he shall
immediately suspend such organization's authority in whole or in part
under section 1158(c) to make conclusive determinations for purposes
of payment under title XIX (and he may suspend such authority for
purposes of payment under title XVIII) until he (i) reevaluates such
organization's performance of the responsibilities involved and deter-
mines that such performance does not have such unreasonable and
detrimental impact, or (ii) determines that the organization has taken
appropriate corrective action. Any determination made by the Secre-
tary under this subparagraph shall be final and shall not be subject to
judicial review.

(B) The Secretary shall notify the State agency submitting such
documentation, and the organization involved, in writing, of his deter-
mination, any subsequent actions taken, and the basis thereof, and shall
notify the appropriate committees of the United States House of Rep-
resentatives and the Senate of any such documentation submitted and
the actions taken.

(e) (1) The Secretary shall in a timely manner establish procedures
and mechanisms to govern his relationships wit'l State agencies under
this part (specifically including his relationships with such agencies in
connection with their respective functions under the preceding provi-
sions of this section). Such mechanisms shall include periodic con-
sultation by the Secretary with State agency representatives and
representatives of Professional Standards Review Organizations re-
garding relationships between such agencies and such organizations
(including the appropriate exchange of data and information between
such agencies and such organizations) and other problems of mutual
concern, and such procedures shall permit the State agency to be repre-
sented on any project assessments conducted by the Secretary with
respect to a Professional Standards Review Organization located
within its State.

(2) Each Professional Standards Review Organization shall pro-
vide to the State agency for the State in which it is located, upon
request, data or information which the Secretary requires such organi-
zations to report to him routinely on a periodic basis, and such other

Data or information as the Secretary authorizes to be disclosed.
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Annual Reports1

Sec. 1172. The Secretary shall submit to the Congress not later
than April 1, 1978, and not later than April 1 of each year thereafter,
a full and complete report on the administration, impact, and cost of
the program under this part during the preceding fiscal year, includ-
ing data and information on-

(1) the number, status (conditional or otherwise), and service
areas of, and review methodologies employed by, all Professional
Standards Review Organizations participating in the program;

(2) the number of health care institutions and practitioners
whose services are subject to review by Professional Standards
Review Organizations, and the number of beneficiaries and recip-
ients who received services subject to such review during such
year;

(3) The imposition of penalties and sanctions under this title
for violations of law and for failure to comply with the obliga-
tions imposed by this part;

(4) the total costs incurred under titles V, XI, XVIII, and
XIX of this Act in the implementation and operation of all pro-
cedures required by such titles for the review of services to deter-
mine their medical necessity, appropriateness of use, and quality;

(5) changes in utilization rates and patterns, and changes in
medical procedures and practices, attributable to the activities of
Professional Standards Review Organizations;

(6) the results of program evaluation activities, including the
operation of data collection systems and the status of Profes-
sional Standards Review Organization data policy and imple-
mentation;

(7) the extent to which Professional Standards Review Orga-
nizations are performing reviews of services for other govern-
mental or private health insurance programs; and

(8) recommendations for legislative changes.

Medical Officers in American Samoa, the Northern Mariana Is-
landS, and the Trust Territory of the Pacific Islands To Be In-
cluded in the Professional Standards Review Program 2

Sec. 1173. For purposes of applying this part (except sections
1155(c) and 1163) to American Samoa, the Northern Mariana Islands,
and the Trust Territory of the Pacific Islands, individuals licensed to
practice medicine in those places shall be considered to be physicians
and doctors of medicine.

1 Section 1172 was added by sec. 5(k) of P.L. 95-142.
2 Section 1173 was added by see. 5(1) (1) of P.L. 95-142.
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TITLE XII-ADVANCES TO STATE UNEMPLOYMENT
FUNDS

Pane
Sec. 1201. Advance to State Unemployment Funds -------------------- 347
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Sec. 1204. Definition of Governor --------------------------------- 349

Advance to State Unemployment Funds 2

Section 1201. (a) (1) Advances shall be made to the States from
the Federal unemployment account in the Unemployment Trust
Fund as provided in this section, and shall be repayable, without in-
terest, in the manner provided in sections 901 (d) (1), 903 (b) (2), and
1202. An advance to a State for the payment of compensation in any
3-month period may be made if-

(A) the Governor of the State applies therefor no earlier than
the first day of the month preceding the first month of such 3-
month period, and

(B) he furnishes to the Secretary of Labor his estimate of the
amount of an advance which will be required by the State for
the payment of compensation in each month of such 3-month
period.

(2) In the case of any application for an advance under this sec-
tion to any State for any 3-month period, the Secretary of Labor
shall-

(A) determine the amount (if any) which he finds will be
required by such State for the payment of compensation in each
month of such 3-month period, and

(B) certify to the Secretary of the Treasury the amount (not
greater than the amount estimated by the Governor of the State)
determined under subparagraph (A).

The aggregate of the amounts certified by the Secretary of Labor
with respect to any 3-month period shall not exceed the amount
which the Secretary of the Treasury reports to the Secretary of
Labor is available in the Federal unemployment account for
advances with respect to each month of such 3-month period.

(3) For purposes of this subsection-
(A) an application for an advance shall be made on such forms,

and shall contain such information and data (fiscal and other-

'This table does not appear in the law.
'Section 1201 was amended by section 213 of ?.t.U 94-M•M
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wise) concerning the operation and administration of the State
unemployment compensation law, as the Secretary of Labor
deems necessary or relevant to the performance of his duties
under this title,

(B) the amount required by any State for the payment of
compensat*..:n in any month shall be determined with due allow-
all-a for contingencies and taking into account all other amounts
that will be available in the State's unemployment fund for the
payment of compensation in such month, and

(C) the term "compensation" means cash benefits payable to
individuals with respect to their unemployment, exclusive of ex-
penses of administration.

(b) The Secretary of the Treasury shall, prior to audit or settle-
ment by the General Accounting Office, transfer in monthly install-
ments from the Federal unemployment account to the account of the
State in the Unemployment Trust Fund the amount certified under
subsection (a) by the Secretary of Labor (but not exceeding that
portion of the balance in the Federal unemployment account at the
time of the transfer which is not restricted as to use pursuant to
section 903 (b) (1)). The amount of any monthly installment so trans-
ferred shall not exceed the amount estimated by the State to be
required for the payment of compensation for the month with respect
to which such installment is made.

Repayment by States of Advances to State Unemployment Funds

Sec. 1202. The Governor of any State may at any time request that
funds be transferred from the account of such State to the Federal
unemployment account in repayment of part or all of that balance
of advances, made to such State under section 1201, specified in the
request. The Secretary of Labor shall certify to the Secretary of t'he
Treasury the amount and balance specified in the request; and the
Secretary of the Treasury shall promptly transfer such amount in
reduction of such balance.

Advances to Federal Unemployment Account

Sec. 1203. There are hereby authorized to be appropriated to the
Federal unemployment account, as repayable advances (without in-
terest), such sums as may be necessary to carry out the purposes of
this title. Whenever, after the application of sections 901 (f) (3) and
902(a) with respect to the excess in the employment security admin-
istration account as of the close of any fiscal year, there remains any
p•.rtion of such excess, so much of such remainder as does not exceed
the balance of advances made pursuant to this section shall be trans-
ferred to the general fund of the Treasury and shall be credited
against, and shall operate to reduce, such balance of advances.
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Definition of Governor

Sec. 1204. When used in this title, the term "Governor" includes
the Commissioners of the District of Columbia.

TITLE XIII-RECONVERSION UNEMPLOYMENT
BENEFITS FOR SEAMEN

[This title was added by the 1946 Amendment; however, the
program provided by this title has expired.]





TITLE XIV-GRANTS TO STATES FOR AID TO THE
PERMANENTLY AND TOTALLY DISABLED 1
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Appropriation

Section 1401. For the purpose of enabling each Scate to furnish
financial assistance, as far as practicable under the conditions in such
State, to needy individuals eighteen years of age and older who are
permanently and totally disabled and of encouraging each State, as
far as practicable under such conditions, to furnish rehabilitation
and other services to help such individuals attain or retain capability
for self-support or self-care, there is hereby authorized to be appro-

* priated for each fiscal year a sum sufficient to carry out the purposes
of this title. The sums made available under this section shall be used
for making payments to States which have submitted, and had ap-
-proved by the Secretary of Health, Education, and Welfare, State
plans for aid to the permanently and totally disabled.

State Plans for Aid to the Permanently and Totally Disabled

See. 1402. (a) A State plan for aid to the permanently and totally
disabled must (1) except to the extent permitted by the Secretary
with respect to services, provide that it shall be in effect in all political
subdivisions of the State, and, if administered by them, be mandatory
upon them; (2) provide for financial participation by the State; (3)
either provide tor the establishment or designation of a single State
agency to administer the plan, or provide for the establishment or
designation of a single State agency to supervise the administration
of the plan; (4) provide (A) for granting an opportunity for a fair
hearing before the State agency to any individual whose claim for aid
to the permanently and totally disabled is denied or is not acted upon
with reasonable promptness, and (B) that if the State plan is admin-. I P.L. 92-403, see. 303. repealed title XIV effective January 1, 1974, but such repeal
does not apply to Puerto Rico. Guam, and the Virgin Islands.

2 This table of contents does not appear in the law.
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Istered in each of the political subdivisions of the State by a local
agency and such local agency provides a hearing at which evidence
may be presented prior to a hearing before the State agency, such
local agency may put into effect immediately upon issuance its deci-
sion upon the matter considered at such hearing; (5) provide (A)
such methods of administration (including methods relating to the
establishment and maintenance of personnel standards on a merit basis
except that the Secretary shall exercise no authority with respect to
the selection, tenure of office, and compensation of any individual em-
ployed in accordance vith such methods) as are found by the Secre-
tary to be necessary for the proper and efficient operation of the plan.
and (B) for the training and effective use of paid subprofessional staff.
with particular emphasis on the full-time or part-time employment
of recipients and other persons of low income, as community service
aides, in the administration of the plan and for the use of nonpaid or
partially paid volunteers in a social service volunteer program in
providing services to applicants and recipients and in assisting any
advisory committees established by the State agency; (6) provide that
the State agency will make such reports, in such form and containing
such information, as the Secretary may from time to time require, and
comply with such provisions as the Secretary may from time to time
find necessary to assure the correctness and verification of such re-
ports; (7) provide that no aid will be furnished any individual under
the plan with respect to any period with respect to which he is receiv-
ing old-age assistance under the State plan approved under section 2
of this Act, aid to families with J-pendent children under the State
plan approved under section 402 of this Act, or aid to the blind
under the State plan approved under section 1002 of this Act;
(8) provide that the State agency shall, in determining need, take into
consideration any other income and resources of an individual claim-
ing aid to the permanently and totally disabled, as well as any ex-
penses reasonably attributable to the earning of any such income;
except that, in making such determination, (A) the State agency
may disregard not more than $7.50 of any income, (B) of the first
$80 per month of additional income which is earned the State agency
may disregard not more than the first $20 thereof plus one-half of
the remainder, and (C) the State agency may, for a period not in
excess of 36 months, disregard such additional amounts of other in-
come and resources, in the case of an individual who has a plan for
achieving self-support approved by the State agency, as may be neces-
sary for the fulfillment of such plan, but only with respect to the part
or parts of such period during substantially all of which he is actually
undergoing vocational rehabilitation; (9) provide safeguards which
permit the use or disclosure of information concerning applicants or
recipients only (A) to public officials who require such information
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* in connection with their official duties, or (B) to other persons for
purposes directly connected with the administration of the State
plan; (10) provide that all individuals wishing to make applica-
tion for aid to the permanently and totally disabled shall have oppor-
tunity to do so, and that aid to the permanently and totally disabled
shall be furnished with reasonable promptness to all eligible indi-
viduals; (11) effective July 1, 1953, provide, if the plan includes pay-
ments to individuals in private or public institutions, for the establish-
ment or designation of a State authority or authorities which shall be
responsible for establishing and maintaining standards for such in-
stitutions; and (12) provide a description of the services (if any)
which the State agency makes available (using whatever internal orga-
nizational arrangement it finds appropriate for this purpose) to appli-
cants for and recipients of aid to the permanler'ly and totally disabled
to help them attain self-support or self-care, including a description
of the steps taken to assure, in the provision of such services, maxi-
mum utilization of other agencies providing similar or related
services.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a), except that he shall not approve any
plan which imposes, as a condition of eligibility for aid to the perma-
nently and totally disabled under the plan-

(1) Any residence requirement which excludes any resident of
the State who has resided therein five years during the nine years
immediately preceding the application for aid to the permanently
and totally disabled and has resided therein continuously for one
year immediately preceding the application;

(2) Any citizenship requirement which excludes any citizen of
the United States.

At the option of the State, the plan may provide that manuals and
#other policy issuances will be furnished to persons without charge for
the reasonable cost of such materials, but such provision shall not be
required by the Secretary as a condition for the approval of such plan
under this title.

Payments to States

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

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following

* proportions of the total amounts expended during such quarter
as aid to the permanently and totally disabled under the State
plan (including expenditures for premiums under part B of title
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XVIII for individuals who are recipients of money payments un-
der such plan and other insurance premiums for medical or any@
other type of remedial care or the cost thereof)-

(A) 317 of such expenditures, not counting so much of
any expenditure with respect to any month as exceeds the
product of $37 multiplied by the total number of recipients of
aid to the permanently and totally disabled for such month
(which total number, for purposes of this subsection, means
(i) the number of individuals who received aid to the perma-
nently and totally disabled in the form of money payments
for such month, plus (ii) the number of other individuals
with respect to whom expenditures were made in such month
as aid to the permanently and totally disabled in the form of
medical or any other type of remedial care); plus

(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds the product of $75 mul-
tiplied by the total number of such recipients of aid to the
permanently and totally disabled for such month; and

(2) in the case of Puerto Rico, and Virgin Islands, and Guam, an
amount equal to one-half of the total of the sums expended durn
such quarter as aid to the permanently and totally disabled under thW
State plan (including expenditures for premiums under part B of title
XVIII for individuals who are recipients of money payments under
such plan and other insurance premiums for medical or any other type
of remedial care or the cost thereof), not counting so much of any
expenditure with respect to any month as exceeds $37.50 multiplied by
the total number of recipients of aid to the permanently and totally
disabled for such months; and

(3) in the case of any State whose State plan approved under section
1402 meets the requirements of subsection (c) (1), an amount equal to
the sum of the following proportions of the total amounts expended
during such quarter as found necessary by the Secretary of Health,
Education, and Welfare for the proper and efficient administration of
the State plan-

(A) 75 per centum of so much of such expenditures as are for-
(i) services which are prescribed pursuant to subsection

(c) (1) and are provided (in accordance with the next sen-
tence) to applicants for or recipients of aid to the permanently
and totally disabled to help them attain or retain capability
of self-support or self-care, or

(ii) other services, specified by the Secretary as likely
prevent or reduce dependency, so provided to such applicant
or recipients, or
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(iii) any of the services prescribed pursuant to subsection
(c) (1), and of the services specified as provided in clause
(ii), which the Secretary may specify as appropriate for in-
dividuals who, within such period or periods as the Secretary
may prescribe, have been or are likely to become applicants
for or recipients of aid to the permanently and totally dis-
abled, if such services are requested by such individuals and
are provided to such individuals in accordance with the next
sentence, or

(iv) the training (including both short- and long-term
training at educational institutions through grants to such
institutions or by direct financial assistance to students en-
rolled in such institutions) of personnel employed or prepar-
ing for employment by the State agency or by the local agency
administering the plan in the political subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services pro-
vided (in accoi dance with the next sentence) to applicants for
or recipients of aid to the permanently and totally disabled,
and to individuals requesting such services who (within such
period or periods as the Secretary may prescribe) have been
or are likely to become applicants for or recipients of such
aid; plus

(C) one-half of the remainder of such expenditures.
The services referred to in subparagraphs (A) and (B) shall,
except to the extent specified by the Secretary, include only-

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

(E) Under conditions which shall be prescribed by the
Secretary, services which in the judgment of the State agency
cannot be as economically or as effectively provided by the
staff of such State or local agency and are not otherwise
reasonably available to individuals in need of them, and

355



Sec. 1403(a)

which are provided, pursuant to agreement with the State
agency, by the State health authority or the State agency or
agencies administering or supervising the administration of
the State plan for vocational rehabilitation services approved
under the Vocational Rehabilitation Act or by any other State
agency which the Secretary may determine to be appropriate
(whether provided by its staff or by contract with public
(local) or nonprofit private agencies);

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

(4) in the case of any State whose State plan approved under
section 1402 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended
during such quarter as found necessary by the Secretary for the
proper and efficient administration of the State plan, including
services referred to in paragraph (3) and provided in accordance
with the provisions of such paragraph.

(b) The method of computing and paying such amounts shall be
as follows:

(1) The Secretary of Health, Education, and Welfare shall,
prior to the beginning of each quarter, estimate the amount to
be paid to the State for such quarter under the provisions of sub-
section (a), such estimate to be based on (A) a report filed by the
State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such subsection,
and stating the amount appropriated or made available by the
Stake and its political subdivisions for such expenditures in such
quarter, and if such amount is less than the State's proportionate
share of the total sum of such estimated expenditures, the source
or sources from which the difference is expected to be derived,
(B) records showing the number of permanently and totally dis-
abled individuals in the State, and (C) such other investigation
as the Secretary may find necessary.

(2) The Secretary of Health, Education, and Welfare shall
then certify to the Secretary of the Treasury the amount so esti-
mated by the Secretary of Health, Education, and Welfare, (A)
reduced or increased, as the case may be, by any sum by which
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* the Secretary of Health, Education, and Welfare finds that his
estimate for any prior quarter was greater or less than the amount
which should have been paid to the State under subsection (a)
for such quarter, aid (B) reduced by a suni equivalent to the
pro rata share to which the United States is equitably entitled,
as determined by the Secretary of Health, Education, and Wel-
fare, of the net amount recovered during a prior quarter by the
State or any political subdivision thercof with respect to aid to
the permanently and totally disabled furnished under the State
plan; except that such increases or reductions shall not be made
to the extent that such sums have been applied to make the amount
certified for any prior quarter greater or less than the amount
estimated by the Secretary of Health, Education, and Welfare for
such prior quarter: Provided, That any part of the amount re-
covered from the estate of a deceased recipient which is not in
excess of the amount expended by the State or any political sub-
division thereof for the funeral expenses of the deceased shall not
be considered as a basis for reduction under clause (B) of this
paragraph.

(3) The Secretary of the Treasury shall thereupon, through the
Fiscal Service of the Treasury Department, and prior to audit or

* settlement by the General Accounting Office, paid to the State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.

(c) (1) In order for a State to qualify for payments under para-
graph (3) of subsection (a), its State plan approved under section
1402 must provide that the State agency shall make available to appli-
cants for or recipients of aid to the permanently and totally disabled
at least those services to help them attain or retain capability for self-
support or self-care which are prescribed by the Secretary.

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

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

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

the Secretary shall notify such State agency that further payments
will not be made to the State under paragraph (3) of subsection (a)
until he is satisfied that there will no longer be any such failure to

* comply. Until the Secretary is so satisfied further payments with
respect to the administration of such State plan shall not be made
under paragraph (3) of subsection (a) but shall instead be made,
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subject to the other provisions of this title, under paragraph (4) of
such subsection.

Operation of State Plans

Sec. 1404. In the case of any State plan for aid to the permanently
and totally disabled which has been approved by the Secretary of
Health, Education, and Welfare, if the Secretary after reasonable
notice and opportunity for hearing to the State agency administering
or supervising the administcatioh of such plan, finds-

(1) that the plan has been so changed as to impose any resi-
dence or citizenship requirement prohibited by section 1402(b),
or that in the administration of the plan any such prohibited re-
quirement is imposed, with the knowledge of such State agency, in
a substantial number of cases; or

(2) that in the administration of the plan there is a failure to
comply substantially with any provision required by section 1402
(a) to be included in the plan;

the Secretary shall notify such State agency for further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected by
such failure) until he is satisfied that such prohibited requirement
is no longer so imposed and that there is no longer any such failure to
comply. Until he is so satisfied he shall make no further payments to
such State (or shall limit payments to categories under or parts of the
State plan not. affected by such failure).

Definition

Sec. 1405. For the purposes of this title, the term "aid to the per-
manently and totally disabled" means money payments to, or (if pro-
vided in or after the third month before the month in which the
recipient makes application for aid) medical care in behalf of, or any
type of remedial care recognized under State law in behalf of, needy
individuals eighteen years of age or older who are permanently and
totally disabled, but does not include any such payments to or care in
behalf of any individual who is an inmate of a public institution
(except as a patient in a medical institution) or any individual who
is a patient in an institution for tuberculosis or mental diseases. Such
term also includes payments which are not included within the mean-
ing of such term under the preceding sentence, but which would be
so included except that they are made on behalf of such a needy indi-
vidual to another individual who (as determined in accordance with
standards prescribed by the Secretary) is interested in or concerned
with the welfare of such needy individual, but only with respect to a
State whose State plan approved under section 1402 includes provision
for-
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(1) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such
inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to pro-
vide such aid through payments described in this sentence;

(2) making such payments only in cases in xvhich such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the perma-
nently and totally disabled to be paid (and in conjunction with
other income and resources), meet all the need of the individuals
with respect to whom such payments are made;

(3) undertaking and continuing special efforts to protect the
welfare of such individual and to improve, to the extent possible,
his capacity for self-care and to manage funds;

(4) periodic review by such State agency of the determination
under paragraph (1) to ascertain whether conditions justifying
such determination still exist, with provision for termination of
such payments if they do not and for seeking judicial appoint-
ment of a guardian or other legal representative, as described in
section 1111, if and when it appears that such action will best
serve the interests of such needy individual; and

(5) opportunity for a fair hearing before the State agency on
the determination referred to in paragraph (1) for any individ-
ual with respect to whom it is made.

At the option of a State (if its plan approved tinder this title so
provides), such term (i) need not include money payments to an
individual who has been absent from such State for a period in excess
of ninety consecutive days (regardless of whether he has maintained
his residence in such State during such period) until he has been
present in such State for thirty consecutive days in the case of such
an individual who has maintained his residence in such State during
such period or ninety consecutive days in the case of any other such
individual, and (ii) may include rent payments made directly to a
public housing agency on behalf of a recipient or a group or groups
of recipients of aid under such plan.

TITLE XV-UNEMPLOYMENT COMPENSATION FOR FED-
ERAL EMPLOYEES AND THE EX-SERVICEMEN'S UN-
EMPLOYMENT COMPENSATION PROGRAM

[P.L 89-554, 80 Stat. 378, approved September 6, 1966, repealed
title XV of the Social Security Act (68 Stat. 1130; 72 Stat. 1087),

* and codified the provisions thereof as chapter 85 of title 5 of the
United States Code.]
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Appropriation

Section 1601. For the purpose (a) of enabling each State, as far as
practicable under the conditions in such State, to furnish financial
assistance to needy individuals who are 65 years of age or over, are
blind, or are 18 years of age or over and permanently and totally
disabled, (b) of enabling each State, as far as practicable under the
conditions in such State, to furnish medical assistance on behalf of

* individuals who are 65 years of age or over and who are not recipients
of aid to the aged, blind, or disabled but whose income and resources
are insufficient to meet the costs of necessary medical services, and (c)
of encouraging each State, as far as practicable under the conditions
in such State, to furnish rehabilitation and other services to help
individuals referred to in clause (a) or (b) to attain or retain capa-
bility for self-support or self-care, there is hereby authorized to be
appropriated for each fiscal year a sum sufficient to carry out the pur-
poses of this title. The sums made available under this section shall
be used for making payments to States which have submitted, and
had approved by the Secretary of Health, Education, and Welfare,
State plans for aid to the aged, blind, or disabled, or for aid to the
aged, blind, or disabled and medical assistance for the aged.

State Plans for Aid to the Aged, Blind, or Disabled, or for Such
Aid and Medical Assistance for the Aged

Sec. 1602. (a) A State plan for aid to the aged, blind, or dis-
abled, or for aid to the aged, blind, or disabled and medical assistance
for the aged, must--

SP.L. 92-603, section 301. am ended title X V ! In Its entirety under the title "Supple-
mental Security Income for the Aged, Blind, and Disabled," effective January 1, 1974, but
pursuant to P.L 92-603, sec. 303(b), such amendment does not apply to Puerto Rico.
Guam, and the Virigin Islands. The amended title starts on page 377, this volume.

This table of contents does not appear in the law.
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(1) except to the extent permitted by the Secretary with re-
spect to services, provide that it shall be in effect in all political
subdivisions of the State, and if administered by them, be manda-
tory upon them;

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

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

(4) (A) provide for granting an opportunity for a fair hear-
ing before the State agency to any individual whose claim for aid
or assistance under the plan is denied or is not acted upon with
reasonable promptness, and (B) that if the State plan is admin-
istered in each of the political sulxlivisions of the State by a local
agency and such local agency provides a hearing at which evi-
dence may be. presented prior to a hearing before the State agency,
such local agency may put into effect immediately upon issuance
its decision upon the matter considered at such hearing;

(5) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods) as are found by the Secretary to be necessary for
the proper and efficient operation of the plan, and (B) for the
training and effective use of paid subprofessional staff, with par-
ticular emphasis on the full-time or part-time employment of
recipients and other persons of low income, as community serv-
ice aides, iiL the administration of the plan and for the use of
nonpaid or partially paid volunteers in a social service volunteer
program in providing services to applicants and recipients and in
assisting any advisory committees established by the State agency;

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

(7) provide safeguards which permit the use or disclosure of
information concerning applicants or recipients only (A) to pub-
lic officials who require such information in connection with their
official duties, or (B) to other persons for purposes directly con-
nected with the administration of the State plan;

(8) provide that all individuals wishing to make application
for aid or assistance under the plan shall have opportunity to
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do so, and that such aid or assistance shall be furnished with
reasonable promptness to all eligible individuals;

(9) provide, if the plan includes aid or assistance to or on be-
half of individuals in private or public institutions, for the estab-
lishment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for;

(10) provide a description of the services (if any) which the
State agency makes available (using whatever internal organiza-
tional arrangement it finds appropriate for this purpose) to ap-
plicants for or recipients of aid or assistance under the plan to
help them attain self-support or self-care, including a description
of the steps taken to assure, in the provision of such services, maxi-
mwn utilization of other agencies providing similar or related
services;

(11) provide that no aid or assistance will be furnished any
individual under the plan with respect to any period with respect
to which he is receiving assistance under the State plan approved
under title I or aid under the State plan approved under part A
of title IV or under title X or XIV;

(12) provirle that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the indi-
vidual may select;

(13) include reasonable standards, consistent with the objec-
tives of this title, for determining eligibility for and the extent
of aid or assistance under the plan;

(14) provide that the State agency shall, in determining need
for aid to the aged, blind, or disabled, take into consideration
any other income and resources of an individual claiming such
aid as well as any expenses reasonably attributable to the earn-
ing of any such income; except that, in making such determina-
tion with respect to any individual-

(A) if such individual is blind, the State agency (i) shall
disregard the first $85 per month of earned income plus one-
half of earned income in excess of $85 per month, and (ii)
shall, for a period not in excess of 12 months, and may, for
a period not in excess of 36 months, disregard such additional
amounts of other income and resources, in the case of any
such individual who has a plan for achieving self-support
approved by the State agency, as may be necessary for the
fulfillment of such plan,

(B) if such individual is not blind but is permanently and
totally disabled, (i) of the first $80 per month of earned
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income, the State agency may disregard not more than the
first $20 thereof plus one-half of the remainder, and (ii) the
State agency may, for a period not in excess of 36 months,
disregard such additional amounts of other income and re-
sources, in the case of any such individual who has a plan
for achieving self-support approved by the State agency,
as may be necessary for the fulfillment of such plan, but only
with respect to the part or parts of such period during sub-
stantially all of which he is actually undergoing vocational
rehabilitation,

(C) if such individual has attained age 65 and is neither
blind nor permanently and totally disabled, of the first $80
per month of earned income the State agency may disregard
not more than the first $20 thereof plus one-half of the
remainder, and

(D) the State agency may, before disregarding the
amounts referred to above in this paragraph (14), disregard
not more than $7.50 of any income;

(15) if the State plan includes medical assistance for the aged-
(A) provide for inclusion of some institutional and some

noninstitutional care and services;
(B) provide that no enrollment fee, premium, or similar

charge will be imposed as a condition of any individual's
eligibility for medical. assistance for the aged under the plan;

(C) provide for inclusion, to the extent required by regu-
lations prescribed by the Secretary, of provisions (conform-
ing to such regulaLions) with respect to the furnishing of
such assistance to individuals who are residents of the State
but are absent therefrom; and

(D) provide that no lien may be imposed against the
property of any individual prior to his death on account of
medical assistance for the aged paid or to be paid on his be-
half under the plan (except pursuant to the judgment of a
court on account of benefits incorrectly paid on behalf of
such individual), and that there shall be no adjustment or
recovery (except, after the death of such individual and his
surviving spouse, if any, from such individual's estate) of
any medical assistance for the aged correctly paid on behalf
of such individual under the plan;

(16) if the State plan includes aid or assistance to or in behalf
of individuals 65 years of age or older who are patients in institu-
tions for mental disease&-

(A) provide for having in effect such agreements or other
arrangements with State authorities concerned with mental
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diseases, and where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutions where needed for
individuals under alternate plans of care, and arrangements
providing for access to patients and facilities for furnishing
information, and for making reports;

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

(C) provide for the development of alternate plans of
care, making maximum utilization of available resources, for
recipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical
treatment and other aid or assistance; for services referred
to in section 1603(a) (4) (A) (i) and (ii) which are appro-
priate for such recipients and for such patients; and for
methods of administration necessary to assure that the re-
sponsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients; and

(17) if the State plan includes aid or assistance to or in behalf
of individuals 65 years of age or older who are patients in public
institutions for mental diseases, show that the State is making
satisfactory progress toward developing and implementing a
comprehensive mental health program, including provision for
utilization of community mental health centers, nursing homes,
and other alternatives to care in public institutions for mental
diseases;

Notwithstanding paragraph (3), if on January 1, 1962, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X was different from
the State agency which administered or supervised the administration

* of the plan of such State approved under title I and the State agency
which administered or supervised the administration of the plan
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of such State approved under title XIV, the State agency which
administered or supervised the administration of such plan approved
under title X may be designated to administer or supervise the admin-
istration of the portion of the State plan for aid to the aged, blind,
or disabled (or for aid to the aged, blind, or disabled and medical
assistance for the aged) which relates to blind individuals and a
separate State agency may be established or designated to administer
or supervise the administration of the rest of such plan; and in such
case the part of the plan which each such agency administers, or the
administration of which each such agency supervises, shall be regarded
as a separate plan for purposes of this title.

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a). except that he shall not approve any
plan which imposes, as a condition of eligibility for aid or assistance
under the plan-

(1) an age requireneut of more than sixty-five years; or
(2) any residence requirement which (A) in tie case of appli-

cants for aid to the aged. blind. or disabled excludes any resident
of the State who has resided therein five years during the nine
years immediately preceding the application for such aid and has
resided therein continuously for one year immediately preceding
the application, and (B) in the case of applicants for medical
assistance for the aged, excludes any individual who resides in
the State; or

(3) any citizenship requirement which excludes any citizen of
the Unzfited States.

At the option of the State. the plan may provide that manuals and
other policy issuances will be furnished to persons without charge for
the reasonable cost of such materials. but such provision shall not be
required by the Secretary as a condition for the approval of such plan
under this title. In the case of any State to which the provisions of
section 3-14 of the Social Security Act Amendments of 1950 were
applicable on January 1, 1962, and to which the sentence of section
1002(b) folloiN ing paragraph (2) thereof is applicable on the date on
which its State plan for aid to the aged, blind or disabled (or for aid
to the aged, blind, or disabled and medical assistance for the aged)
was submitted for approval under this title, the Secretary shall ap-
prove the plan cf such State for aid to the aged, blind, or disabled.
(or for aid to the aged, blind, or disabled and medical assistance for
the aged) for purposes of this title, even though it does not meet the
requirements of paragraph (14) of subsection (a) if it meets all other
requirements of this title for an approved plan for aid to the aged,
blind, or disabled (or for aid to the aged, blind, or disabled and ined-
ical assistance for the aged); but payments under section 1603 shall
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be made, in the case of any such plan, only with respect to expendi-
tures thereunder which would be included as expenditures for the
purposes of section 1603 under a plan approved under this section
without regard to the provisions of this sentence.

(c) Subject to the last sentence of subsection (a), nothing in this
title shall be construed to permit a State to have in effect with respect
to any period more that one State plan approved under this title.

Payments to States

Sec. 1603. (a) From the sums appropriated therefor, the Sec-
retary shall pay to each State which hias a plan approved under this
title, for each quarter, beginning with the quarter commencing October
I, 1962-

(1) in the case of any State other than Puerto Rico, the Virgin
Islands, and Guam, an amount equal to the sum of the following
proportions of the total amounts expended during each month of
such quam ters to the aged, blind, or disabled under the State plan
includingg expenditures for premitms under Part B of title
XVI1I for individuals who are recipients of money payments
under such plan and other insurance premiums for medical or
any other type of remedial care or the cost thereof)-

(A) • of such expenditures, not counting so much of

any expenditure with respect to such month as exceeds the
product of $37 multiplied by the total number of recipients of
such aid for such month (which total number, for purposes
of this subsection zieans (i) the number of individuals who
received such aid in the formn of money payments for such
mimouth, plus (ii) the number of other individuals with re-
spect to whom expenditures were made in such month as aid
to the aged, blind, or disabled in the form of medical or any
other type of remedial care) ; plus

(B) the larger of the following:
(i) (I) the Federal percentage (as defined in section

1101 (a) (8)) of the amount by which such expenditures
exceed the amount which may be counted under clause
(A), not counting so much of such excess with respect
to such month as exceeds the product of $38 multiplied
by the total num"bcr of recipients of aid to the aged, blind,
or disabled for such month, plus (II) 15 per centum of
the total expended during such month as aid to the aged,
blind, or disabled under the State plan in the form of
medical or any other type of remedial care, not counting
so much of such expenditure with respect to such month
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as exceeds the product of $15 multiplied by the total
number of recipients of aid to the aged, blind, or disabled
for such month, or

(ii) (I) the Federal medical percentage (as defined
in section 6(c)) of the amount by which such expendi-
tures exceed the maximum which may be counted under
clause (A), not counting so much of any expenditure
with respect to such nionth as exceeds (a) the product of
$52 multiplied by the total number of such recipients of
aid to the aged, blind, or disabled for such month, or (b)
if smaller, the total expended as aid to the aged, blind, or
disabled in the form of medical or any other type of
remedial care with respect to such month plus the prod-
uct of $37 multiplied by such total number of such re-
cipients plus (II) the Federal percentage of the amount
by which the total expended during such month as aid to
the aged, blind, or disabled under the State plan exceeds
the amount which may be counted under clause (A) and
the preceding provisions of this clause (B) (ii), not
counting so much of such excess with respect to such
month as exceeds the product of $38 multiplied by the
total number of such recipients of aid to the aged, blind,
or disabled for such month;

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

(A) one-half of the total of the sums expended during such
quarter as aid to the aged, blind, or disabled under the State
plan (including expenditures for premiums under part B of
title XVIII for individuals who are recipients of inoney pay-
ments under such plan and other insurance premiums for
medical or any other type of remedial care or the cost there-
of), not counting so much of any expenditure with respect to
any month as exceeds $37.50 multiplied by the total number
of recipients of aid to the aged, blind, or disabled for such
month; plus

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

(3) in the case of any State, an amount equal to the Federal
medical percentage (as defined in section 61(c)) of the total
amounts expended during such quarter as medical assistance for
the aged under the State plan (including expenditures for in-
surance premiums for medical or any other type of remedial care
or the cost thereof) ; and

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

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

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

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

(iii) any of the services prescribed pursuant tG sub-
section (c) (1), and of the services specified as provided
in clause (ii), which the Secretary may specify as ap-
propriate for individuals who, within such period or pe-
riods as the Secretary may l)rescribe, have been or are
likely to become applicants for or recipients of aid or
assistance under the plan if such services are requested
by such individuals and are provided to such individuals
in accordance with the next sentence, or

(iv) the training (inchding both short- and long-term
training at educational institutions through grants to
such institutions or by direct financial assistance to stu-
dents enrolled in such institutions) of personnel employed
or preparing for employment by the State agency or by
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the local agency administering the plan in the political
subdivision; plus

(B) one-half of so much of such expenditures (not in-
cluded under subparagraph (A)) as are for services pro-
vided (in accordance with the next sentence) to applicants
for or recipients of aid or assistance under the plan, and to
individuals requesting such services who (within such pe-
riod or periods as the Secretary may prescribe) have been or
are likely to become applicants for or recipients of such aid
or assistance;

(C) one-half of the remainder of such expenditures. The
services referred to in sublparagraphs (A) and (B) shall,
except to the extent specified by the Secretary, include only-

(I)) services provided Ly the staff of the State agency, or
of the local agency (ladilillistering the State plan iin the l)olit-
ical subdlivision" f','oriald, That no funds autlorized tinder
this title sliall be available for services (leflied as vocational
rehabilitation services tinder the Vocational Rehabilitation
Act (i) which are available to individuals in nued of them
under programs for thwir relialilitation carried on under a
State 1)l:01 ap)lrovied under such Act, or (it) which the State
,igencl(y or1 agencies adiministering or supervising the a(lminis-
tration of the State plan approved under such Act are able
and willing to provide if reimbursed for the cost thereof pur-
suant to agreement under subl)aragraph (E), if provided by
such staff, and

(E) under conditions which slall be prescribed by the
Secretary, services which in the jiu(lgment of the State agency
cannot be as economically or as effectively provided by the
stair of such State or local agenlcy a"l are not otherwise
reasonably available to individuals in need of thwm, and
which are p)rovided. pltlrslant to agreri(,ml-t with the State
agency, b)v the State licalffh antol'orit v or tie State agency or
"agencies administering or )upcrvising the wli1iini.-itration of
the State plan for vocational rehabilitation services approved
under the Vocatiomial Relabilitation Act or iby any other State
agency which the Secretary may determinee to be appropriate
(whether provided by its stalf or by contract with public
(local) or omnlprolit private agencies)

except that services described in clause (ii) of subpatragraph (D)
hereof may be provided only pursuant to agreement, with such
State agency or agencies a(lniniistering or supervising the admin-
istration of the State plan for vocational rehabilitation services
so approved. The portion of the amount expended for administra-
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tion of the State plan to which subparagraph (A) applies and the
portion thereof to which subparagrapls (B) and (C) apply shall
be determined in accordance with such methods and procedures as
may be permitted by the Secretary; and

(5) in the case of any State whose State plan approved under
section 1602 does not meet the requirements of subsection (c) (1),
an amount equal to one-half of the total of the sums expended dur-
ing such quarter as found necessary by the Secretary for the
proper and ellicient administration of the State plan, including
services referred to in paragraph (4) and provided in accordance
with the provisions of .-Arch paragraplh.

(b) (1) Prior to the beginning of each quarter, the Secretary shall
estimate the amount to which a State will be entitled under subsection
(a) for such quarter, such estimates to be based on (A) a report filed
by the State containing its estimate of the total sum to be expended in
such quarter in accordance with the provisions of such subsection, and
stating the amount appropriated or mnadle available by the State and
its political subdivisions for such expenditures in such quarter, and
if such amount is less than the State's lproportionate share of the total
sum of such estimated expenditures, the source or sources from which
the difference is expected to be derived, and (B) such other investiga-
tion as the Secretary may find necessary.

* (2) The Secretary shall then pay, in such installmernts as he may
determine, to the State the amount so estimated, reduced or increased
to the extent of any overpayment or underpayment which the Sec-
retary determines was made under this section to such State for any
prior quarter and with respect to which adjustment has not already
been made under this subsection.

(3) The pro rata share to which the United States is equitably
entitled, as determined by the Secretary, of the net amount recovered
during any quarter by the State or any political subdivision thereof
with respect to aid or assistance furnished under the State plan, but
excluding any amount of such aid or assistance recovered from the
estate of a deceased recipient which is niot in excess of the amount
expended by the State or any political subdivision thereof for the
funeral expenses of the deceased, shall be considered an overpayment
to be adjusted under this subsection.

(4) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

(c) (1) In order for a State to qualify for payments under para-
graph (4) of subsection (a), its State plan approved under section

* 1602 must provide that the State agency shall make available to
applicants for or recipients of aid to the aged, blind, or disabled under
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such State plan at least those services to help them attain or retain
capability for self-support or self-care which are prescribed by the
Secretary.

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

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

(B) in the administration of the plan there is a failure to
comply substantially with such provision,

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

(d) Notwithstanding the preceding provisions of this section, the
amount determined under such provisions for any State for any
quarter which is attributable to expenditures with respect to indi-
viduals 65 years of age or older who are patients in institutions for
mental diseases shall be paid only to the extent that the State makes
a showing satisfactory to the Secretary that total expenditures in the
State from Federal, State, and local sources for mental health serv-
ices (including payments to or in behalf of individuals with mental
health problems) under State and local public health aid public
welfare programs for such quarter exceed the average of the total
expenditures in the State from such sources for such services under
such programs for each quarter of the fiscal year ending June 30,
1965. For purposes of this subsection. expenditures for such services
for each quarter in the fiscal year ending June 30. 1965. in the case
of any State shall be determined on the basis of the latest data. satis-
factory to the Secretary. available to him at the time of the first
determination by him under this subsection for such State; and ex-
penditures for such services for any quarter beginning after Decem-
ber 31, 1965. in the case of any State shall be determined on the basis
of the latest data, satisfactory to the Secretary, available to him at
the time of thd determination under this subsection for such State
for such quarter; and determinations so made shall be conclusive for
purposes of this subsection.
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a Operation of State Plans
Sec. 1604. If the Secretary, after reasonable notice and opportunity

for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds--

(1) that the plan has been so changed that it no longer com-
plies with the provisions of section 1602; or

(2) that in the administration of the plan there is a failure to
comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until lie is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Definitions

See. 1605. (a) For purposes of this title, the term "aid to the
aged, blind, or disabled" means money payments to, or (if provided
in or after the third month before the month in which the recipient

* makes application for aid) medical care in behalf of or any type of
remedial care recognized under State law in behalf of, needy individ-
uals who are 65 years of age or older, are blind, or are 18 years of age
or over and permanently and totally disabled, but such term does not
include-

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

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

Such term also includes payments which are not included within the
meaning of such term under the preceding sentelice, but which would
be so included except that they are made on behalf of such a needy
individual to another individual who (as determined in accordance
with standards prescribed by the Secretary) is interested in or con-
cerned with the welfare of such needy individual, but only with re-
spect to a State whose State plan approved under section 1602 includes
provision for-

(A) determination by the State agency that such needy indi-
vidual has, by reason of his physical or mental condition, such

* inability to manage funds that making payments to him would
be contrary to his welfare and, therefore, it is necessary to provide
such aid through payments described in this sentence;
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(B) making such payments only in cases in which such pay-
ments will, under the rules otherwise applicable under the State
plan for determining need and the amount of aid to the aged,
blind, or disailJed to be paid (and in conjuntion with other in-
come and resources), meet all the need of the individuals with
respect to whoin such payments are made:

(C) undertaking and continuing special efforts to protect the
welfare of such individual and to improve. to the extent possible,
his capacity for i.elf- care and to inanage funds;

(I)) periodic reiew by such State agency of the determination
mnder clause (A) to ascertain whether conditions justify such de-
termination still exist, with provision for termination of such
payments if they do not and for seeking judicial appointment of
a guardian or other legal representative, as described in section
1111, if and when it appears that such action will besE' zerve the
interests of such needy individual: and

(E) opportunity for a fair hearing before the State agency on
the determination referred to in clause (A) for any individual
with respect to whom it is made.

At the option of a State (if its plan approved under this title so pro-
vides), such term (i) need not include money payments to an individ-
ual who has been absent from such State for a period in excess of ninety
consecutive days (regardless of whether he has maintained his resi-
dence in such State during such, period) until lie has been present in
such State for thirty consecutive days in the case of such an individual
who has maintained his residence in such State during such period or
ninety consecutive days in the case of any other such individual, and
(ii) may include rent payments made directly to a public housing
agency on behalf of a recipient or a group or groups of recipients of
aid under such plan.

(b) For purposes of this title, the term "medical assistance for the
aged" means payment of part or all of the cost of the following care
and services (if provided in or after the third month before the month
in which the recipient makes application for assistance) for individ-
uals who are sixty-five years of age or older and who are not recipients
of aid to the aged, blind, or disabled (except, for any month, for recipi-
ents of aid to the aged, blind, or disabled who are admitted to or dis-
charged from a medical institution during such month) but whose
income and resources are insufficient to meet all of such cost-

(1) inpatient hospital services;
(2) skilled nursing-home services;
(3) physicians' services;
(4) outpatient hospital or clinic services;
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(5) home health care services;
(6) private duty nursing services;
(7) physical therapy and related services;
(8) dental services;
(9) laboratory and X-ray services;
(10) prescribed drugs, eyeglasses, dentures, and prosthetic de-

vices;
(11) diagnostic, screening, and preventive services; and
(12) any other medical care or remedial care recognized under

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

Section 1602. Every aged, blind, or disabled individual who is deter-
mined under part A to be eligible on the basis of his income and
resources shall, in accordance with and subject to the provisions of
this title, be paid benefits by the Secretary of Health, Education, and
Welfare.

Part A-Determination of Benefits

Eligibility for and Amount of Benefits
Definition of Eligible Individual

Sec. 1611. (a) (1) Each aged, blind, or disabled individual who does
not have an eligible spouse and-

(A) whose income, other than income excluded pursuant to
section 1612 (b), is at a rate of not more than $1,752 (or, if greater,
the amount determined under section 1617)1 for the calendar year
1974 or any calendar year thereafter, and

(B) whose resources, other than resources excluded pursuant
to section 1613(a), are not more than (i) in case such individual
has a spouse with whom he is living, $2,250, or (ii) in case such
individual has no spouse with whom he is living, $1,500,

shall be an eligible individual for purposes of this title.
(2) Each aged, blind, or disabled individual who has an eligible

spouse and-
(A) whose income (together with the income of such spouse),

other than income excluded pursuant to section 1612(b), is at a
rate of not more than $2,628 (or, if greater, the itmount deter-
mined under section 1617)' for the calendar year 1974, or any
calendar year th.-reafter, and

(B) whose resources (together with the resources of such
spouse), other than resources excluded pursuant to section 1613
(a), are not more than $2,250,

shall be an eligible individual for purposes of this title.

Amounts of Benefits
(b) (1) The benefit under this title for an individual vho does not

have an eligible spouse shall be payable at the rate of $1,752 (or, if
greater, the amount determined under section 1617)1 for the calendar
year 1974 and any calendar year thereafter, reduced by the amount
of income, not excluded pursuant to section 1612(b), of such
individual.

(2) The benefit under this title for an individual who has an
eligible spouse shall be payable at the rate of $2,628 (or, if greater, the
amount determined under section 1617)1 for the calendar year 1974 and

SSee Appendix I.
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any calendar year thereafter, reduced by the amount of income, not
excluded pursuant to section 1612(b), of such individual and spouse.

Period for Determination of Benefits

(c) (1) An individual's eligibility for benefits under this title and
the amount of such benefits shall be determined for each quarter of a
calendar year except that, if the initial application for benefits is fiMed
in the second or third month of a calendar quarter, such determina-
tions shall be made for each month in such quarter. Eligibility for and
the amount of such benefits for any quarter shall be redetermined at
such time or times as may be provided by the Secretary.

(2) For purposes of this subsection an application shall be con-
sidered to be effective as of the first day of the month in which it was
actually filed.

Special Limits on Gross Income

(d) The Secretary may prescribe the circumstances under which,
consistently wiih the purposes of this title, the gross income from a
trade or business (including farming) will be considered sufficiently
large to make an individual ineligible for benefits under this title. For
purposes of this subsection, the term "gross income" has the same
meaning as when used in chapter 1 of the Internal Revenue Code of
1954.

Limitation on Eligibility of Certain Individuals

(e) (1) (A) Except as provided in subparagraph (B) and (C), no
person shall be an eligible individual or eligible spouse for purposes
of this title with respect to any month if throughout such month he is
an inmate of a public institution?

(B) In any case where an eligible individual or his eligible spouse
(if any) is, throughout any month, in a hospital, extended care
facility, nursing home, or intermediate care facility receiving pay-
ments (with respect to such individual or spouse) under a State plan
approved under title XIX, the benefit under this title for such indi-
vidual for such month shall be payable-

(i) at a rate not in excess of $300 per year (reduced by the
amount of any income not excluded pursuant to section 1612(b))
in the case of an individual who does not have an eligible spouse;

SSubparagraph (A) was anended by section 505(a) of P.L. 94-" 66.
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(ii) in the case of =n individual who has an eligible spouse, if
only one of them is in such a hospital, home or facility through-
out such month, at a rate not in excess of the sum of-

(I) the rate of $300 per year (reduced by the amount of
any income, not excluded pursuant to section 1612(b), of the
one who is in such hospital, home, or facility), and

(II) the applicable rate specified in subsection (b) (1)
(reduced by the amount of any income, not excluded pur-
suant to section 1612(b), of the other) ; and I

(iii) at a rate not in excess of $600 per year (reduced by the
amount of any income not excluded pursuant to section 1612(b))
in the case of an individual who has an eligible spouse, if both of
them are in such a hospital, home, or facility throughout such
month.

(C) As used in subparagraph (A), the term "public institution"
does not include a publicly operated community residence which serves
no more than 16 residents.2

(2) No person shall be an eligible individual or eligible spouse for
purposes of this title if, after notice to such person by the Secre-
tary that it is likely that such person is eligible for any payments of
the type enumerated in section 1612(a) (2) (B), such person fails
within 30 days to take all appropriate steps to apply for and (if
eligible) obtain any such payments.

(3) (A) No person who is an aged, blind, or disabled individual
solely by reason of disability (as determined under section 1614(a)
(3)) shall be an eligible individual or eligible spouse for purposes of
this title with respect to any month if such individual is medically
determined to 1- a drug addict or an alcoholic unless such individual
is undergoing any treatment that may be appropriate for his condition
as a drug addict or alcoholic (as the case may be) at an institution
or facility approved for purposes of this paragraph by the Secretary
(so long as such treatment is available) and demonstrates that he is
complying with the terms, conditions, and requirements of such treat-
ment and with requirements imposed by the Secretary under subpara-
graph (B).

(B) The Secretary shall provide for the monitoring and testing
of all individuals who are receiving benefits under this title and who
as a condition of such benefits are required to be undergoing treat-
ment and complying with the terns, conditions, and requirements
thereof as described ih subparagraph (A), in order to assure such
compliance and to determine the extent to which the imposition of
such requirement is contributing to the achievement of the purposes

SClause (11) was amended by section 502 of P.L. 94-566.
2 Subparagraph (C) was added by section 505(a) of P.L. 94-566.
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if this title. The Secretary shall annually submit to the Congress a
full and complete report on his activities under this paragraph.

Suspension of Payments to Individuals Who Are Outside the United States

(f) Notwithstanding any other provision of this title, no indi-
vidual shall be considered an eligible individual for purposes of this
title for any month during all of which such individual is outside the
United States (and no person shall be considered the eligible spouse
of an individual for purposes of this title with respect to any month
during all of which such person is outside the United States). For
purposes of the preceding sentence, after an individual has been outside
the United States for any period of 30 consecutive days, he shall be
treated as remaining outside the United States until he has been in
the United States for a period of 30 consecutive days.

Certain Individuals Deemed To Meet Resources Test

(g) In the case of any individual or any individual and his spouse
(as the case may be) who--

(1) received aid or assistance for December 1973 under a plan
of a State approved under title I, X, XIV, or XVI,

(2) has, since December 31. 1973, continuously resided in the
State under the plan of which he or they received such aid or
assistance for December 1973, and

(3) has, since December 31, 1973, continuously been (except for
periods not in excess of six consecutive months) an eligible
individual or eligible spouse with respect to whom supplemental
security income benefits are payable,

the resources of such individual or such individual and his spouse (as
the case may be) shall be deemed not to exceed the amount specified in
section 1611(a) (1) (B) and 1611(a) (2) (B) during any period that
the resources of such individual or individuals and his spouse (as the
case may be) does not exceed the maximum amount of resources speci-
fied in the State plan, as in effect for October 1972, under which he or
they received such aid or assistance for December 1973.

Certain Individuals Deemed To Meet Income Test

(h) In determining eligibility for, and the amount of, benefits
payable under this section in the case of any individual or any indi-
vidual and his spouse (as the case may be) who-

(1) received aid or a&s*stance for December 1973 under a plan
of a State approved under title X or XVI,

(2) is blind under the definition of that term in the plan, as
in effect for October 1972, under which he or they received such
aid or assistance for December 1973,
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(3) has, since December 31, 1973, continuously resided in .the
State under the plan of which he or they received such aid or
assistance for December 1973, and

(4) has, since December 31, 1973, continuously been (except
for periods not in excess of six consecutive months) an eligible
individual or an eligible spouse with respect to whom supple-
mental security income benefits are payable,

there shall be disregarded an amount equal to the greater of (A) the
maximum amount of any earned or unearned income which could have
been disregarded under the State plan, as in effect for October 1972,
under which he or they received such aid or assistance for December
1973, and (B) the amount which would be required to be disregarded
under section 1612 without application of this subsection.

Income

Meaning of Income

Sec. 1612. (a) For purposes of this title, income means both earned
income and unearned income; and-

(1) earned income means only-
(A) wages as determined under section 203(f) (5) (C) ; and
(B) net earnings from self-employment, as defined in sec-

tion 211 (without the application of the second and third
sentences following subsection (a) (10), and the last para-
graph of subsection (a)), including earnings for services
described in paragraphs (4), (5), and (6) of subsection (c);
and

(2) unearned income means all other income, including--
(A) support and maintenance furnished in cash or kind:

except that (i) in the case of any individual (and his eligible
spouse, if any) living in another person's household and
receiving support a-d maintenance in kind from such person,
the dollar amounts otherwise applicable to such individual
(and spouse) as specified in subsections (a) and (b) of sec-
tion 1611 shal! be reduced by 3311 percent in lieu of including
such support and maintenance in the unearned income of
such individual (and .spouse) as otherwise required by this
subparagraph, (ii) in the case of any individual or his
eligible spouse who resides in a nonprofit retirement home or
similar nonprofit institution, support and maintenance shall
not be included to the extent that it is furnished to such in-
dividual or such spouse without such institution receiving
payment therefor (unless such institution has expressly
undertaken an obligation to furnish full support and main-
tenance to such individual or spouse without any current or
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future payment therefor) or payment therefor is made by
another nonprofit organization, and (iii) support and
maintenance shall not be included and the provisions of
clause (i) shall not be applicable in the case of any indi-
vidual (and his eligible spouse, if any) for the period which
begins with the month in which such individual (or such
individual and his eligible spouse) began to receive sup-
port and maintenance while living in a residential facility
(including a private household) maintained by another
person and ends with the close of the month in which such
individual (or such individual and his eligible spouse)
ceases to receive support and maintenance while living in
such a residential facility (or, if earlier, with the close of
the seventeenth month following the month in which such
period began), if, not more than 30 days prior to the date
on which such individual (or such individual and his eligi-
ble spouse) began to receive support and maintenance while
living in such a residential facility, (I) such individual (or
such individual and his eligible spouse) were residing in a
household maintained by such individual (or by such indi-
vidual and others) as his or their own home, (II) there
occurred within the area in which such household is located
(and while such individual, or such individual and his
spouse, were residing in the household referred to in sub-
clause (I)) a catastrophe on account of which the President
declared a major disaster to exist therein for purposes of
the Disaster Relief Act of 1974, and (III) such individual
declares that he (or he and his eligible spouse) ceased to
continue living in the household referred to in subclause
(II) because of such catastrophe; 1

(B) any payments received as an annuity, pension, retire-
ment, or disability benefit, including veterans' compensation
and pensions, workmen's compensation payments, old-age,'
survivors, and disability insurance benefits, railroad retire-
ment annuities and pensions, and unemployment insurance
benefits;

(C) prizes and awards;
(D) the proceeds of any life insurance policy to the extent

that they exceed the amount expended by the beneficiary for
purposes of the insured individual's last illness and burial
or $1,500, whichever is less:

I Clause (lii) was added by section 4 of P.L. 94-331 and amended by section 2125 of
P.L. 94-455. It is effective only in the case of catastrophes which occur on or after June 1,
1976. See excerpt from P.L. 94-331 on page 777.
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(E) gifts (cash or otherwise), support and alimony pay-
ments, and inheritances; and

(F) rents, dividends, interest, and royalties.

Exclusions From Income'
(b) In determining the income of an individual (and his eligible

spouse) there shall be excluded-
(1) subject to limitations (as to amount or otherwise) pre-

scribed by the Secretary, if such individual is a child who is, as
determined by the Secretary, a student regularly attending a
school, college, or university, or a course of vocational or technical
training designed to prepare him for gainful employment, the
earned income of such individual;

(2) (A) the first $240 per year (or proportionately smaller
amounts for shorter periods) of income (whether earned or un-
earned) other than income which is paid on the basis of the need
of the eligible individual;

(B) Monthly (or other periodic) payments received by any in-
dividual, under a program established prior to July 1, 1973, if such
payments are made by the State of which the individual receiving
such payments is a resident, and if eligibility of any individual
for such payments is not based on need and is based solely on at-
tainment of age 65 and duration of residence in such State by such
individual.2

(3) (A) the total unearned incomp of such individual (and
such spouse, if any) in a calendar quarter which, as determined in
accordance with criteria prescribed by the Secretary, is received
too infrequently or irregularly to be included, if such income so
received does not exceed S60 in such quarter, and (B) the total
earned income of such individual (and such spouse, if any) in a
calendar quarter which, as determined in accordance with such
criteria, is received too infrequently or irregularly to be included.
if such income so received does not exceed $30 in such quarter;

(4) (A) if such individual (or such spouse) is blind (and has
not attained age 65, or received benefits under this title (or aid
under a State plan approved under section 1002 or 160"2) for the
month before the month in which he attained age 65), (i) the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof,
(ii) an amount equal to any expenses reasonably attributable to
the earning of any income, and (iii) such additional amounts of

I In addition to the exclusions specified here, see section 2(h) of the Housing Author-
ization Act of 1976 which appears in this document on page 778.2Subparagraph (B) added by section 9 of Public Law 94--202. The capitalization of
the first word is a technical error.
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other income, where such individual has a plan for achieving
self-bupport approved by the Secretary, as may be necessary for
the fulfillment of such plan,

(B) if such individual (or such spouse) is disabled but not
blind (and has not attained age 65, or received benefits un-ier this
title (or aid under a State plan approved under section 1402 or
1602) for the month before the month in which he attained age
65), (i) the first $780 per year (or proportionately smaller
amounts for shorter periods) of earned income not excluded by
the preceding paragraphs of this subsection, plus one-half of the
remainder.thereof, and (ii) such additional amounts of other in-
conic, where such individual has a plan for achieving self-support
approved by the Secretary, as may be necessary for the fulfillment
of such plan, or

(C) if such individual (or such spouse) has attained age 65
and is not included under subparagraph (A) or (B), the first
$780 per year (or proportionately smaller amounts for shorter
periods) of earned income not excluded by the preceding para-
graphs of this subsection, plus one-half of the remainder thereof;

(5) any amount received from any public agency as a return
or refund of taxes paid on real property or on food purchased
by such individual (or such spouse) ;

* (6) assistance, furnished to or on behalf of such individual
(and spouse), which is based on need and furnished by any State
or political subdivision of a State;

(7) any portion of any grant, scholarship, or fellowship
received for use in paying the cost of tuition and fees at any edu-
cational (including technical or vocational education) institution;

(8) home produce of such individual (or spouse) utilized by the
household for its own consumption;

(9) if such individual is a child one-third of any payment for
his support received from an absent parent;

(10) any amounts received for the foster care of a child who
is not an eligible individual but who is living in the same home
as such individual and was placed in such home by a public or
nonprofit private child-placement or child-care agency;

(11) assistance received under the Disaster Relief Act of 1974
or other assistance provided pursuant to a Federal statute on
account of a catastrophe which is declared to be a major disaster
by the President; and 2

(12) interest income received on assistance funds referred to
in paragraph (11) within the 9-month period beginning on the. 1 Paragraph (6) was amended by section 505(b) of P.L. 94-566.

2Paragraph (11) was added by section 2 of PI. 94-331 and is effective only in the case
of catastrophies taking place after June 1. 1976. See excerpt from P.L. 94-331 on page 777.
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date such funds are received (or such longer periods as the Sec- ,
retary shall by regulations prescribe in cases where good cause
is shown by the individual concerned for extending such period).'

Resources

Exclusions From Resources

Sec. 1613. (a) In determining the resources of an individual (and
his eligible spouse, if any) there shall be excluded-

(1) the home (including the land that appertains thereto) ;2
(2) household goods, personal effects, and an automobile, to

the extent that their total value does not exceed such amount as
the Secretary determines to be reasonable;

(3) other property which, as determined in accordance with
and subject to limitations prescribed by the Secretary, is so essen-
tial to the means of self-support of such individual (and such
spouse) as to warrant its exclusion;

(4) such resources of an individual who is blind or disabled
and who has a plmn for achieving self-support approved by the
Secretary, as may be ji 'cessary for the fulfillment of such plan;

(5) in the case of Natives o0 Alaska, shares of stock held in a
Regional or a Village Corporatioin, during the period of twenty
yeais in which such stock is inalienable, as provided in section
7(h) and section 8(c) of the Alaska Native Claims Settlement
Act; and

(6) assistance referred to in section 1612(b)(11) for the
9-month period beginning on the date such funds are received
(or for such longer period as the Secretary shall by regulations
prescribe in cases where good cause is shown by the individual
concerned for extending such period) ; and, for purpose.s of this
paragraph, the term "assistance" includes interest thereon which
is excluded from income under section 1612(b) (12).-

In determining the resources of an individual (or eligible spouse) an
insurance policy shall be taken into account only to the extent of its
cash surrender value; except that if the total face value of all life
insurance policies on any person is $1,500 or less, no part of the value
of any such policy shall be taken into account.

Disposition of Resources

(b) The Secretary shall prescribe the period or periods of time
within which, and the manner in which, various kinds of property
must be disposed of in order not to be included in determining an indi-
vidual's eligibility for benefits. Any portion of the individual's bene-

I Paragraph (12) was added by see. 8(a) of P.L. 95-171. 0
'Paragraph (1) was amended by section 5 of P.L 94-569.
a Paragraph (6) was added by Fec. 9(a) of P.L. 95-171.
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fits paid for any such period shall be conditioned upon such disposal;
* and any benefits so paid shall (at the time of the disposal) be con-

sidered overpayments to the extent they would not have been paid
had the disposal occurred at the beginning of the period for which
such benefits were paid.

Meaning of Terms

Aged, Blind, or Disabled Individual

Sec. 1614. (a) (1) For purposes of this title, the term "aged, blind,
or disabled individual" means an individual who-
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(A) is 65 years of age or older, is blind (as determined under
* paragraph (2)), or is disabled (as determined under paragraph

(3)), and
(B) is a resident of the United States, and is either (i) a

citizen or (ii) an alien lawfully admitted for permanent residence
or otherwise permanently residing in the United States under
color of law (including any alien who is lawfully present in the
United States as a result of the application of the provisions of
section 203(a) (7) or section 212(d) (5) of the Immigration and
Nationality Act).

(2) An individual shall be considered to be blind for purpose
of this title it lie has central visual acuity of 20/200 or less in the
better e. e w:di the use of a correcting lens. An eye which is accomn-
panied by a limitation in the fields of vision such that the widest diamn-
eter of the visual field subtends an angle no greater than 20 degrees
shall be c-nsidered for purposes of the first sentence of this sub-
section as having a central visual acuity of 20/200 or less. An individ-
ual shall also be considered to be blind for purposes of this title if
he is blind as defined under a State plan approved under title X or
XVI as in effect for October 1972 and received aid under such plan
(on the basis of blindness) for December 1973, so long as he is con-
tinuously blind as so defined.

* (3) (A) An individual shsf Lv considered to be disabled for pur-
poses of this title if lie is unable to engage in any substantial gainful
activity by reason of any medically determinable physical or mental
impairment which can be expected to result in death or which has
lasted or can be expected to last for a continuous period of not less
than twelve months (or, in the case of a child under the age of 18,
if lie suffers from any medically determinable physical or mental
impairment of comparable severity).

(B) For purposes of subparagraph (A), an individual shall be
determined to be under a disability only if his physical or mental
impairment or impairments are of such severity that lie is not only
unable to do his pjvvious work but cannot, considering his age, educa-
tion, and work experience, engage in any other kind of substantial
gainful work which exists in the national economy, regardless of
whether such work exists in the immediate area in which he lives, or
whether a specific job vacancy exists for him, or whether he would
be hired if he applied for work. For purposes of the preceding sen-
tence (with respect to any individual), "work which exists in the
national economy" means work which exists in significant numbers
either in the region where such individual lives or in several regions

, of the country.
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(C) For purposes of this paragraph, a physical or mental impair-
ment is an impairment that results from anatomical, physiological, or
psychological 1 abnormalities which are demonstrable by medically ac-
ceptable clinical and laboratory diagnostic techniques.

(D) The S_'cretary shall by regulations prescribe the criteria for
determining when services performed or earnings derived from serv-
ices demonstrate an individual's ability to engage in substantial gain-
ful activity. Notwithstanding the provisions of subparagraph (B), an
individual whose services or earnings meet such criteria, except for
purposes of paragraph (4), shall be found not to be disabled.

(E) Notwithstanding the provisions of subparagraphs (A)
through (D), an individual shall also be considered to be disabled
for purposes of this title if lie is permanently and totally disabled
as defined under a State plan approved under title XIV or XVI
as in effect for October 1972 and received aid under such plan (on
the basis of disability) for December 1973 (and for at least one month
prior to July 1973), so long as he is continuously disabled as so
defined.

(4) (A) For purposes of this title, any services rendered during a
period of trial work (as defined in subparagraph (B)) by an indi-
vidual who is an aged, blind, or disabled individual solely by reason
of disability (as determined under paragraph (3) of this subsection)
shall be deemed not to have been rendered by such individual in de-
termining whether his disability has ceased in a month during such
p'!riod. As used in this paragraph, the term "services" means activity
which is performed for remuneration or gain or is determined by the
Secretary to be of a type normally performed for remuneration or
gain.

(B) The term "period of trial work", with respect to an individual
who is an aged, blind, or disabled individual solely by reason of dis-
ability (as determined under paragraph (3) of this subsection), means
a period of nionths beginning and ending as provided in subpara-
graphs (C) and (D).

(C) A period of trial work for any individual shall begin with the
month in which lie becomes eligible for benefits under this title on the
basis of his disability; but no such period may begin for an individual
who is eligible for. benefits under this title on the basis of a disability
if he has had a previous period of trial work while eligible for benefits
,n the basis of the same disability.

(D) A period of trial work for any individual shall end with the
close of whichever of the following months is the earlier:

(i) the ninth month, beginning on or after the first day of
such period, in which the individual renders services (whether
or not such nine months are consecutive) ; or
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(ii) the month in which his disability (as determined under
paragraph (3) of this subsection) ceases (as determined after
the application of subparagraph (A) of this paragraph).

Eligible Spouse

(b) For purposes of this title, the term "eligible spouse" means all
aged, blind, or disabled individual who is the husband or wife of
another aged, blind, or disabled individual and who has not been
living apart from such other aged, blind, or disabled individual for
more than six months. If two aged, blind, or disabled individuals are
husband and wife as described in the preceding sentence, only one of
them may be an "eligible individual" within the meaning of section
1611(a).

Definition of Child
(c) For purposes of this title, the term "child" means an individual

who is neither married nor (as determined by the Secretary) the head
of a household, and who is (1) uider the age of eighteen, or (2) under
the age of twenty-two and (as determined by the Secretary) a student
regularly attending a school, college, or university, or a course of
vocational or technical training designed to prepare him for gainful
employment.

Determination of Marital Relationships
(d) In determining whether two individuals are husband and wife

for purposes of this title, appropriate State law shall be applied;
except that-

(1) if a man and woman have been determined to be husband
and wife under section 216(h) (1) for purposes of title II they
shall be considered (from and after the date of such determina-
tion or the date of their application for benefits under this title,
whichever is later) to be husband and wife for purposes of this
title, or

(2) if a man and woman are found to be holding themselves
out to the community in which they reside as husband and wife,
they shall be so considered for purposes of this title notwith-
standing any other provision of this section.

United States
(e) For purposes of this title, the term "United States", when used

in a geographical sense, means the 50 States and the District of
Columbia.
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Income and Resources of Individuals Other Than Eligible Individuals and

Eligible Spouses

(f) (i) For purposes of determining eligibility for and the amount
of benefits for any individual who is married and whose spouse is liv-
ing with him in the same household but is not an eligible spouse, such
individual's income and resources shall be deemed to include any
income and resources of such spouse, whether or not available to
such individual, except to the extent determined by the Secretary to
be inequitable under the circumstances.

(2) For purposes of determining eligibility for and the amount of
benefits for any individual who is a child under age 21, such indi-
vidual's income and resources shall be deemed to include any income
and resources of a parent of such individual (or the spouse of such .
parent) who is living in the same household as such individual,
whether or not available to such individual, except to the extent de-
termined by the Secretary to be inequitable under the circumstances

Rehabilitation Services for Blind and Disabled Individuals 1

Sec. 1615. (a) in the case of any blind or disabled individual who-
(1) has not attained age 65, and
(2) is receiving benefits (or with respect to whom benefits are

paid) under this title,
the Secretary shall make provision for referral of such individual to
the appropriate State agency administering the State plan for voca-
tional rehabilitation services approved under the Vocational Rehabili-
tation Act, or, in the case of any such individual who has not attained
age 16, to the appropriate State agency administering the State plan
under subsection (b) of this section, and (except in such cases as he
may determine) for a review not less often than quarterly of such indi-
vidual's blindness or disability and his need for and utilization of the
services made available to him under such plan.

(b) (1) The Secretary shall by regulation prescribe criteria for
approval of State plans for-

(A) assuring appropriate counseling for disabled children
referred pursuant to subsection (a) and their families,

(B) establishment of individual service plans for such dis-
abled children, and prompt referral to appropriate medical
educational, and social services,

(C) monitoring to assure adherence to such service plans, and
(D) provision for such disabled children who are 6 ycars of

age ant under, or who have never attended public school and
require preparation to take advantage of public educational serv-

I Section 1615 was amended by section 501 of P.L. 94-566.
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O ices, of medical, social, developmental, and rehabilitative services,in cases where such services reasonably promise to enhance the
child's ability to benefit from subsequent education or training,
or otherwise to enhance his opportunities for self-sufficiency or
self-support as an adult.

(2) Such criteria shall include--
(A) administration-

(i) by the agency administering the State plan for
crippled children's services under title V of this Act, or

(ii) by another agency which administers programs
providing services to disabled children and which the
Governor of the State concerned has determined is
capable of administering the State plan described in the
first sentence of this subsection in a more efficient and
effective manner than the agency described in clause (i)
(with the reasons for such determination being set forth
in the State plan described in the first sentence of this
subsection) ;

(B) coordination with other agencies serving disabled
children; and

(C) establishment of an identifiable unit within such
agency which shall be responsible for carrying out the plan.

(c) Every individual age 16 or over with respect to whom the Secre-
tary is required to make provision for referral under subsection (a)
shall accept such services as are made available to him under the State
plan for vocational and rehabilitation services approved under the
Vocational Rehabilitation Act; and no such individual shall be an
eligible individual or eligible spouse for purposes of this title if he
refuses without good cause to accept services for which he is referred
under subsection (a).

(d) The Secretary is authorized to pay to the State agency adminis-
tering or supervising the administration of a SI ate plan for vocational
rehabilitation services approved under the Vocational Rehabilitation
Act the costs incurred under such plan in the provision of rehabilita-
tion services to individuals referred for such services pursuant to sub-
section (a).

(c) (1) The Secretary shall, subject to the limitations imposed by
paragraphs (2) and (3), pay to the State agency administering a State
plan of a State under subsection (b) of this section, the costs incurred
each fiscal year which begins after September 30, 1976, and ends prior
to October 1, 1979, in carrying out the State plan approved pursuant
to such subsection (b).

* (2) (A) Of the funds paid by the Secretary with respect to costs,
incurred in any State, to which paragraph (1) applies, not more than

21-746 0 - 78 - 30
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10 per centum thereof shall be paid with respect to costs incurred with
respect to activities described in subsection (b) (1) (A), (B), and (C).

(B) W'Jenever there are provided pursuant to this section to any
child services of a type which is appropriate for children who are not
blind or disabled, there shall be disregarded for purposes of com-
puting my payment with respect thereto under this subsection, so
much of the costs of such services as would have been incurred if the
child involved had not been blind or disabled.

(C) The total amount payable under this subsection for any fiscal
year, with respect to services provided in any State, shall be reduced
by the amount by which the sum of the public funds expended (as
determined by the Secretary) from non-Federal sources for services
of the type involved for such fiscal year is less than the sum of such
funds expended from such sources for services of such type for the fis-
cal year ending June 30,1976.

(3) No payment under this subsection with respect to costs incurred
in providing services in any State for any fiscal year shall exceed an
amount which bears the same ratio to $30,000,000 as the ,rnder age 7
population of such State (and for purposes of this section tho. District
of Columbia shall be regarded as a State) bears to the unc.er age 7
population of the fifty States and the District of Columba. The Sec-
retary shall promulgate the limitation applicable to es.ch State for
each fiscal year under this paragraph on the basis of the most recent
satisfactory data available from the Department of Commerce not
later than 90 nor earlier than 270 days before the beginning of such
year.

Optional State Supplementation

Sec. 1616. (a) Any cash payments which are made by a State
(or political subdivision thereof) on a regular basis to individuals
who are receiving benefits under this title or who would but for their
income be eligible to receive benefits under this title, as assistance
based on need in supplementation of such benefits (as determined
by the Secretary), shall be excluded under section 1612(b) (6) in de-
termining the income of such individuals for purposes of this title
and the Secretary and such State may enter into an agreement which
satisfies subsection (b) under which the Secretary will, on behalf of
such State (or subdivision) make such supplementary payments to all
such individuals.

(b) Any agreement between the Secretary and a State entered into
under subsection (a) shall provide-

(1) that such payments will be made (subject to subsection
(c)) to all individuals residing in such State (or subdivision) who
are receiving benefits under this title, and
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(2) such other rules with respect to eligibility for or amount
of the supplementary payments, and such procedural or other gen-
eral administrative provisions, as the Secretary finds necessary
(subject to subsection (c)) to achieve efficient and effective admin-
istration of both the program which he conducts under this title
and the optional State supplementation.

(c) (1) Any State (or political subdivision) making supplezhentary
payments described in subsection (a) may at its option impose as a
condition of eligibility for such payments, and include in the State's
agreement with the Secretary under such subsection, a residence re-
quirement which excludes individuals who have resided in the State
(or political subdivision) for less than a minimum period prior to
application for such payments.

(2) Any State (or political subdivision), in determining the eligi-
bility of any individual for supplementary payments described in sub-
section (a), may disregard amounts of earned and unearned income in
addition to other amounts which it is required or permitted to dis-
regard under this section in determining such eligibility, and shall in-
clude a provision specifying the amount of any such income that will
be disregarded, if any.

(d) Any State which has entered into an agreement with the Sec-
retary under this section which provides that the Secretary will, on
behalf of the State (or political subdivision), make the supplemen-
thry payments to individuals who are receiving benefits under this title
(or who would but for their income be eligible to receive such bene-
fits), shall, at such times and in such installments as may be agreed
upon between the Secretary and such State, pay to the Secretary an
amount equal to the expenditures made by the Secretary as such sup-
plementary payments.'

SThe liability of certain States under this section is limited by section 401 of Public
Law 92-603 as follows:

Sac. 401. (a) (1) The amount payable to the Secretary by a State for any fiscal year
pursuant to Its agreement or agreements under section 1616 of the Social Security Act
shall not exceed the non-Federal share of expenditures as aid or assistance for quarters
In the calendar yesr 1972 under the plans of the State approved under titles I. X.
XIV. and XVI of the Social Security Act (as defined in subsection (c) of this section).

(2) Paragraph (1) of this subsection shall only apply with respect to that portion
of the supplementary payments made by the Secretary on behalf of the State under
such agreements in any fiscal year which does not exceed in the case of any Individual
the difference between-

(A) the adjusted payment level under the appropriate approved plan of such
State u in effect for January 1972 (as defined in subsection (b) of this section).
and

(B) the benefits under title XVI of the Social Security Act. (subject to the
second sentence of this paragraph) (subject to the second sentence of this para-
graph) plus income not excluded under section 1612(b) of such Act in determin-
ing such benefits. Dald to such individual in such fiscal year.

and shall not apply with respect to supplementary payments to any individual who (I)
is not required by section 1616 of such Act to be included in any such agreement ad-
ministered by the Secretary and (ii) would have been ineligible (for reasons other
than income) for payments under the appropriate approved State plan as in effect
for January 1972. In determining the difference between the level specified in sub-
paragraph (A) and the benefits and income described in subparagraph (B) there shall
be excluded any part of any such benefit which result from (and would not be pay-
able but for) any cost-of-living increase in such benefits under section 1617 of such
Act (or any general increase enacted by law In the dollar amo nts referred to in such
section) becoming effective after June 30, 1977, and before July 1, 1979. In determin-
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(e) (1) Each State shall establish or designate one or more State
or local authorities which shall establish, maintain, and insure the
enforcement of standards for any category of institutions, foster
homes, or group living arrangements in which (as determined by the
State) a significant number of recipients of supplemental security
income benefits is residing or is likely to reside. Such standards shall
be appropriate to the needs of such recipients and the character of the
facilities involved, and shall govern such matters as admission poli-
cies, safety, sanitation, and protection of civil rights.

(2) Each State shall annually make available for public review,
as a part of the services program planning procedures established
pursuant to section 2004 of this Act, a summary of the standards
established pursuant to paragraph (1), and shall make available to

lag the difference between the level specified in subparagraph (A) and the benefits and
income descrhted in subparagraph (ill there shall be excluded any part (of any such
benefit which results from (and %ould not be payable but for) any cost-of-living in-
crease in such benefits inder section 1617 of such Act (or any general increase enacted
by law in the dollar amounts referred to in buch section) becoming effective after
June 30, 1977.1

(b) (1) For purposes of subsection (a), the term "adjusted payment level under the
appropriate approved plan of a State as in effect for January 1972" means the amount
of the money payment which an individual with no other Income would have received
under the plan of such State approved under title I, X, XIV, or XVI of the Social
Security Act, as may be appiopri.te, and in effect bor January 1V72 ; except that the
State may, at its option, increase such payment level with respect to any such plan
by an amount which does not exceed the sum of-

(A) a payment level modification (as defined in paragraph (2) of this subsec-
tion) with respect to such plan, and

(B) the bonus value of food stamps in such State for January 1972 (as defined
in paragraph (3) of this subsection).

(2) For purposes of paragraph (1), the term "payment level modification" with
respect to any State plan means that amount by which a State which for January
1972 made money payments under such plan to individuals with no other income which
were less than 100 per centum of its standard of need could have increased such money
payments without increasing (if It reduced its standard of need under such plan so
that such increased money payments equaled 100 per centum of such standard of need)
the non-Federal share of expenditures as aid or assistance for quarters in calendar
year 1972 under the plans of such State approved under titles IX, XIV. and XVI of
the Social Security Act.

(3) For purposes of paragraph (1). the term "Lonus value of food stamps in a
State for January 1972" (with respect to an individual) meaus-

(A) the face value of the coupon allotment which weld have been provided to
such an individual under the Food Stamp Act of 1964 for January 1972, reduced
by (B) the charge which such an individual would have paid for such coupon
allotment,

if the income of such individual, for purposes of determining the charge it would have
paid for its coupon allotment, had been equal to the adjusted payment level under the
State plan (including any payment level modification with respect to the plan adopted
pursuant to paragraph (2) (but not including any amount under this paragraph)).
The total face value of food stamps and the cost thereof in January 1972 shall be
determined in accordance with rules prescribed by the Secretary of Agriculture in effect
"in such month.

(e) For purposes of this section, the term "non-Federal share of expenditures as aid
or assistance fer quarters in the calendar year 1972 under the plans of a State ap-
proved under titles I, X, XIV, and XVI of the Social Security Act" means the differ-
ence between-

(1) the total expenditures in such quarters under such plans for aid or as-
sistance (expenditures authorized under section 1119 of such Act for repairing the
home of an individual who was receiving aid or assistance tnder one of such
plans (as such section was in effect prior to the enactment of this Act)). and

(2) the total of the amounts determined under sections 3, 1003. 1403. and
1603 of the Social Security Act. under section 1118 of such Act. and under section
9 of the Act of April 19, 1950. for such State with respect to such expenditures in
such quarters.

Paragraph (2) was amended by section 504 of P.L. 94-566 and by section 2(b) of
P.L. 94-585.
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any interested individual a copy of such standards, along with the pro-
cedures available in the State to insure the enforcement of such stand-
ards and a list of any waivers of such standards and any violations of
such standards which have come to the attention of the authority re-
sponsible for their enforcement.

(3) Each State shall certify annually to the Secretary that it is in
compliance with the requirements of this subsection.

(4) Payments made under this title with respect to an individual
shall be reduced by an amount equal to the amount of any supplemen-
tary payment (as described in subsection (a)) or other payment made
by a State (or political subdivision thereof) which is made for or on
account of any medical or any other type of remedial care provided by
an institution of the type described in paragraph (1) to such indi-
vidual as a resident or an inpatient of such institution if such institu-
tion 'is not approved as meeting the standards described in such
paragraph by the appropriate State or local authorities.1

Cost-of-Living Adjustments in Benefits

Sec. 1617. Whenever benefit amounts under title 1I are increased
by any percentage effective with any month as a result of determina-
tion made under section 215(i), each of the dollar amounts in effect

* for such month under subsections (a) (.) (A), (a) (2) (A), (b) (1),
(b) (2) of section 1611, and subsection (a) (1) (A) of section 211 of
Public Law 93-66, as specified in such subsections or as previously
increased under this section, shall be increased by the same percentage
(and rounded, when not a multiple of $1.20, to the next higher multi-
ple of $1.20), effective with respect to benefits for months after such
month; and such dollar amounts as so increased shall be published in
the Federal Register together with, and at the same time as, the mate-
rial required by section 215(i) (2) (D) to be published therein by
reason of such determination.

Operation of State Supplementation Programs

Sec. 1618. (a) In order for any State which makes supplementary
payments of the type described in section 1616(a) (including pay-
ments pursuant to an agreement entered into under section 212(a)
of Public Law 93-66), on or after June 30, 1977, to be eligible for
payments pursuant to title XIX with respect to expenditures for
any calendar quarter which begins-

(1) after June 30,1977, or, if later,
(2) after the calendar quarter in which it first makes such

*supplementary payments,
S• 8ubsecUon (e) was added effeetve October 1, 1977 by WedOn 505(id) dt P.•.96-
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such State must have in effect an agreement with the Secretary
whereby the State will-

(3) continue to make such supplementary payments, and
(4) maintain such supplementary payments at levels which

are not lower than the levels of such payments in effect in Decem-
ber 1976, or. if no such payments were made in that month, the
levels for the first subsequent month in which such payments
were made.

(b) The Secretary shall not find that a State has failed to meet
the requirements imposed by paragraph (4) of subsection (a) with
respect to the levels of its supplementary payments for a particular
month or months if the State's expenditures for such payments in
the twelve-month period (within which such month or months fall)
beginning on the effective date of any increase in the level of sup-
plemental security income benefits pursuant to section 1617 are not
less than its expenditures for such payments in the preceding twelve-
month period.1

Part B-Procedural and General Provisions

Payments and Procedures

Payment of Benefits

Sec. 16.31. (a) (1) Benefits under this title shall be paid at such
time or times and in such installments as will best effectuate the pur-
poses of this title, as determined under regulations (and may in any
case be paid less frequently than monthly where the amount of the
monthly benefit would not exceed $10).

(2) Payments of the benefit of any individual may be made to any
such individual or to his eligible spouse (if any) or partly to each, or,
if the Secretary deems it appropriate to any other person (including
an appropriate public or private agency) wfho is interested in or con-
cerned with the welfare of such individual (or spouse). Notwith-
standing the provisions of the preceding sentence, in the case of any
individual or eligible spouse referred to in section 1611 (e) (3) (A), the
Secretary shall provide for making payments of the benefit to any
other person (including an appropriate public or private agency) who
is interested in or concerned with the welfare of such individual (or
spouse).

(3) The Secretary may by regulation establish ranges of incomes
within which a single amount of benefits under this title shall apply.

(4) The Secretary-

'Section 1618 was added by section 2(a) of P.L. 94-585.
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(A) may make to any individual initially applying for bene-
fits under this title who is presumptively eligible for such benefits
and who is faced with financial emergency a cash advance against
such benefits in an amount not exceeding $100; and

(B) may pay benefits under this title to an individual apply-
ing for such benefits on the basis of disability or blindness for
a period not exceeding 3 months prior to the determination of
such individual's disability or blindness, if such individual is
presumptively disabled or blind and is determined to be other-
wise eligible for such benefits, and any benefits so paid prior
to such determination shall in no event be considered overpay-
ments for purposes of subsection (b) solely because such indi-
vidual is determined not to be disabled or blind.'

(5) Payment of the benefit of any individual who is an aged, blind,
or disabled individual solely by reason of blindness (as determined
under section 1614(a) (2)) or disability (as determined under section
1614(a) (3)), and who ceases to be blind or to be under such disability,
shall continue (so long as such individual is otherwise eligible)
through the second month following the month in which such blind-
ness or disability ceases.

Overpayments and Underpayments

(b) Whenever the Secretary finds that more or less than the correct
amount of benefits has been paid with respect to any individual, proper
adjustment or recovery shall, subject to the succeeding provisions of
this subsection, be made by appropriate adjustments in future pay-
mnents to such individual or by recovery from or payment to such indi-
vidual or his eligible spouse (or by recovery from the estate of either).
The Secretary shall make such provision as he finds appropriate in
the case of payment of more than the correct amount of benefits with
respect to an individual with a view to avoiding penalizing such indi-
vidual or his eligible spouse who was without fault in connection with
the overpayment, if adjustment or recovery on account of such over-
payment in such case would defeat the purposes of this title, or be
against equity or good conscience, or (because of the small amount
involved) impede efficient or effective administration of this title.

Hearings and Review

(c) (1) The Secretary is directed to make findings of fact, and
decisions as to the rights of any individual applying for payment
under this title. The Secretary shall provide reasonable notice and op-
portunity for a hearing to any individual who is or claims to be an eli-

'Subparag:aph (B) was amended by sectIon 4 of P.L. 94-569.
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gible individual or eligible spouse and is in disagreement with any
determination under this title with respect to eligibility of such indi-
vidual for benefits, or the amount of such individual's benefits, if such
individual requests a hearing on the matter in disagreement within
sixty days after notice of such determination is received, and, if a hear-
ing is held, shall, on the basis of evidence adduced at the hearing
affirm, modify, or reverse his findings of fact and such decision. The
Secretary is further authorized, on his own motion, to hold such hear-
ings and to conduct such investigations and other proceedings as he
may deem necessary or proper for the administration of this title.
In the course of any hearing, investigation, or other proceeding, he
may administer oaths and affirmations, examine witnesses, and receive
evidence. Evidence may be received at any hearing before the Secre-
tary even though inadmissible under the rules of evidence applicable
to court procedure.

(2) Determination on the basis of such hearing, except to the extent
that the matter in disagreement involves a disability (within the mean-
ing of section 1614(a) (3) ), shall be made within ninety days after the
individual requests the hearing as provided in paragraph (1).

(3) The final determination of the Secretary after a hearing under
paragraph (1) shall be subject to judicial review as provided in sec-
tion 205(g) to the same extent as the Secretary's final determinations
under section 205.'

Procedures; Prohibitions of Assignments; Representation of Claimants

(d) (1) The provisions of section 207 and subsections (a), (d),
(e), and (f) of section 205 shall apply with respect to this part to the
same extent as they apply in the case of title II.

(2) The Secretary may prescribe rules and regulations governing
the recognition of agents or othc.r persons, other than attorneys, as
hereinafter provided, representing claimants before the Secretary
under this title, and may require of such agents or other persons, before
being recognized as representatives of claimants, that they shall show
that they are of good character and in good repute, possessed of the
necessary qualifications to enable them to render such claimants valu-
able service, and otherwise competent to advise and assist such claim-
ants in the presentation of their cases. An attorney in good standing
who is admitted to practice before the highest court of the State,
Territory, District, or insular possession of his residence or before the
Supreme Court of the United States or the inferior Federal courts,
shall be entitled to represent claimants before the Secretary. The Sec-
retary may, after due notice and opportunity for hearing, suspend or
prohibit from further practice before him any such person, agent, or

1 Section 1631(c) was amended by section I of Public Law 94-202.
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* attorney who refuses to comply with the Secretary's rules and regula-
tions or who violates any provision of this paragraph for which a
penalty is prescribed. The Secretary may, by rule and regulation,
prescribe the maximum fees which may be charged for services per-
formed in connection with any claim before the Secretary under this
title, and any agreement in violation of such rules and regulations
shall be void. Any person who shall, with intent to defraud, in any
manner willfully and knowingly deceive, mislead, or threaten any
claimant or prospective claimant or beneficiary under this title by
word, circular, letter, or advertisement, or who shall knowingly charge
or collect directly or indirectly any fee in excess of the maximum fee,
or make any agreement directly or indirectly to charge or collect any
fee in excess of the maximum fee, prescribed by the Secretary, shall be
deemed guilty of a misdemeanor and, upon conviction thereof, shall
for each offense b •e punished by a fine not exceeding $500 or by im-
prisonment not exceeding one year, or both.'

Applications and Furnishing of Information

(e) (1) (A) The Secretary shall, subject to subparagraph (B), pre-
scribe such requirements with respect to the filing of applications,
the suspension or termination of assistance, the furnishing of other

* data and material, and the reporting of events and changes in circum-
stances, as may be necessary for the effective and efficient administra-
tion of this title.

(B) The requirements prescribed by the Secretary pursuant to
subparagraph (A) shall require that eligibility for benefits under this
title will not be determined solely on the basis of declarations by the
applicant concerning eligibility factors or other relevant facts, and
that relevant information will be verified from independent or col-
lateral sources and additional information obtained as necessary in
order to assure that such benefits are only provided to eligible indi-
viduals (or eligible spouses) and that the amounts of such benefits are
correct.

(2) In case of the failure by any individual to submit a report of
events and changes in circumstances relevant to eligibility for or
amount of benefits under this title as required by the Secretary under
paragraph (1). or delay by any individual in submitting a report as
so required, the Secretary (in addition to taking any other action he
may consider appropriate under paragraph (1)) shall reduce any
benefits which may subsequently become payable to such individual
under this title by-

* 1 Section 1631(d) was amended by section 2 of Public Law 94-202. See excerpt from
section 3 of Public Law 94-202 (page 771 of this document) with respect to hearing ex-
aminers appointed under former section 1631(a)(2).
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(A) $25 in the case of the first such failure or delay,
(B) $50 in the case of the second such failure or delay, a.,d
(C) $100 in the case of the third or a subsequent such failure

or delay,
except where the individual was without fault or good cause for such
failure or delay existed.

Furnishing of Information by Other Agencies

(f) The head of any Federal agency shall provide such informa-
tion as the Secretary needs for purposes of determining eligibility for
or amount of benefits, or verifying other information with respect
thereto.

Reimbursement to States for Interim Assistance Payments

(g) (1) Notwithstanding subsection (d) (1) and subsection (b) as
it relates to the payment of less than the correct amount of benefits,
the Secretary may, upon written authorization by an individual, with-
hold benefits due with respect to that individual and may pay to a
State (or a political subdivision thereof if agreed to by the Secretary
and the State) from the benefits withheld an amount sufficient to reim-
burse the State (or political subdivision) for interim assistance
furnished on behalf of the individual by the State (or political
subdivision).

(2) For purposes of this subsection, the term "benefits" with respect
to any individual means supplemental security income benefits under
this title, and any State supplementary payments under section 1616
or under i.ection 212 of Public Law 93-66 which the Secretary makes
on behalf of a State (or political subdivision thereof), that the Secre-
tary has determined to be due with respect to the individual at the
time the Secretary makes the first payment of benefits. A cash advance
made pursuant to subsection (a) (4) (A) shall not be considered as the
first payment of benefits for purposes of the preceding sentence.

(3) For purposes of this sabsection, the term "interim assistance"
with respect to any individual means assistance financed from State
or local funds and furnished for meeting basic needs during the period,
beginning with the month in which the individual filed an application
for benefits (as defined in paragraph (2)), for which he was eligible
for such benefits.

(4) In order for a State to receive reimbursement under the pro-
visions of paragraph (1), the State shall have in effect an agreement
with the Secretary which shall provide--
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(A) that if the Secretary makes payment to the State (or a
political subdivision of the State as provided for under the agree-
ment) in reimbursement for interim assistance (as defined in
paragraph (3)) for any individual in an amount greater than
the reimbursable amount authorized by paragraph (1), the State
(or political subdivision) shall pay to the individual the balance
of such payment in excess of the reimbursable amount as expedi-
tiously as possible, but in any event within ten working days or
a4 shorter period specified in the agreement; and

(B) that the State will comply with such other rules as the
Secretary finds necessary to achieve efficient and effective admin-
istration of this subsection and to carry out tle purposes of the
program established by this title, including protection of hearing
rights for any individual aggrieved by action taken by the State
(or political subdivision) pursuant to this subsection.

(5) The provisions of subsection (c) shall not be applicable to any
disagreement concerning payment by the Secretary to a State pur-
suant to the preceding provisions of this subsection nor the amount
retained by the State (or political subdivision).

(6) [Repeale4] I
Penalties for Fraud

* See. 1632. Whoever-
(1) knowingly and willfully makes or causes to be made any

false statement or representation of a material fact in any appli-
cation for any benefit under this title,

(2) at any time knowingly and willfully makes or causes to be
made any false statement or representation of a material fact for
use in determining rights to any such benefit,

(3) having knowledge of the occurrence of any event affecting
(A) his initial or continued right to any such benefit, or (B) the
initial or continued right to any such benefit of any other indi-
vidual in whose behalf he has applied for or is receiving such
benefit, conceals or fails to disclose such event with an intent
fraudulently to secure such benefit either in a greater amount or
quantity than is due or when no such benefit is authorized, or

(4) having made application to receive any such benefit for
the use and benefit of another and having received it, knowingly
and willfully converts such benefit or any part thereof to a use
other than for the use and benefit of such other person,

shall be guilty of a misdemeanor and upon conviction thereof shall
be fined not more than $1,000 or imprisoned for not more than one
year, or both.

I Paragraph (6) repealed by see. 1 of P.L 94-365.
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Administration

Sec. 1633. (a) Subject to subsection (b), the Secretary may make
such administrative and other arrangements (including arrangements
for the determination of blindness and disability under section 1614 (a)
(2) and (3) in the same manner and subject to the same conditions as
provided with respect to disability determinations under section 221)
as may be necessary or appropriate to carry out his functions under
this title.

(b) In determining. for purposes of this title, whether an individual
is blind, there shall be an examination of such individual by a physi-
cian skilled in the diseases of the eye or by an optometrist, whichever
the individual may select.

Determinations of Medicaid Eligibility

Sec. 1634. The Secretary may enter into an agreement with any
State which wishes to do so under which he will determine eligibility
for medical assistance in the ase of aged, blind, or disabled individ-
uals under such State's plan approved under title XIX. Any such
agreement shall provide for payments by the State, for use by the
Secretary in carrying out the agreement, of an amount equal to one-
half of the cost of carrying out the agreement, but in computing such
cost with respect to individuals eligible for benefits under this title,
the Secretary shall include only those costs which are additional to
the costs incurred in carrying out this title.
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Sec. 1704. Payments ------ ---------------------------------- 404

Authorization of Appropriations

Section 1701. For the purpose of assisting the States (including the
District of Columbia, the Commonwealth of Puerto Rico, the Virgin
Islands, Guam, and American Samoa) to plan for and take other steps
leading to comprehensive State and community action to combat
mental retardation, there is authorized to be appropriated the sum
of $2,200,000. There are also authorized to be appropriated, for assist-
ing such States in initiating the implementation and carrying out of
planning and other steps to combat mental retardation, $2,750,000 for
the fiscal year ending June 30, 1966, and $2,750,000 for the fiscal year

O ending June 30, 1967.
WGrants to States

See. 1702. The sums appropriated pursuant to the first sentence
of section 1701 shall be available for grants to States by the Secretary
during the fiscal year ending June 30, 1964, and the succeeding fiscal
year; and the sums appropriated pursuant to the second sentence of
such section for the fiscal year ending June 30, 1966, shall be available
for such grants during such year and the next two fiscal years, and
sums appropriated pursuant thereto for the fiscal year ending June 30,
1967, shall be available for such grants during such year and the suc-
ceeding fiscal year. Any such grant to a State, which shall not ex-
ceed 75 per centum of the cost of the planning and related activities
involved; may be used by it to determine what action is needed to
combat mental retardation in the State and the resources available for
this purpose, to develop public awareness of the mental retardation
problem and of the need for combating it, to coordinate State and lo-
cal activities relating to the various aspects of mental retardation and
its prevention, treatment, or amelioration, and to plan other activities
leading to comprehensive State and community action to combat men-
tal retardation.

O 'This table of contents does not appear in the law.
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Applications

Sec. 1703. In order to be eligible for a grant under section 1702, a
State must submit an application therefor which-

(1) designates or establishes a single State agency, which may
be an interdepartmental agency, as the sole agency for carrying
out the purposes of this title;

(2) indicates the manner in which provision will be made to
assure full consideration of all aspects of services essential to plan-
ning for comprehensive State and community action to combat
mental retardation, including services in the fields of education,
employment, rehabilitation, welfare, health, and the law, and
services provided through community programs for a---I institu-
tions for the mentally retarded;

(3) sets forth its plan for expenditure of such grant, which
plans provide reasonable assurance of carrying out the purposes
of this title;

(4) provides for submission of a final report of the activities
of the State agency in carrying out the purposes of this title, and
for submission of such other reports, in such form and containing
such information, as the Secretary may from time to time find
necessary for carrying out the purposes of this title and for keep-
ing such records and affording such access thereto as he may find
necessary to assure the correctness and verification of such re-
ports; and

(5) provides for such fiscal control and fund accounting pro-
cedures as may be necessary to assure proper disbursement of and
accounting for funds paid to the State under this title.

Payments

Sec. 1704. Payment of grants under this title may be made (after
necessary adjustment on account of previously made underpayments
or overpayments) in advance or by way of reimbursement, and in such
installments and on such conditions, as the Secretary may determine.
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Prohibition Against Any Federal Interference

Section 1801. Nothing in this title shall! be construed to authorize any
Federal officer or employee to exercise any supervision or control over
the practice of medicine or the manner in which medical services are
provided, or over the selection, tenure, or compensation of any officer
or employee of any inm:titution, agency, or person providing health
services; or to exercise any supervision or control over the administra-
tion or operation of any such institution, agency, or person.

Free Choice by Patient Guaranteed

Sec. 1802. Aily individual entitled to insurance benefits under this
title may obtain health services from any institution, agency, or per-
son qualified to participate under ibis title if such institution, agency,
or person undertakes to provide him such services.

Option to Individuals To Obtain Other Health Insurance
Protection

Sec. 1803. Nothing colitained in this title shall be 'onstrued to
preclude any State froji, providing, or any individual from purchas-
ing or otherwise securing, protection again-st the cost of any health
services.

Part A-Hospital Insurance Benefits for the Aged and Disabled

Description of Program

See. 1811. The insurance program for which entitlement is estab-
lished by section 226 provides basic protection against the costs of
hospital and related post-hospital services in accordance with this part
for (1) individuals who are age 65 or over and are entitled to retire-
ment benefits under title II of this Act or under the railroad retire-
ment system and (2) individuals under age 65 who have been en-
titled for not less than 24 consecutive months to benefits under title
II of this Act or under the railroad retirement system on the basis of
a disability.

Scope of Benefits

Sec. 1812. (a) The benefits provided to an individual by the insur-
ance program under this part shall consist of entitlement to have pay-
mnent made on his behalf or, in the case of payments referred to in
section 1814(d) (2) to him (subject to the provisions of this part)
for-

(1) inpatient hospital services for up to 150 days during any
spell of illness minus one day for each day of inpatient hospital

21-746 0 - 78 - 31
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services in excess of 90 received during any preceding spell of ill-
ness (if such individual was entitled to have pa3 ment for such
services made under this part unless lie specifies in accordance
with regulations of the Secretary that lie does not desire to have
such payment made) ;

(2) post-hospital extended care services for up to 100 days
during any spell of ilhiess; and

(3) 1)ost-hospital home health services for up to 100 visits (dur-
ing the one-year period described in section lb61(n)) after the
beginning of one spell of illness and before the beginning of the
next.

(b) Payment under this part for services furnished an individual
(luring a spell of illness may not (subject to subsection (c)) be made
for-

(1) inpatient hospital services furnished to him during such
spell after such services have been furnished to him for 150 days
during such spell minus 1 day for each day of inpatient hospital
services in excess of 90 received during any preceding spell of
illness (if such indivi lual was entitled to have payment for such
services made under this part unless lie specifies in accordance
with regulations of the Secretary that he does not desire to have
such payment made) ;

(2) post-hospital extended care services furnished to him dur-
ing such spell after such services have been furnished to him for
100 days during such spell; or

(3) inpatient psychiatric hospital services furnished to him
after such services have been furnished to him for a total of 190
days during his lifetime.

(c) If an individual is an inpatient of a psychiatric hospital on the
first day of the first month for which lie is entitled to benefits under
this part, the days on which lie was an inpatient of such a hospital in
the 150-day period immediately before such first day shall be included
in determining the number of days limit under subsection (b) (1) in-
sofar as such limit applies to (1) inpatient psychiatric hospital serv-
ices, or (2) inpatient hospital services for an individual who is an
inpatient primarily for the diagnosis or treatment of mental illness
(but shall not be included in determining such number of days limit
insofar as it applies to other inpatient hospital services or in deter-
mining the 190-day limit under subsection (b) (3)).

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

(e) For purposes of subsections (b), (c), and (d), inpatient hos-
pital services, inpatient psychiatric hospital services, post-hospital ex-
tended care services, and post-hospital home health services shall be
taken into account only if payment is or would be, except for this sec-
tion or the failure to comply with the request and certification require-
ments of or under section 1814(a), made with respect to such services
under this part.

(f) For definition of "spell of illness", and for definitions of other
ternis used in this part, see section 1861.

Deductibles and Coinsurance

Sec. 1813. (a) ( 1 ) The amount payable for inpatient hospital services
furnished an individual during any spell of illness shall be reduced
by a deduction equal to the inpatient hospital deductible or, if less,
the charges imposed with respect to such individual for such services,
except that. if the customary charges for such services are greater
than the charges so imposed, such customary charges shall be con-
sidered to be the charges so imposed. Such amount shall be further
reduced by a coinsurance amount equal to-

(A) one-fourth of the inpatient hospital deductible for each day
(before the 91sA day) on which such individual is furnished such
services during such spell of illness after such services have been
furnished to him for 60 days during such spell; and

(B) one-half of the inpatient hospital deductible for each day
(before the day following the last day for which such individual
is entitled under section 1812(a) (1) to have payment made on
his behalf for inpatient hospital services during such spell of
illness) on which such individual is furnished such services dur-
ing such spell of illness after such services have been furnished
to him for 90 days during such spell;

except that the reduction under this sentence for any day shall not ex-
coed the charges imposed for that day with respect to such individual
for such services (and for this purpose, if the customary charges for
such services are greater than the charges so imposed, such customary
charges shall be considered to be the charges so imposed).

(2) The amount payable to any provider of services under this part
for services furnished an individual during any spell of illness shall
be further reduced by a deduction equal to the cost of the first three
pints of whole blood (or equivalent quantities of packed red blood
cells, as defined under regulations) furnished to him as part cf such

* services during such spell of illness.
(3) The amount payable for post-hospital extended care services

furnished an individual during any spell of illness shall be reduced by
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a coinsurance amount equal to one-eighth of the inpatient hospital
deductible for each day (before the 101st day) on which he is fur-
nished such services after such services have been furnished to him for
20 days during such spell.

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

(2) The Secretary shall, between July 1 and October 1 of 1968, and
of each year thereafter, determine and promulgate the inpatient hos-
pital deductible which shall be applicable for the purposes of subsec-
tion (a) in the case of any spell of illness beginning during the suc-
ceeding calendar year. Such inpatient hospital deductible shall be equal
to .$40 multiplied by the ratio of (A) the current average per diem rate
for inpatient hospital services for the calendar year preceding the
promulgation, to (B) the current average per diem rate for such serv-
ices for 1966. Any amount determined under the preceding sentence
which is not a multiple of $4 shall be rounded to the nearest multiple
of $4 (or, if it is midway between two multiples of $4, to the next
higher multiple of $4). The current average per diem rate for any
year shall be determined by the Secretary on the basis of the best in-
formation available to him (at the time the determination is made) as
to the amounts paid under this part on account of inpatient hospital
services furnished during such year, by hospitals which have agree-
ments in effect under section 1866, to individuals who are entitled to
hospital insurance benefits under section 226, plus the amount which
would have been so paid but for subsection (a) (1) of this section.

Conditions of and Limitations on Payment for Services

Requirement of Requests and Certifications

Sec. 1814. (a) Except as provided in subsections (d) and (g) and
in section 1876, payment for services furnished an individual may be
made only to providers of services which are eligible therefor under
section 1866 and only if-

(1) written request, signed by such individual, except in cases
in which the Secretary finds it impracticable for the individual
to do so, is filed for such payment in such form, in such manner,
and by such person or persons as the Secretary may by regulation
prescribe, no later than the close of the period of 3 calendar years
following the year in which such services are furnished (deem-
ing any services furnished in the last 3 calendar months of any
calendar year to have been furnished in the succeeding calendar
year) except that where the Secretary deems that efficient admin-
istration so requires, such period may be reduced to not less than
I calendar year;
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(2) physician certifies (and recertifies, where such services
are furnished over a period of time, in such cases, with such fre-
quency, and accompanied by such supporting material, appro-
priate to the case involved, as may be provided by regulations,
except that the first of such recertifications shall be required in
each case of inpatient hospital services not later than the 20th
day of such period) that-

(A) in the case of inpatient psychiatric hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the
psychiatric treatment of an individual; and (i) such treat-
ment can or could reasonably be expected to improve the
condition for which such treatment is or was necessary or
(ii) inpatient diagnostic study is or was medically required
and such services are or were necessary for such purposes;

(B) in the case of inpatient tuberculosis hospital services,
such services are or were required to be given on an inpatient
basis, by or under the supervision of a physician, for the treat-
ment of an individual for tuberculosis; and such treatment
can or could reasonably be expected to (i) improve the con-
dition for which such treatment is or was necessary or (ii)
render the condition noncommunicable;

(C) in the case of post-hospital extended care service,
such services are or were required to be given because the
individual needs or needed on a daily basis skilled nursing
care (provided directly by or requiring the supervision of
skilled nursing personnel) or other skilled rehabilitation
services, which as a practical matter cani only be provided in
a skilled nursing facility on an inpatient basis, for any of
the conditions with respect to which he was receiving in-
patient hospital services (or services which would constitute
inpatient hospital services if the institution met the require-
ments of paragraphs (6) and (9) of section 1861(e)) prior
to transfer to the skilled nursing facility or for a condition
requiring such extended care services which arose after such
transfer and while he was still in the facility for treatment
of the condition or conditions for which he was receiving such
inpatient hospital services;

(D) in the case of post-hospital home health services, such
services are or were required because the individual is or was
confined to his home (except when receiving items and serv-
ices referred to in section 1861(m) (7)) and needed skilled
nursing care on an intermittent basis, or physical or speech
therapy, for any of the conditions with respect to which he
was receiving inpatient hospital services (or services which
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would constitute inpatient hospital services if the institution
met the requirements of paragraphs (6) and (9) of section
1861 (e)) or post-hospital extended care services; a plan for
furnishing such services to such individual has been estab-
lished and is periodically reviewed by a physician; and such
services are or were furnished while the individual was under
the care of a physician; or

(E) in the case of inpatient hospital services in connection
with the care, treatment, filling, removal, or replacement of
teeth or structures directly supporting teeth, the individual,
because of his underlying medical condition and clinical
status, requires hospitalization in connection with the provi-
sion of such dental services;

(3) with respect to inpatient hospital services (other than in-
patient psychiatric hospital services and inpatient tuberculosis
hospital services) which are furnished over a period of time, a
physician certifies that such services are required to be given on
an inpatient basis for such individual's medical treatment, or that
inpatient diagnostic study is medically required and such services
are necessary for such purpose, except that (A) such certification
shall be furniished only in such cases, with such frequency, and
accompanied by such supporting material, appropriate to the
cases involved, as may be provided by regulations, and (B) the
first such certification required in accordance with clause (A)
shall be furnished no later than the 20th day of such period;

(4) in the case of inpatient psychiatric hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
(A) intensive treatment services, (B) admission and related serv-
ices necessary for a diagnostic study, or (C) equivalent services;

(5) in the case of inpatient tuberculosis hospital services, the
services are those which the records of the hospital indicate were
furnished to the individual during periods when he was receiving
treatment which could reasonably be expected to (A) improve his
condition or (B) render it noncommunicable;

(6) with respect to inpatient hospital services furnished such
individual after the 20th day of a continuous period of such serv-
ices and with respect to post-hospital extended care services fur-
nished after such day of a continuous period of such services as
may be prescribed in or pursuant to regulations, there was not in
effect, at the time of admission of such individual to the hospital
or skilled nursing facility, as the case may be, a decision under
section 1866(d) (based on a finding that utilization review of
long-stay cases is not being made in such hospital or facility);
and
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(7) with respect to inpatient hospital services or post-hospital
extended care services furnished such individual during a con-
tinuous period, a finding has not been made (by the physician
nmenlbers of the committee or group, as described in section
1861 (k) (4), including any finding made in the course of a sample
or other review of admissions to the institution) pursuant to the
system of utilization to review that further inpatient hospital
services or further post-hospital extended care services, as the
case may be, are not medically necessary; except that, if such a
finding has been made, payment may be made for such services
furnished before the 4th day after the day on which the hospital
or skilled nursing facility, as the case may be, received notice of
such finding.

To the extent provided by regulations, the certification and recertifica-
tion requirements of paragraph (2) shall be deemed satisfied where,
at a later date, a physician makes certification of the kind provided in
subparagraph (A), (B), (C), (D), or (E) of paragraph (2) (which-
ever would have applied), but only where such certification is accom-
panied by such medical and other evidence as may be required by such
regulations.

Amount Paid to Providers

(b) (1) The amount paid to any provider of services with respect
to services for which payment may be made under this part shall,
subject to the provisions of section 1813, be-

(1) the lesser of (A) the reasonable cost of such services, as
determined under section 1861 (v), or (B) the customary charges
with respect to such services; or

(2) if such services are furnished by a public provider of
services free of charge or at nominal charges to the public, the
amount determined on the basis of those items (specified in regu-
lations prescribed by the Secretary) included in the determination
of such reasonable cost which the Secretary finds will provide
fair compensation to such provider for such services.

No Payments to Federal Providers of Services

(c) Subject to section 1880, no payment may be made under this
part (except under subsection (d) or subsection (j)) to any Federal
provider of services, except a provider of services which the Secretary
determines is providing services to the public generally as a commu-
nity institution or agency; and no such payment may be made to any
provider of services for any item or service which such provider is
obligated by a law of, or a contract with, the United States to render
at public expense.,

'Subsection (c) was amended by see. 401(a) of P.L. 94-437 and by see. 23(a) of P.L.
D5-142.
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Payments for Emergency Hospital Services

(d) (1) Payments shall also be made to any hospital for inpatient
hospital services furnished in a calendar year by the hospital or
under arrangements (as defined in section 1861 (w)) with it, to an indi-
vidual entitled to hospital insurance benefits under section 226 even
though such hospital does not have an agreement in effect under this
title if (A) such services were emergency services, (B) the Secretary
would be required to make such payment if the hospital had such an
agreement in effect and otherwise met the conditions of payment here-
under, and (C) such hospital has elected to claim payments for all
such inpatient emergency services and for the emergency outpatient
services referred to in section 1835(b) furnished during such year.
Such payments shall be made only in the amounts provided under sub-
section (b) and then only if such hospital agrees to comply, with
respect to the emergency services provided, with the provisions of
section 1866(a).

(2) Payment may be made on the basis of an itemized bill to an
individual entitled to hospital insurance benefits under section 226 for
services described in paragraph (1) which are emergency services if
(A) payment cannot be made under paragraph (1) solely because the
hospital does not elect to claim such payment, and (B) such individual
files application (submitted within such time and in such form and
manner and by such person, and containing and supported by such
information as the Secretary shall by regulations prescribe) for
reimbursement.

(3) The amounts payable under the preceding paragraph with re-
spect to services described therein shall, subject to the provisions of
section 1813, be equal to 60 percent of the hospital's reasonable charges
for routine services furnished in the accommodations occupied by the
individual or in semiprivate accommodations (as defined in section
1861(v) (4)), whichever is less, plus 80 percent of the hospital's rea-
sonable charges for ancillary services. If separate charges for routine
and ancillary services are not made by the hospital, reimbursement
may be based on two-thirds of the hospital's reasonable charges for the
services received but not to exceed the charges which would have been
made if the patient had occupied semiprivate accommodations. For
purposes of tihe preceding provisions of this paragraph, the term "rou-
tine services" shall mean the regular room, dietary and nursing serv-
ices, minor medical and surgical supplies, and the use of equipment and
facilities for which a separate charge is not customarily made; the
term "ancillary services" shall mean those special services for which
charges are customarily made in addition to routine services.

Payment for Inpatient Hospital Services Prior to Notification of Noneligibility

(e) Notwithstanding that an indiivdual is not entitled to have pay-
ment made under this part for inpatient hospital services furnished

414



Sec. 1814(f)

by any hospital, payment shall be made to such hospital (unless it
elects not to re,:eive such payment or, if l)ayment has already been
made by or on behalf of such individual, fails to refund such payment

within the time specified by the Secretary) for such services which
are furnished to the individual prior to notification to such hospital
from the Secretary of his lack of entitlement, if such payments are
precluded only by reason of section 1812 and if such hospital complies
with the requirements of and regulations under this title with respect
to such payments, has acted in good faith and without knowledge of
such lack of enititlemnent, and has acted reasonably in assuming entitle-
ment existed. Payment under the preceding sentence may not be made
for the services furnished an individual pursuant to any admission
after the 6th elapsed day (niot including as an elapsed day Saturday,
Sunday, or legal holiday) after the day on which such admission
occurred.

Payment for Certain Inpatient Hospital Services Furnished Outside the
United States

(f) (1) Payment shall be made for inpatient hospital services fur-
nished to an individual entitled to hospital insurance benefits under
section 226 by a hospital located outside the United States, or under
arrangements (as defined in section 1861(w)) with it, if-

(A) such individual is a resident of the United States, and
(B) such hospital was closer to, or substantially more acces-

sible from, the residence of such individual than the nearest hos-
pital within the United States which was adequately equipped
to deal with, and was available for the treatment of, such indi-
vidual's illness or injury.

(2) Payment may also be made for emergency inl)atient hospital
services furnished to an individual entitled to hospital insurance bene-
fits under section 226 by a hospital located outside the United States
if-

(A) such individual was physically present-
(i) in a place within the United States; or
(ii) at a place within Canada while traveling without un-

reasonable delay by the most direct route (aIs determined by
the Secretary) between Alaska and another State;

at the time the emergency which necessitated such inpatient. hos-
pital services occurred, and

(B) such hospital was closer to, or substantially more acces-
sible from, such place than the nearest hospital within the United
States which was adequately equipped to deal with. and was avail-
able for the treatment of, such individual's illness or injury.

* (3) Payment shall be made in the amount provided under sub-
section (b) to any hospital for the inpatient hospital services de-
scribed in paragraph (1) or (2) furnished to an individual by the
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hospital or under arrangements (as defined in section 1861(w) ) with
it if (A) the Secretary would be required to make such payment if
the hospital had an agreement in effect under this title and otherwise
met the conditions of payment hereunder, (B) such hospital elects
to claim such payment, and (C) such hospital agrees to comply, with
respect to such services, with the provisions of section 1866(a).

(4) Payment for the inpatient hospital services described in para-
graph (1) or (2) furnished to an individual entitled to hospital insur-
ance benefits under section 226 may be made on the basis of an itemized
bill to such individual if (A) payment for such services cannot be
made under paragraph (3) solely because the hospital does not elect
to claim such payment, and (B) such individual files application
(submitted within such time and in such form and manner and by
such person, and continuing and supported by such information as
the Secretary shall by regulations prescribe) for reimbursement. The
amount payable with respect to such services shall, subject to the
provisions of section 1813, be equal to the amount which would be
payable under subsection (d) (3).

Payment for Services of a Physician Rendered in a Teaching Hospital
(g) For purposes of services for which the reasonable cost thereof

is determined under section 1861(v) (1) (D), payment under this part
shall be made to such fund as may be designated by the organized
medical staff of the hospital in which such services were furnished or,
if such services were furnished in such hospital by the faculty of a
medical school, to such fund as may be designated by such faculty,
but only if-

(1) such hospital has an agreement with the Secretary under
section 1866, and

(2) the Secretary has received written assurances that (A)
such payment will be used by such fund solely for the improve-
mnent of care of hospital patients or for educational or charitable
purposes and (B) the individuals who were furnished such serv-
ices or any other persons will not be charged for such services (or
if charged, provision will be made for return of any moneys
incorrectly collected).

Payment for Posthospital Extended Care Services
(h) (1) An individual shall be presumed to require the care spec-

ified in subsection (a) (2) (C) of this section for purposes of making
payment to an extended care facility (subject to the provisions of
section 1812) for posthospital extended care services which are fur-
nished by such facility to such individual if-

(A) the certification referred to in subsection (a) (2) (C) of
this section is submitted prior to or at the time of admission of
such individual to such extended care facility,

/4f
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(B) such certification states that the medical condition of the
individual is a condition designated in regulations,

(C) such certification is accompanied by a plan of treatment
for providing such services, and

(D) there is compliance with such other requirements and pro-
cedures as may be specified in regulations,

but only for services furnished during such limited periods of time
with respect to such conditions of the individual as may be prescribed
in regulations by the Secretary, taking into account the medical se-
verity of such conditions, the degree of incapacity, and the minimum
length of stay in an institution generally needed for such conditions,
and such other factors affecting the type of care to be provided as
the Secretary deems pertinent.

(2) If the Secretary determines with respect to a physician that
such physician is submitting with some frequency (A) erroneous cer-
tifications that individuals have conditions designated in regulations
as provided in this subsection or (B) plans for providing services
which are inappropriate, the provisions of paragraph (1) shall not
apply, after the effective date of such determination, in any case in
which such physician submits a certification or plan referred to in sub-
paragraph (A), (B),or (C) of paragraph (1).

Payment for Posthospital Home Health Services
(i) (1) An individual shall be presumed to require the services

specified in subsection (a) (2) (D) of this section for purposes of mak-
ing payment to a home health agency (subject to the provisions of
section 1812) for posthospital home health services furnished by such
agency to such individual if-

(A) the certification and plan referred to in subsection (a) (2)
(D) of this section are submitted in timely fashion prior to the
first visit by such agency,

(B) such certification states that the medical condition of the
individual is a condition designated in regulations, and

(C) there is compliance with such other requirements and
procedures may be specified in regulations,

but only for services furnished during such limited numbers of visits
with respect to such conditions of the individual as may be prescribed
in regulations by the Secretary, taking into account the medical sever-
ity of such conditions, the degree of incapacity, and the minimum
period of home confinement generally needed for such conditions, and
such other factors affecting the type of care to be provided as tl.'
Secretary deems pertinent.

(2) If the Secretary determines with respect to a physician that
such physician is submitting with some frequency (A) erroneous cer-
tifications that individuals have conditions designated in regulations
as provided in this subsection or (B) plans for providing services
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which are inappropriate, the provisions of paragraph (1) shall not
apply after the effective date of such determination, in any casc in
which such physician submits a certification or plan referred to in
subparagraph (A) or (B) of paragraph (1).

Payment for Certain Hospital Services Provided in Veterans'
Administration Hospitals

(j) (1) Payments shall also be made to any hospital operated by the
Veterans' Administration for inpatient hospital services furnished in
a calendar year by the hospital, or under arrangements (as defined in
section 1861(w) ) with it, to an individual entitled to hospital benefits
under section 226 even though the hospital is a Federal provider of
services if (A) the individual was not entitled to have the services fur-
nished to him free of charge by the hospital, (B) the individual was
admitted to the hospital in the reasonable belief on the part of the
admitting authorities that the individual was a person who was en-
titled to have the services furnished to him free of charge, (C) the
authorities of the hospital, in admitting the individual, and the indi-
vidual, acted in good faith, and (D) the services were furnished dur-
ing a period ending with the close of the day on which the authorities
operating the hospital first became aware of the fact that the individ-
ual was not entitled to have the services furnished to him by the hos-
pital free of charge, or (if later) ending with the first day on which it
was medically feasible to remove the individual from the hospital by
discharging him therefrom or transferring him to a hospital which has
in effect an agreement under this title.

(2) Payment for services described in paragraph (1) shall be in an
amount equal to the charge imposed by the Veterans' Administration
for such services, or (if less) the reasonable costs for such services (as
estimated by the Secretary). Any such payment shall be made to the
entity to which payment for the services involved would have been
payable, if payment for such services had been made by the individual
receiving the services involved (or by another private person acting on
behalf of such individual)."

Payment to Providers of Services

Sec. 1815. (a) The Secretary shall periodically determine the
amount which should be paid under this part to each provider of serv-
ices with respect to the services furnished by it, and the provider of
services shall be paid, at such time or times as the Secretary believes
appropriate (but not less often than monthly) and prior to audit or

I Subsection (J) was added by see. 23(b) of P.L. 95-142 effective for services furnished
on and after July 1. 1974
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settlement by the General Accounting Office, from the Federal Hos-
pital Insurance Trust Fund, the amounts so determined, with neces-
sary adjustments on account of previously made overpayments or
underpayments; except that no such payments shall be made to any
provider unless it has furnished such information as the Secretary
may request in order to determine the amounts due such provider
under this part for the period with respect to which the amounts are
being paid or any prior period.

(b) No payntent shall be made to a provider of services which is a
hospital for or with respect to services furnished by it for any period
with respect to which it is deemed, under section 1861 (w) (2), to have
in effect an arrangement with a Professional Standards Review Orga-
nization for the conduct of utilization review activities by such orga-
nization unless such hospital has paid to such organization the amount
due (as determined pursuant to such section) to such organization for
the review activities conducted by it pursuant to such arrangements or
such hospital has provided assurances satisfactory to the Secretary
that such organization will promptly be paid the amount so due to it
from the proceeds of the payment claimed by the hospital. Payment
under this title for utilization review activities provided by a Profes-
sional Standards Review Organization pursuant to an arrangement or
deemed arrangement with a hospital under section 1861 (w) (2) shall

* be calculated without any requirement that the reasonable cost of such
activities be apportioned among the patients of such hospital, if any,
to whom such activities were not applicable.1

(c) No payment which may be made to a provider of services
under this title for any service furnished to an individual shall be
made to any other person under an assignment or power of attorney;
but nothing in this subsection shall be construed (1) to prevent the
making of such a payment in accordance with an assignment from
the provider if such assignment is made to a governmental agency
or entity or is established by or pursuant to the order of a court of
competent jurisdiction, or (2) to preclude an agent of the provider
of services from receiving any such payment if (but only if) such
agent does so pursuant to an agency agreement under which the com-
pensation to be paid to the agent for his services for on2 in connection
with the billing or collection of payments due such provider under this
title is unrelated (directly or indirectly) to the amount of such pay-
ments or the billings therefor, and is not dependent upon the actual
collection of any such paymentA

I Subsection (b) was added by section 112 of Public Law 94-182 effective February 1.
1976.

2 The word "on" Is a technical error ln the law. It apparently should read "or".
3 Subsection (c) was added by sec. 2(a) (2) of P.L. 95-142.
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Use of Public Agencies or Private Organizations To Facilitate
Payment to Providers of Services

Sec. 1816. (a) If any group or association of providers of services
wishes to have payments under this part to such providers made
through a national, State, or other public or private agency or orga-
nization and nominates such agency or organization for this purpose,
the Secrettary is authorized to enter into an agreement with such
agency or organization providing for the determination by such
agency or organization (subject to the provisions of section 1878 and
to such review by the Secretary as may be provided for by the agree-
ment) of the amount of the payments required pursuant to this part
to be made to such providers (and to providers assigned to such
agency or organization under subsection (e)), and for the making of
such payments by such agency or organization to such providers (and
to providers assigned to such agency or organization under subsection
(e)). Such agreement may also include provision for the agency or
organization to do all or any part of the following: (1) to provide con-
sultative services to institutions or agencies to enable them to establish
and maintain fiscal records necessary for purposes of this part and
otherwise to qualify as hospitals, extended care facilities, or home
health agencies, and (2) with respect to the providers of services
which are to receive payments through it (A) to serve as a center for,
and communicate to providers, any information or instructions fur-
nished to it by the Secretary, and serve as a channel of communication
from providers to the Secretary; (B) to make such audits of the rec-
ords of providers as may be necessary to insure that proper payments
are made under this part; and (C) to perform such other functions as
are necessary to carry out this subsection.'

(b) The Secretary shall not enter into or renew an agreement with
any agency or organization under this section unless-

(1) he finds-
(A) after applying the standards, criteria, and procedures

developed under subsection (f), that to do so is consistent
with the effective and efficient administration of this part,
and

(B) ,that such agency or organization is willing and able to
assist the providers to which payments are made through it
under this part in the application of safeguards against unnec-
essary utilization of services furnished by them to individuals
entitled to hospital insurance benefits under section 226, and
the agreement provides for such assistance; and

(2) such agency or organization agrees-

1 Subsection (a) was amended by see. 14(a) (1) of P.L. 95-142.
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((A) to furnish to the Secretary such of the in formation
acquired by it in carrying out its agreement under this sec-
tion, and

(B) to provide the Secretary with access to all such data.
inforination, and claims processing operations,

as the Secretary may find necessary in performing his functions
under this part.'

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

(d) If the nomination of an agency or organization as provided in
this section is made by a group or association of providers of services,
it shall not be binding on inembers of the group or association which
notify the Secretary of their election to that effect. Any provider may,
upon such notice as may be specified in the agreement under this sec-
tion with an agency or organization, withdraw its nomination to re-

* ceive payments through such agency or organization. Any provider
which has withdrawn its nomination, and any provider which has
not made a nomination. may elect to receive payments from any agency
or organization which has entered into an agreement with the Secre-
tary under this section if the Secretary and such agency or organiza-
tion agree to it.

(e) (1) Notwitlistanding .-sub.sect ions (a) andi (4). the Secretary.
after taking into consideration any j)i'eferences of providers of serv-
ices, nIv as.,-ign or rvassign any provider of services to any agency or
organization which has entered into an agreement with hinim under this
actionn, if he determines. after alpplyinig the staii(lards, criteria, and
protcedures developed under subnection (f), that such assigniiient or
rea.u.-.-iffliient woulhi result in thme more effective amnd efficient adininis-
trat ion of this part.

(2) Notwitlstainlij .ugub.ect on, (a) and (d). the Secretlry i may
h.:ýigt ate it national ()r regional agency or organization which has
entered into an agrer(me1Iet with hi6 tm under this section to perform

functions under the agreenuiett with re.,)ect to a class of providers of
.- rvir,.*. in tlie Nation or region (as thte case may 1w), if lie determuines,
after appinuig the standards, criteria. and lpx-eduire:. developed under
smbl1seetion (f). that such de-sio!miition wo.doi t.-ilt ii n mwre effective

*id efl'iticit amdiri)Mist rat ion (f tilis part.

9 SubeuMtlon tbt was amended by see. 14(a) (2) of P. 1& 95-142 effective an specified In
sauabectioaus (c) and td) of wee. 14 wbich are printed in this document on p. 79%.
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(3) (A) Before the Secretary makes an assignment or reassignment
under paragraph (1) of a provider of services to other than the agency
or organization nominated by the provider. he shall furnish (i) the
l)rovider and such agency or organization with a full explanation of
the reasons for his determination as to the efficiency and effectiveness
of the agency or organization to perform the functions required under
Ihis l)alt with respect to the provider, and (ii) such agency or organi-
zation with opportunity for a hearing, and such determination shall be
subject to judicial review in accordance with chapter 7 of title 5,
United States Code.

(B) Before the Secretary makes a designation under paragraph
(2) with respect to a class of providers of services, lie shall furnish (i)
such providers and the agencies and organizations adversely affected
by such designation with a full explanation of the reasons for his
determination as to the efficiency and effectiveness of such agencies and
organizations to perform the functions required under this part with
respect to such providers, and (ii) the agencies and organizations
adversely affected by such designation with opportunity for a hearing,
and such determination shall be subject to judicial review in accord-
ance with chapter 7 of title 5, United States Code.'

(f) In order to determine whether the Secretary should enter into,
renew. or terminate an a(greemnent under this section with an agency or
organization, whether the Secretary should assign or reassign a pro-
vider of services to an agency or organization. and whether the Secre-
tary should designate an agency or organization to perform services
with respect to a class of providers of services, the Secretary shall
develop standards, criteria, and procedures to evaluate such agency's
or organization's (1) overall performance of claims processing and
other related functions ie(juired to be performed by such an agency or
(organization under an agreement entered into under this section, and
(2) performance of such functions with respect to specific providers (of
services, and the Secretary shall establish, by regulation. standards
and criteria with respect to the efficient and effective administration

of this part. No agency or organization shall be found under such
standards and criteria not to be efficient or effective or to be less efficient
or effective .solely on the ground that the agency or organization serves
only providers located in a single State.2

(g) An agreement with the Secretary under this section may be
terminated--

I Subsection (e) was added (and the former subsection (e) was redesignated (g)) by
see. 14(a) (4) and (5) of P.L. 95-142.

2Subsection (f) was added (and former subsection (f) was redesignated (h)) bysec. 14(a) (4) and (5) of P.L. 95-142 effective as specified in sec. 14(b) which is printed
In this document on p. 798.
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(1) by the agency or organization which entered into such
agreement at such time and upon such notice to the Secretary,
to the public, and to the providers as may be provided in regula-
tions, or

(2) by the Secretary at such time and upon such notice to the
agency or organization, to the providers which have nominated it
for purposes of this section, and to the public, as may be provided
in regulations, but only if lie finds, after applying the standards,
criteria, and procedures developed under subsection (f) and after
reasonable notice and opportunity for hearing to the agency or
organization, that (A) the agency or organization has failed sub-
stantially to carry out the agreement, or (B) the continuation of
some or all of the functions provided for in the agreement wit.h ti:ý
agency or organization is disadvantageous or is inconsistent with
the efficient administration of this part.'

(h) An agreement with an agency or organization under this section
may require any of its officers or employees certifying payments or
disbursing funds pursuant to the agreement, or otherwise participating
in carrying otht the agreement, to give surety bond to the United States
in such amount as the Secretary may deem appropriate

(i) (1) No individual designated pursuant to an agreement under
this section as a certifying officer shall, in the absence of gross negli-
gence or intent to defraud the United States, be liable with respect to
any payments certified by him under this section.

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

(3),i No such agency or organization shall be liable to the United
State..for any payments referred to in paragraph (1) or (2).2

.1 Federal Hospital Insurance Trust Fund

Sece 1817. (a) There is hereby created on the books of the Treasury
of th4 United States a trust fund to be known as the "Federal Hos-
pital "nsurance Trust Fund" (hereinafter in this section referred to as
the "Trust Fund"). The Truit Fund shall consist of such gifts and
bequests as may be made as provided in section 201(i) (1), and such

SSubsection (g) was formerly subsection (e) and was redesignated by see. 14(a)(4) of
P.IA. 9,5-142. The subsection was amended by sec. 14(a) (3) of P.L. 95-142 effective as
specified in sec. 14(c) which is printed In this document on p. 798.

2 Subsections (h) and (I) were formerly (f) and (g) respectively and were redesignated
by sec. 14(a) (4) of P.L. 95-142.
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amounts as may be deposited in, or appropriated to, such fund as
* provided in this part. There are hereby appropriated to the Trust

Fund for the fiscal year ending June 30, 1966, and for each fiscal year
thereafter, out of any moneys in the Treasury not otherwise appro-
priated, amounts equivalent to 100 per centumn of-

(1) the taxes imposed by section 3101(b) and 3111(b) of the
Internal Revenue Ccde of 1954 with respect to wages reported
to the Secretary of the Treasury or his delegate pursuant to sub-
title F of such Code after December 31, 1965, as determined by
the Secretary of the Treasury by applying the applicable rates of
tax under such sections to such wages, which wages shall be cer-
tified by the Secretary of Health, Education, and Welfare on the
basis of records of wages established and maintained by the Sec-
retary of Hiealth, Education, and Welfare in accordance with such
reports; and

(2) the taxes imposed by section 1401(b) of the Internal Rev-
enue Code of 1954 with respect to self-emlployment income re-
ported to the Secretary of the Treasury or his delegate on tax
returns under subtitle F of such Code. as determined by the Secre-
tary of the Treasury by applying the ap)plicable rate of tax under
such section to such self-employment income, which self-employ-
inent income shall be certified by the Secretary of Health, Edu-
cation. and Welfare on the basis of records of self-employment
established and maintained by the Secretary of Health, Educa-
tion, and Welfare in accordance with such returns.

The amounts appropriated by the preceding sentence shall be trans-
ferred from time to time from the general fund in the Treasury to the
Trust Fund, such amounts to be determined on the basis of estimates
by the Secretary of the Treasury of the taxes, specified in the preceding
sentence, paid to "r deposited into the Treasury; and proper adjust-
ments shall be made in amounts subsequently transferred to the extent
prior estimates were in excess of or were less than the taxes specified
in such sentence.

(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the "Board of Trustees") composed of the
Secretary of the Treasury, the Secretary of Labor, and the Secretary
of Health, Education, and Welfare, all ex officio. The Secretary of
the Treasury shall be the Managing Trustee of the Board of Trustees
(hereinafter in this section referred t9* as the "Managing Trustee").
The Commissioner of Social Security shall serve as the Secretary of
the Board of Trustees. The Board of Trustees shall meet not less fre-
quently than once each calendar year. It shall be the duty of the Board

* of Trustees to-
(1) Hlold the Trust Fund;

421



Sec. 1817(b)

(2) Report to the Congress not later than the first day of April
of each year on the operation and status of the Trust Fund dur-
ing the preceding fiscal year and on its expected operation and
status during the current fiscal year and the next 2 fiscal years;

(3) Report immediately to the Congress whenever the Board
is of the opinion that the amount of the Trust Fund is unduly
small; and

(4) Review the general policies followed in managing the Trust
Fund, and recommend changes in such policies, including neces-
sary changes in the provisions of law which govern the way in
which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a statement of
the assets of, and the disbursements made from, the Trust Fund
during the preceding fiscal year, an estimate of the expected income
to, and disbursements to be made from, the Trust Fund during the
current fiscal year and each of the next 2 fiscal years, and a statement
of the actuarial status of the Trust Fund. Such report shall be printed
as a House document of the session of the Congress to which the report
is made.

(c) It shall be the duty of the Managing Trustee to invest such por-
tion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) on original issue at the issue
price, or (2) by pi-rclhase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued umler the Secoml Liberty Bond Act, as aene.ded, are hIereby
cxtended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Fund. Such obligations issued for purchase by
the Trust Fiuid shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the basis
of market quotations as of the end of the calendar month next preced-
hig the date of such issue) on all marketable interest-bearing obliga-
tions of the United States then forming a part of the public debt
which are not due or callable until after the expiration of 4 years from
the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centumn, the rate
of interest on such obligations shall be the multiple of one-eighth of 1
per centumn nearest such market yield. The managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where he deter-
mines that the purchase of such other obligations is in the public
interest.
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(d) Any obligations acquired by the Trust Fund (except public-
* debt obligations issued exclusively to the Trust Fund) may be sold by

the Managir.-Y Trustee at the market price, and such public-debt obli-
gations may be redeemed at par plus accrued interest.

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

(f) (1) The Managing Trustee is directed to pay from time to time
from the Trust Fund into the Treasury the amount estimated by him
as taxes imposed under section 3101(b) which are subject to refund
under section 6413(c) of the Internal Revenue Code of 1954 with
respect to wages paid after December 31, 1965. Such taxes shall be
determined on the basis of the records of wages established and main-
tained by the Secretary of Health, Education, and Welfare in accord-
ance with the wages reported to the Secretary of the Treasury or his
delegate pursuant to subtitle F of the Internal Revenue Code of 1954,
and the Secretary of Health, Education, and Welfare shall furnish the
Managing Trustee such information as may be required by the Manag-
ing Trustee for such purpose. The payments by the Managing Trustee
shall be covered into the Treasury as repayments to the account for
refunding internal revenue collections.

(2) Repayments made under paragraph (1) shall not be available
* ft r expenditures but shall be carried to the surplus fund of the Treas-

ury. If it subsequently appears that the estimates under such para-
graph in any particular period were too high or too low, appropriate
adjustments shall be made by the Managing Trustee in future
payments.

(g) There shall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not previ-
ously so transferred which the Secretary of Health, Education, and
Welfare shall have certified as overpayments (other than amounts
so certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transferred periodically (but not
less often than once each fiscal year) to the Trust Fund from the
Railroad Retirement Account amounts equivalent to the amounts not
previously so transferred which the Secretary of Health, Education,
and Welfare shall have certified as overpayments to the Railroad
Retirement Board pursuant to section 1870(b) of this Act.

(h) The Managing Trustee shall aiso pay from time to time from
the Trust Fund such amounts as the Secretary of Health, Education,
and Welfare certifies are necessary to make the payments provided

* for by this part, and the payments with respect to administrative
expenses in accordance with section 201(g) (1).
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Hospital Insurance Benefits for Uninsured Individuals Not
Otherwise Eligible 0

Sec. 1818. (a) Every individual who-
(1) has attained the age of 65,
(2) is enrolled under part B of this title,
(3) is a resident of the United States, and is either (A) a

citizen or (B) an alien lawfully admitted for permanent residence
who has resided in the United States continuously during the 5
years immediately preceding the month in which he applies for
enrollment under this section, and

(4) is not otherwise entitled to benefits under this palt,
shall be eligible to enroll in the insurance program established by this
part.

(b) An individual may enroll under this section only in such man-
ner and form as may be prescribed in regulations, and only during
an enrollment period prescribed in or under this section.

(c) Th1l provisions of section 1837 (except subsection (f) thereof).
section 1838, subsection (c) of section 1839, and subsections (f) and
(h) of section 1840 shall apply to persons authorized to enroll under
this section except that-

(1) individuals who meet the conditions of subsection (a) (1),
(3), and (4) on or before the last day of the seventh month after V
the month in which this section is enacted may enroll under this
part and (if not already so enrolled) may also enroll under part
B durin,,g an initial general enrollment period which shall begin
on the tirst day of the second month which begins after the date
on which this section is enacted and shall end on the last day of
the tenth month after the month in which this Act is enacted;

(2) in the case of an individual who first meets the conditions
of eligibility under this section on or after the first day of the
eighth month after the month in which this section is enacted, the
initial enrollment period shall begin on the first day of the third
month before the month in which he first becomes eligible and
shall end 7 months later;

(3) in the case of an individual who enrolls pursuant to p)ara-
graph (1) of this subsection, entitlement to benefits shall begin
on-

(A) the first day of the second month after the month in
which he enrolls,

(B) July 1, 1973, or
(C) the first day of the first month in which he meets the

requirements of subsection (a),
whichever is the latest;

(4) termination of coverage under this section by the filing of
notice that the individual no longer wishes to participate in the
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hospital insurance program shall take effect at the close of the
month following the month in which such notice is filed;

(5) an individual's entitlement under this section shall termi-
nate with the month before the first month in which he becomes
eligible for hospital insurance benefits under section 226 nf this
Act or section 103 of the Social Security Amendments of 1965;
and upon such termination, such individual shall be deemed,
solely for purposes of hospital insurance entitlement, to have filed
in such first month the application required to establish such
entitlement; and

(6) termination of coverage for supplementary medical insur-
ance shall result in simultaneous termination of hospital insur-
ance benefits for uninsured individuals who are not otherwise
entitled to benefits under this Act.

(d) (1) The monthly premium of each individual for each month
in his coverage period before July 1974 shall be $33.

(2) The Secretary shall, during the last calendar quarter of each
year, beginning in 1973, determine and promulgate the dollar amount
(whether or not such dollar amount was applicable for premiums for
any prior month) which shall be applicable for premiums for months
occurring in the 12-month period commencing July 1 of the next year.
Such amount shall be equal to $33, multiplied by the ratio of (A)

* the inpatient hospital deductible for such next year, as promulgated
under section 1813(b) (2), to (B) such deductible promulgated for
1973. Any amount determined under the preceding sentence which is
not a multiple of $1 shall be rounded to the nearest multiple of $1, or
if midway between multiples of $1 to the next higher multiple of $1.

(e) Payment of the monthly premiums on behalf of arny individual
who meets the conditions of subsection (a) may be made by any pub-
lic or private agency or organization under a contract or other
arrangement entered into between it and the Secretary if the Secre-
tary determines that payment of such premiums under such contract
or arrangement is administratively feasible.

(f) Amounts paid to the Secretary for coverage under this section
shall be deposited in the Treasury to the credit of the Federal Hos-
pital Insurance Trust Fund.

Part B-Supplementary Medical Insurance Benefits for the Aged
and Disabled

Establishment of Supplementary Medical Insurance Program for
the Aged and the Disabled

Sec. 1831. There is heieby established a voluntary insurance pro-
gram to provide medical insurance benefits in accordance with the pro-
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visions of this part for aged and disabled individuals who elect to
enroll under such program, to be financed from premium payments
by enrollees together with contributions from funds appropriated by
the Federal Governmient.

Scope of Benefits

Sec. 1M32. (a) The beliefits p~rovi(led to an individual by the insur-
ance program established by this part shall consist of-

(1) entitlement to have payielnt made to him or on his behalf
(subject to the provisions of this part) for medical and other
health services, except tho:e desc.ril•ed in sil paragraphs (B) and
(I)) of paragraph (2) ; and

(2) entitlement to have p)aynment inade on his behalf (subject to
the p)rovisiomis of this part) for-

(A) home health services for up to 100 visits during a
calendar year;

(B) medical and other health services furnished by a
provider of services or by others under arrangement with
themt made by a provider of services, excluding-

(i) physician services except where furnished by-
(I) a resident or intern of a hospital, or
(II) a physician to a l)atiellt in a hospital which

has a teaching programn approved as specified in
paragraph (6) of section 1861(b) (including serv-
ices in conjunction with the tea.-hing programs of
sUCh hospital whether or not. such patient is an in-
l)atient of such hospital). unless either clause (A)
or (B) of paragraph (7) of such section is met, and

(ii) services for which payment may be made pur-
sumant to section 1835(b) (2) : and

(C) outpatient physical therapy services, other than serv-
ices to which the next to last sentence of section 1861(p)
appllies: and

(I)) ru ral health .cliiiic .ervic.s.
(b) For definitions of "spell of illness". "medical and other health

services ". and other terillns used in this part, see section 1861.

Payment of Benefits

Sec. 1833. (a) Except as provided in section 1876, and subject to
the succeeding provisions of this section, there shall be paid from the

Federal Supplementary Medical Insurance Trust Fund, in the case of

each individual who is covered under the insurance program estab-

lished by this part and incurs expenses for services with respect to

which benefits are payable under this part, amounts equal to--

' Subsection (a) was amended by section 1 (a) of P.L. 95-210.
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(1) in the case of services described in section 1832(a) (1)-
* 80 percent of the reasonable charges for the services; except that

(A) an organization which provides medical and other health
services (or arranges for their availability) on a prepayment
basis may elect to be paid 80 percent of the reasonable cost of
services for which payment may be made under this part on
behalf of individuals enrolled in such organization in lieu of 80
percent of the reasonable charges for such services if the orga-
nization undertakes to charge such individuals no more than 20
percent of such reasonable cost plus any amounts payable by them
as a result of subsection (b), (B) with respect to expenses in-
curred for radiological or pathological services for which pay-
ment may be made under this part, furnished to an inpatient of
a hospital by a physician in the field of radiology or pathology,
the amounts paid shall be equal to 100 percent of the reasonable
charges for such services, (C) with respect to expenses incurred
for those physicians' services for which payment may be made un-
der this part that are described in section 1862(a) (4), the amounts
paid shall be subject to such limitations as may be prescribed by
regulations, and (D) with respect to diagnostic tests performed
in a laboratory for which payment is made under this part to the
laboratory, the amounts paid shall be equal to 100 percent of the
negotiated rate for such tests (as determined pursuant to subsec-
tion (g) of this section),

(2) in the case of services described in section 1832(a) (2) (ex-
cept those servicess described in subparagraph (D) of section 1832
(a) (2))-with respect to home health services, 100 percent, and
with respect to other services, 80 percent of-

(A) the lesser of (i) the reasonable cost. of such services, as
determined under section 1861 (v), or (ii) the customary
charges with respect to such services; or

(B) if such services are furnished by a public provider of
services free of charge or at nominal charges to the public,
the amount determined in accordance with section
1814(b) (2) ; or

(C) if such services are services to which the next to last
sentence of section 1861(p) applies, the reasonable charges
for such servic•.•

(3) in the case of services described in section 1832 (a) (2) (D),
80 percent of costs which are reasonable and related to the cost of
furnishing such services or on such other tests of reasonableness as
the Secretary may prescribe in regulations, including tho-se author-

* ized under section 1861(v) (1) (A).'

1 Subsection (a) wau amended by section l(b) of P.L. 95-210; see also section 1(c) of
that law which Is printed in this document on p. 802.
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(b) Before applying subsection (a) with respect to expenses in-
curred by an individual during any calendar year, the total amount
of the expenses incurred by such individual during such year (which
wouhl. except for this subsection, constitute incurred expenses from
which benefits payable under subsection (a) are determinable) shall
be reduced by a de(luctible of $60; except that (1) the amount of
the deductible for such calendar year as so determined shall first be
reduced by the amount of any expenseIs incurred by such individual
in the last three months of the preceding calendar year and applied
toward such individ-ual's deductible under this section for such pre-
ceding year. and (2) such total amount shall not include expenses
incurred for radiological or pathological services furnished to such
individual as an inpatient of a hospital by a physician in the field of
radiology or pathology. The total amount of the expenses incurred by
an individual as determined under the preceding sentence shall, after
the reduction specified in such sentence, be further reduced by an
amount equal to the expenses incurred for the first three pints of
whole blood (or equivalent quantities of packed red blood cells, as
defined under regulations) furnished to the individual during the
calendar year. except that such deductible for such blood shall in
accordance with regulations be appropriately reduced to the extent
that there has been a rel)lacement of such blood (or equivalent quaii-
tities of packed red blood cells, as so definedd) ; and for such purposes
blood (or equivalent i, jantities of packed red blood cells, as so defined)
furnished suclh individual slall I)e deemed replaced when the institu-
tion or otler person furnishing such blood (or such equivalent quanti-
ties of packed red blood cells, as so defined) is given one pint of blood
for each pimnt. of blood ( or equivalent quantities of packed red blood
cells, as so defined) furnished such individual with respect to which

a deduction is made tin(ler this sentence.
(c) Notwithstanding any other provision of this part, with respect

to expenses incurred in any calendar year in connection with the treat-

ment of mental. psychoneuirotic, and personality disorders of an indi-

vidual who is not an inpatient of a hospital at the time such expenses

are incurred, there slall be considered as incurred expenses for pur-

poses of subsections (a) and (b) only whichever of the following
amounts is the smaller:

(1) $312.50, or
(2) 621/2 percent of such expenses.

(d) No payment may be made tinder this part with respect to any

services furnished an individual to the extent that such individual is

entitled (or would be entitled except for section 1813) to have pay-

ment made with respect to such services under part A.
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(e) No payment shall be made to any provider of services or other
* person under this part unless there has been furnished such informna-

tion as may be necessary in order to determine the amounts due such
provider or other person under this part for the period with respect to
which the amounts are being paid or for any prior period.

(f) (1) In the case of durable medical equipment to be furnished an
individual as described in section 1861(s) (6), the Secretary shall
determine, on the basis of such medical and other evidence as he finds
appropriate (including certification by the attending physician with
respect to expected duration of need), whether the expected duration
,f the medical need for the equipment warrants a presumption that
purchase of the equipment would be less costly or more practical than
rental. If the Secretary determines that such a presumption does exist,
he shall require that the equipment be purchased, on a lease-purchase
hasis or otherwise, and shall make payment in accordance with the
lease-purchase agreement (or in a lump sum amount if the equipment
is purchased other than on a lease-purchase basis); except that the
Secretar) may authorize the rental of the equipment notwithstand-
ing such determination if he determines that the purchase of the equip-
ment would be inconsistent with the purposes of this title or would
create, an undue financial hardship on the individual who will use it.

(2) with respect to purchases of used durable medical equipment,
* the. Secretary may waive the 20 percent coinsurance amount applicable

under sl,.,ection (a) whenever the purchase price of the used equip-
ment is at least 25 percent less than the reasonable charge for com-
parable new equipment.

(3) For purpose,: of paragraph (1), the Secretary may, pursuant
to agreements made with suppliers of durable medical equipment,
establish reimbursement procedures which he finds to be equitable,
economical, and feasible.

(4) The Secretary shall encourage suppliers of durable medical
equipment to make their equipment available to individuals entitled
to benefits under this title on a lease-purchase basis whenever
possible.'

I Subsection (f) was amended by section 16 of P.L. 95-142.
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tary finds such equipment would be used for such individual's- medical
* treatment, except that (A) payment may be made in a lump sum

if the Secretary finds that such method of payment is less costly or
more practical than periodic payments, and (B) with respect to pur-
chases of used equipment the Secretary is authorized to waive the 20
percent coinsurance amount applicable under subsection (a) whenever
the purchase price of such equipment is at least 25 percent less than
the reasonable charge for coinpiirable new equipment.

(2) In the case of rental of durable medical equipment, the Secre-
tary may, pursuant to agreements made with suppliers of such equip-
ment, establish any reimbursement procedures (including payment on
a lump sum basis in lieu of prolonged rental payments) which he finds
to be equitable, economical, and feasible.

(g) With respect to diagnostic tests performed in a laboratory for
which payment is made under this part to the laboratory, the Secre-
tary is authorized to establish a payment rate which is acceptable to
the laboratory and which would be considered the full charge for such
tests. Such negotiated rate shall be limited to an amount not in excess
of the total payment that would have been made for the services in the
absence of such a rate.

(g) In the case of services described in the next to last sentence
of section 1861(p), with respect to expenses incurred in any calendar

* year, no more than $100 shall be considered as incurred expenses for
purposes of subsections (a) and (b).

Limitation on Home Health Services

* Sec. 1834. (a) Payment under this part may be made for home
* health services furnished an individual during any calendar year only
for 100 visits during such year. The number of visits to be charged for
purposes of the limitation in the preceding sentence, in connection
with items and services described ia section 1861 (in), shall be deter-
mined in accordance with regulations.

(b) For purposes of subsection (a), home health services shall be
taken into account only if payment under this part is or would be,
except for this section or the failure to comply with the request and
certification requirements of or under section 1835(a), made with
respect to such services.

Procedure for Payment of Claims of Providers of Services

Sec. 1835. (a) Except as provided in subsections (b), (c), and (e),
payment for services described in section 1832(a) (2) furnished an
individual may be made only to providers of services which are eligibleB therefor under section 1866(a), and only if-
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(1) written request, signed by such individual, except in cases
in which the Secretary finds it impracticable for the individual
to (1o so. is filed for such payment in such form, in such manmer
and by such person or persons as the Secretary muay by regula-
tion prescribe, no later than the close of the period of 3 calendar
years following the year in which such services are furnished
(deeming any services furnished in the last 3 calendar months
of any calendar year to have been furnished in the succeeding
calendar year) except that, where the Secretary deemis that effi-
cient administration so requires, such period may be reduced to
not less than 1 calendar year; and

(2) a l)hysician certifies (and recertifies, where such services are
f furnished over a period of time, in such cases, with such frequency,
and accompanied by such supporting material, al)l)ropriate to the
case involved, as may be provided by regulations) that-

(A) in the case of home health services (i) such services
are or were required because the individual is or was confined
to his home (except when receiving items and services referred
to in section 1861 (m) (7)) and needed skilled nursing care ou
an intermittent basis, or physical or speech therapy, (ii) a
plan for furnishing such services to such individual has been
established and is periodically reviewed by a physician. and(
(iii) such services are or were furnished while tie indivi(lI~aI
is or was under the care of a physiciall;

(1B) in tie case of medical anid other health services except
services described in subparagraphs (B). (C), and (I)) of
section 1661 (s) (2), such services are or were iiedlicalil 0-
quired: and

(C) in the case of outpatiemnt physical therttpy services,
(i) such services are or were required because the individual
needed physical therapy services, (ii) a plan for furnishing
such services has been established, and is periodically re-
viewed by a physician, and (iii) such services are or were
furnished while the individual is or was under the care of a
physician

(D) in the case of outpatient speech pathology services, (i)
such services are or were required because the individual
needed speech pathology services, (ii) a plan for furnishing
such services has been established and is periodically reviewed
lby a physician, and (iii) such services are or were furnished
while the individual is or was under the care of a physician.

To the extent provided by regulations, the certification and re-
certification requirements of paragraph (2) shall be deemed satisfied
where at a later date, a physician makes a certification of the kind
provided in subparagraph (A) or (B) of paragraph (2) (which-

430



See. 1835(c)

ever w0ouhl hnave applied), but only where such certification is

* accolnpanied by such medical and other evidence as nay be required
by such regulations. For purposes of this section, the termn "provider
of services" shall include a clinic. rehabilitation agency, or public
health agency if. in the case of a clinic or rehabilitation agency, such
clinic or agency meets thie requirements of section 18 6 1 (p) (4) (A),
or if, in the case of a public hieattlth agency, suchl agency meets the
requirements of secion 1861 (p) (4) (1B). but only with respect to the
furnishings of oidtpatienit physical therapy services (as therein
defined).

(b) (1) Paymenemit nmay also 1 o made to any hospital for services
described ill svvtlol 1in (;i (W) f l nished as an outpatient service by a
hospital or Ib" (,thlels tinder arr::ageilients made by it to an individual

entitled to bl.nelits nd(er this part even though such hospital does
not have ,in :t'ienet in effect tmitder this title if (A) siich services
werPo eiiergelicy Ner ice-.. (13) the Secretary would be required to
Make s.cehl pfaymmet if tbe hiosJpital lhad such all agreement in effect
an1d otherwise mlet tile conditions of payment, hlereunder, and (C)
SucIhl ]Iosjital ]h.aS illadle aln election pursuant to section 1814(d) (1) (C)
with respect to the calendar year. in which such emergency services
:1re Irovide(d. Such'] laylillelts shall be made only in the amounts pro-
vided tIldelr se-ttion iý33 a) (2) and then only if such hospital agrees

* to comply,.v. with reispect to tihe emergency services p rovided. with the
provisions of section 1,660(0).

(2) P aynmenit may also be madle en the basis of all itemized bill to
an in 1ividual for services described in prarafzlalp (1) of this sub-

se't ion if ( A) payinment cannot bwe made trnder such paragraplh (1)
solely because tei. loslital does not elect, in accordance with section
114 d () 1 ) (C ). to claiti suclh l)aynients and (13) such individual files
:llh,':at ioll (Sulbmlitted within such t ine and in such form and man-
Mer. :111dh(1 c'itailtimi :111(i slupported by such information as the Secre-
tarv shall li" reI) githtiols prescribe) for reilmlburseiiient. The amounts

payable tinder thfis paragraph shall, subject to the provisions of sec-
tion Ps,.,i be equal to SO percent of the hospital's reasonable charges

for such services.
(c) Notwithjstand~lingz th)e provisions of this section and sections

S32_. 1•33, and 1SiG( a) (1) (A). a hospital may. subject to such limi-
tations as lila*; be presvribed ,y regulat ions. collect from all individual
tile customary charges for services specified in secton 1861(s) and
furnished to him by such hospital as an outpatient. but only if such
charges for such services do not exceed the applicable sliumplemnentary
medical in-stiramice deductible. and sulih customary charges shall be
regarded as expenses incurred by such individual with respect to which

jf benefits are payable in accordance with section 18333(a) (1). Payments
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under this title to hospitals which have elected to make collections
from indliviultIals in ,'tcor(lane with the plreceding sentence shall be
adjusted lwriodicailly to place the hospital in the samne position it
would have 1bteen liad it instead beneii ci(iiiursd ill accordanlce with
sect ion I:183 (a ) (2).

(d) Subject to section lSS1). no payment may ]v made under this
part to any Federal provider of .services or other Federal agency,
except a provider of servicess which the Secretary determlines is pro-
vidinig servicess to the public generally as a community in.-titution or
agrency- and no such payment may be made to ani provider of -ervices
or other pensomi for any item or .-ervice which such provider or ji-.•om
is obligated bv a law of. or a contract with, the U nited States to render
at; public expense.1

(e) For pturp•tsises of st'rvies (1) which are inlpatienmt hospital
services lby reasot of iaragrapJhP ( 7) of section iNUN(b) or for which
ent it ltllltt exists Ic 1 ,S " reason (if c'laus ( I I) of section 1832 (a) (2) (B)
(i), .1ld ('2) for wlhici the rvasoiial)le cost thereof is determined under
section 11s;i (v) ( 1 1()), l•j.avyme't under this part shall be niade to
such fluld as illav 1, dlesignlat t'I JyV thme organiize(l medical stair of
tile hospital inl which sut'ch services were furnished or. if slcih services
were furi'nisheld in .-uch hlo.suitial bi % tile facility (If a mImedical .chtool.
to such filuld as 11ay be di'sigliatcd by such faculty, but only if-

(1) Such Il(. slitil I as .1115 -legret'lliellt wit h tihe Se. rotary mider
section( sIUt;, 6amd

('2) tihe Secret'ary ha.-, received writtu, n as.-uralnces that Such
avmiit'llt will be tsed be y Iuicb ftini solely for the i Iiproi'TmieIit

of care to paiitiJents il such hospital (wr for educational or cliari-
taleh, plurpo.cs a•id ( l tle Indi'viduals who .ere furnished such
. lceric..,N :"iiy ot01 .ri' l41 '.11, s will m it be charged f,,r :umcli s'vices

o,,r if cli rge, i lproviin wi ll e nide for ietu'ti for alny illmoneys
ii'ot'rrct 1* 'cl let ed ).

Eligible Individuals

Sec. 1836. Every individual whIo--
1) is ''litilhlt' to Ito, uital iin.su, raI.ice Ii .ielils •idhr lpait A. or

t2') has att a imi.e ge, (i5 .i(1 is a r-t-'ieht (if tlie I'nite,! St:Ltes.
am1id is 'itlher (A ) 1: citizi'n oir (B ) an alien lawfully admtittedl for
lj ermtiaielit ri'sidt'ilce who I1as re..ided in t le I'nited States ct'it itiln-
()Itsly (1i-r•1i1 tile' ;, yvars iniiillei:ittly lrectcdiim,_, the nioith in
which lie alppies for cnrollimnt muder this part.

is eligible to eilroll in] the iitLuruance pIrogi ali established d liy tis part.

1 Subsection 4 d) was awtuded by section 40 1 (a) of P.L. 94-437.
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Enrollment Periods

* Sec. 1837. (a) An indiididiil ,uiay enroll in the in.-+uratll.e pro.,ranli
estabilisheld Ivy this part mlly" in such Itu1luier :alud foruti :as may lbe pie-
serili,,I Ly r-c-ulatiutt. lolls. a nd o llyi•ig an fllnrollnkiiltl period lp,-
e'ri id in or u1uihler this .•,,.tion.

(b) No individual uina enroll un der tlui,. part nmore than twice.
(c) In tile c'ase of iidiv'i.lu-ls who first sati.-fy parar'ijh (1) or

(2) of s.c'tion is;A; he fort..' iIlicl 1. 11.166. the illitiaIl general ellroll-
,ti'ult le'riod slull 1,,.ivri oil the li,.t (lay of the .- cZi'oud iontlit which

beIEginjs after the ',lati. ,f ct'.tictunct of this title and shall etid on May 31,
1966. For i)lirl.ses of this .ui,-.-ctioll anid silbhscction (d), an ill-
dividlutil wvho hIas attained i age (;. and who 1atisfies paragraph (1) of
sclition P36; hut not pa r:igraph (2) of such section shall be treated
s sati.-fyitg .i-cll paragraph (1) on the first day on which lie is (or

on filing :l loi,.iion %vcu1id have been) entitled to hIospital ii'suralnce
benefits 1iuidetr lpatl A.

(d) In thie cn'e of anl imulividtlal who tir.-t szatisfi's paragraph (1)
or (2) of st'ct.ioi 3 oni orr after March 1. 19A6. his initial enroll-
ullent period shall begin on the first day of the third month before the
month in which he first sat isfies such plragraphs and shall end seven
utwuitlhs later. Where thle St'cr'tarv finds that an individual who has
* att:iined a,:w - G5 failed to ('01roll u|l "er this part during his initial en-
rollhient period Iba.-ed oil a (dcteruulinlation Io y the Secretary of the
n11ou1th i:n which s•ch inlividual attainti( age 6-5). because such ill-
dividual (relying )In dociu|it'ntamy evidence) was mistaken as to his
correct date of birth. the Secretary shall establish for such individual
an initial vinrollncitnt lperiod based on his attaining age 6;5 at the tilme
shown In :tMiclh d'tillv]ititary evidence (with a coverage period deter-
mined uidther section 1,T3h as though lie had attained such age at that
tinie).

(e) There :-hltl ibe a g 'neral venu'ollnecitt period, a-fter tile period
describ•'d in .sI-b,,wctio ') . d(urilg the period Ibt'giuiuing ou .Janua,'y 1
and ending onj March :1 of eact'r]l beginning with 1)69.

(f) Any iul(ividlua|l-
( 1) whIio is 'l%3igible uu|ih'r sec'tiou I SI to enroll in the medical

ij|':u|ra-ae pltl' tr'aulii 11%" rea.-onl of ent it le1Ulent to hospital iisurauuce
benefits as described in )aligrall•h (I) of stich bectioli. alnld

(2) whose initial t'nrollnit.ut period under subsection (,d)
begins after March 31. i973. and

(3) who is residing ini the IUnited States. exclusive of Puerto
lRico.

shall be deemed to have enrolled in the medical insurance program
• established by this part.

21-746 0 - 71 - 33
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(g) All of the provisions of this section shall apl)1y to individuals
satisfying subsection (f), except that-

(1) in the case of an individual who satisfies subsection (f)
by reason of entitlement to disability insurance benefits describe-d
in section 226(a) (2) (B), his initial enrollment period shall
begin on the first day of the later of (A) April 1973 or (B)
the third month before the 25th consecutive month of such entitle-
ment, and shall reoccur with eavch continuous period of eligibility
(as defined in section 1839(e) ) awl upon attainment of age 63;

(2) (A) in the case of an individual who is entitled to monthlv
benefits tunder section 202 or- 223 on the first day of his initial
enrollmeiit. period or }becomlies entitled to mouthily benieits under
section 21)2 during thle Iirst "I niontlhs of suc'h period, his enroll-
mneit shall 1b. deemed to have occurred in the third month of his
initial enrolliiteuit period, and

(11) in the case of ain indlividlual who is not etitled to eene-
fits nd•elr section 20'2 on tle first day of his initial enrollment
period al Id dos not becoume :io cittitled luringg the first :1 months
of such period, his cir'•olhinetit :l1all be deeilid to have occurred in
the ulxlitml iln which lie filhs the alpplicat ion tstlablis.iulg his entitle-
fnitt to hospital ijsulan,'e h.xu.fits provided such filling occurs
during the last 4 nl,,nths of his initial cirollnueuit period: and!

(3) in the case of all individual who would otherwise Satisfv
sIl,..'ection l f() blt dlot's litot ('-ta.ldishi hits cut titlelit'lit to lho:pit al
illSll'allt'e benefits wiltii aIfter t1w la:4 dav of his initial enroll-
fit-lit period (ais delfilwtd ill Subt ,.ctiott )(d) of this sections), his
ctirolhI.ment shiall 1w decitted to have occulrTed oi the lirAt day of
the earlier of thle then current or iMnmiwdiatel. :, ccvvdimtg g,,ener'al
uIrollNeulit period (as defintld ill ý-tilcvtcoin (e) of this -ct'Ioll).

ih) Il ally ca., where the Secretary a iiids that an individual's
enrollmen1lt or u,,jiitir,,llhuivclt in the i1.,1iura.e ljrogramI establi.-hed lv
this part or part A Iu1u.lmur t to -ectio 1l1 is unintentioal, iua1 -
vertent, or erroneous aud is t he m ,•ult of rtie errolr. uiismvp.lrc(.-,ntation,
or inaction of all officer. employee, or agent of the Federal Govern-
mnent. or its inst ruI(.entalit ics. the Scr'letary mIaV take :uch action (in-
cluding the de:ignation for .-uch idivid intl of a special initial or sub-
semquent, enrollmtent period. with a coverage, period deteim ined on the
basis thereof and with appropriate adju:tuaiemits of pretiuiums) as may
be necessary to 'orrect or eliminate the etfects of such error, misrep-
resentiltion, or inaction.

Coverage Period

Sec. 1838. (a) The period dluuiliuig which amn individual is entitled to
benefits under the insurance program established by this part (herein-
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after referred to as his "coveiaige period") slhall Ibegin fmi whichever
* of the following is the latest

(1) July 1, 1966 or (in tile case of a disabled inldividual who
has not attained age (;5) ,Julv 1. 1973. or

(2)) (A) in the case of all il(fividual wl)o v.lrolls lpursuan:tt to
subsection (d) of .-ction 1Is37 I.foire tile iji•littli in whlich lie first
!atislies p~aragraplh (1) or ('2) of section 1S:6, the first, day of
such niiit ]I, or

(1B) in the case of an inldlividIual whlo enrolls li-:lualnt to suclh
subsection (d) in the Itiontli in whii.h lie first :-atislies suc.l para-
graphi, tile first day of tile molith following tilt, ii(,llli iti whi h
he so enrolls, or

(C) in the case of an individual wlho enrolls P)ursuant to such
sulb.s-ection (d) in the mionthi following tlive montlih in wliclh lie first
batislius Stle'll c l,:ragral)h. the fit'st day of the second nionthi follow-
ing the month in which he so eirolls, or

(D) in the case of an individual wAo enrolls pursuant to such
subsection (d) more t h'n one month following the month in which
he satislies such pa ragiapih, the first day of the t third month fol-
lowing the month in which lie -o enrolls. or

E) in the case of an inldividual who enrolls purstiant to sub-
section (e) of section 1837, the July 1 following the month in
which he so Cn'olls: or

(3) (A) in the case of an individual who is deemed to have
enrolled on or before the last d(ay of the tlird moulth of his initial

i'-rolli•iviet period, the first day of tihe nio1th in which lie first
meivets the apllhicabl, requirements of section 1P36 or July 1. 1973.
wlAiclievver is later, or

(B) in the cat:se of an inldividlal whio is deemed to have enrolled
on or after the first (lay of tie fourth nionth of his initial enroll-
ment period. as prescribed under subparagraphls (B), (C'), (D),
and ( E) of paragraph '.) of this subsection.

(b) -tn itlil ilual's coverage period shall continue until his enroll-
Inelit has IbVen te•'itI nuated-

(1) by lie filinlg of notice tlat tIme ind(iividual 1o longer wishes
to participate in tile insurance plrogralm established by this part,
or

(2) for nonpnayment of li-emliunls.
The termination of a coverage period mider paragraphs (1) shall take
effect at the close ,)f the calendar quarter following the calendar quar-
ter in which the notice is filed. The termination of a coverage period
under paragraph (2) slall take effect on a date determined under regu-
lations, which may be (letermjined so as to provide a grace period in
which overdue premiums may be paid and coverage continued. The
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gira'e period detv'r-fliIetl under the preceding sentei'e shall not exceed
R)0 days; except that it 1n1y be extended to not to exceed 180 days in

.1y case where the Secretaryl determnines that there was good cause for
failure to paY hlle overdile pirvinitiuuis within such 90-day period.

Where a"I ili(lividual whoi is deviied to have enrolled for medical
ilistir:u*:1IjV pl, r-aiiat to se,'tion 1837 (f) files a notice before, the first (lay
of tile iionlt h in which his powerage 'iod legions :idvisin that he
dloe~s lht wvish to lie So( enrolled. tle ter-iilhatil, of tihe covelrVe peri-o
r,..uhlti 1tg fr'oi•l slu'h dhe't-ied etirollnietit shall take (eff(et with the first
day of tlle ljloitli tlet coveraC,'e woiilld have beeti lCe,'ttve and suchll
lintie Shall lt I l;e ,oiisidt-t-ed a disetiri ill.ilit for tile Irlpo.-es of
svcltom 1V,137 II•). W'hvere an iidivilhial who is di.ielvd enrolled for :nledi-

:u1 i ,sl:l-'ie Iiklietits pintrumut to sectionn 1S37( f) tihls a :Ioti,'e requ0t4-
i,. ter% inat io of his deemed coverage in or after tle mIotith in which
s'lch c4-m.ra ._e levoi.'les effective. tlie term' iiationl of s.ch c ,v'er.,e
shi.! I take effect at the ('io.se of tli calendlar quarter following tle cal,.n-
(Lir (ina rter in lliicl, thle notice is filed.
(c) In tlie case of an individual sat isfyiiig )paragraph (1 ) of sect ion

Ss~l; \wloe ciiltithlen enit to hospital illsorance i eief.its ,t nler parit A
is li•.s.,! on, a li:-abilitjy ratlhr tihan on his living :atlaitied tie age of

h;:, his coverage period (and his enrollnent unler tlis part ) shall l!e
Wer iiiiii•ted ais of the clo.s-e of tle last iiionthi for which lie is entitled to
hospital insurance benefits.
(d) No paylmlents mayl be zIiade under this plart withl respect to the

.eXlj .A',s of :anl indiviitial unless such exleiises were inliiIrred by such
11li(vidual during :a lperiodt which. with respect to him, is a covera.Lre
period.

Amounts of Premiums

See. 1839. ( a ) Thel niit hi lv lpreinli o(f each imidividtial enrolled
uttider thlis part for (achi miioith before 196i8 shall be ..3.

(! ) (1) TIh' ,jiwithlly plr.niuni of each iil(livihlia l enrolled tinder
tilis ;part for each •ul•1lth after 1967 and before Jully 1. 1973. shall be
lthe :iiioiiit deterhijiied midti-er i arrapli (2.

(2) Ih'e .ecre'taiv shall, during l)ecember 1968 and of acih year
evidi•if 01)01, lietfore I)ecvialer 31. 1971. hletermniie a:d promiulgate tile
diollar :inu it- l ( whether Or ]lot lll s dc dollarr :mount was applicable for
premiums for any prior nioith) which shall be applicable for pre-
miluulis for mloithis ocurrimig in thle 1-niKuth Iierio conmiie'ciuig
. uly 1 ill each s,',reedii .year. Suich dollar aiuoutit, slhall be sueh
amuoiulit as lie Secretary" estiiiiates to be uiece,,,ari" so thai lie a:ggregate

premiums for such 12-month period will equal one-half of the total of
the benefits and adlministrative costs which he estiuiiates will be pay-
able from the Federal Supplementary Medical hlsirance Trust Fund
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for smhll i12-mInltl lwrio(I. III t-stiliiit Ili -,..creuate lviiefits payable for

5 :uiy periol. tli( Secretatry Slall include :iI alqp, opriate aillit for a

Wctiiit ii~ZeIiC ni:ir,_,i2i. Wl'ttiiever tile Sect'retarv. lpUiislialit to the pri'cel-

Inlg .-cliti'le. pll)iihgates tlie do llar anlliohlit wliili shall Ixe aplpi,'able

for lwrt'niiiurs for :il. period. ]I- ,all. at the tilite s,'l lproiiiii1at ion

is :i1iiit~l,.iswd. is:- Ie a publi' st:Itt.nielit Settiiti fort l the act tuanil as-

stilzptionts atnd Ih:isv.s empiloyted by him in arriving at the amount of
1).l~l'Cltillst'. so lpr•itlll'ated.

(c') (I) The Sevcvt:ary .shall. duirintg l)eemiler of 197i2. midl (of each

Year tijercafit.r. ( lto'riiI i tite ioii lil" Itjn'arial Iate for eIIrollc.s age

.i. d : (•V(! I* tr W\ Vhi sliall 1 :Ixlpplicabule for tite 12-niuitt le.riod com-

CIIiei.i.,ii .11 ,iy 1 11 t li sit't'teedilig year. Stich actiarial rate :hall be the
alii~ii~ iit thit' . it'' ctl'V. v.-,illiattvs to he, f Ite. -:-arV .-o tliIt tint' :i.g, r'•'.1.e

:lli(Jhillit for" .-I'] 12-iollitlt periodI %itlh rslspect to tlo*.'e tlIrollees age {r 5

:lt1 over will c jita l ,,mi-half of tihe total tf tlit' I,,llits alid adiliiistita-
t i -e c,•Ss W1-W.l Hi lie:tte:- will i% bIe.pyalble f'ni tit'e Eticral Si•plle-
Inviiltary Medi'al Insitrance ''riiist F]"lid for ,;r\vice's pterfornmetld ultd

related atetl ~ ini.-trative t.,o:ts im,'1rre, iln sti'li 12-iiln)iit It period. In ('al-
4.1111ttilld tit(e •tlon~tilly :ctlmiatl'lalrae. tihe S"ecretar%" -11:11! include anI

:tJrollriatte allitlllt for a ,'olitililygtiiV lrliazii.

(2) 'ilet' hiintoll'ly p•eni in of vt'ah iiitlividual enrolled under this
part for v.ac'1 iiolithi after .Juine 1973 shall. except as provided in sub-

* sect ion ( d). be t lit. ai:1ioilt determined mid(r paragali (3).

(3) Ti'l St'v'etari shall, during I )cltr'nil er of 1972 anLd of caic year
tit'reafter. d(tttrl-1111. alid l pro,1iigaate the Ilolithlyprtniuli aupplicable
for the itl idivitluals (.11r1olle(l ij:ther t his part for the 12-iiioiitl period

IOil2Jit'ii 4 II ill tiit' slittl i ea'. lTe niloithly prenilliul shall
be &pljal to tite' .-sIallcr of-

A. ) the] nionthil ac:tuarial rate for :'iirollet a C.-e 5 and over.
ileternmiied ac.ortliog to jlar:Igralh ( I ) of t iis sluhsectiion. for that
12-n•i•oth Iperiod. or

1B) tit(. 'lifltlitl lurt',iViiiiii rai jae ii'-t tt1tlit lplvriiiiilgatetd Iby
tilt' Secretariy lmiilh.r ti l pll'ta ph. iii'acc 1by" a pvlt'i'''iiti(e

tletetriiilietl a:- fol]lo,:- 'hi", t'ttl'V :hial I a-cl'e' al r v tile prilia'ry

ill.:-l'tllt'e aiiio,,lit t'iiihlit~t',l iii46.r :cl m ,IO 21-, ta 1 (1 ). a:--'ul iipon
a tel'le ind(Jetxd1 liiouithlv elarniii.- ,,f c. that ap•lied to iiidi-
vidual.-, who I can i el igiilte for anti etnt itlt' to old-ag, in:uraii'e

htellefit.s on May 1 of the year of tile proiiiulgatioi, lhiatl in-

c'(' ..e tint' iioiitilly 1relil.• rate 1 h :tit( e j-t'rt'lt-Iagt' li, w\v]ich
that primiiarry ill.il'il.e aillillit i.-iii'rea-t'd wheln. b•." ea.- in of t lie

jaw ill effect at the tinie tile promiiulgat ion is niale. it i:- so co.,lm-
puted to apply to those individuals on the following May 1.'

""uh ip.aragraIPh (iS) eas amended by section :.05iee of I'.L. *3- "16. effective u ith rt-lmect
to social security benefits payable for months after Dev'ember 1!07S.
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Whenever the Secretary pronulgates the dollar amount which shall
he applicable as the monthly prenitim for any period, lie slhall, at the
tien such pronuulgaticn is announced, issue a public statement setting is
forth the atctuarial assumptions and lba:.es employed by hlim in arriving
at. the aniotint of an adequate actmarial rate for enrollees age 65 and
o er as provided in paragraph (1) and the derivation of the dollar
alhlioiIits .ptiified in this paragraph.

(4) ''lh Seretary slall also. during l)et'enlI.r of 1972 and of each
year thereafter, determine tihe ilioltlily actuarial rate for diabhled en-
rollhes minder age (;; which hall 1 lie aIllic'able for tle, I2-monthllt period
conimemclliJIg IIly 1 in tile st•,t eedillg yetar'. Suc'h actuarial rate slhall
ibe tlie aitiotilit tlie se".ietarv estiniates to lie mttce.-sary so that the ag-
gregate alIuoimit for •.1i']i 12-"iontlt period within respect to dlisal]ed enh-
roller, tinder aoe G5 will equal oie-hialf of the total of thle belnefits anld
adhiiiiitrative costs wljidi lie estinmates will be inictirred in the:
Federal S;utppleuienitary Medical In.-ut'atice Trust Fund for such 12-
ioitali period withI respect to Stlch (,lillevs. Ill calchulating tlie

iiiolitilly acttarhal rate unrit.r this paragraph. the Secretary slhla ill-
cdude an alppropriate amount for a contingency margin.

(d) In the 'a.e of aii inidlividual whose ,'overage period began pur-
suaiit to an e.nrolilnieit after Ihis iniitial enirollmeiunit period (determined
pusuianit to subsection (c) or (d) of section 1,37), the monthly pre-

lillum (leterl'lined indelr subsection (b) o(r (c) sliall be inrcleased by
10 percent of tile monthly pretniuni so deteruiiined for (ach full 12
montlis (in the same conltinlotis period of eligibiliy) in which he

could have been but was not enrolled. For plrl)Op's of tile preceding
seelt(.e-e, there shall be taken into ai(.Ouiit (1) tlie months which
elapsed bet wen tile close of his initial enrollment period and the close
of the enrollmnent period in which lie enrolled. l1us (in the case of an
individual who enrolls for a second time) (2) the months which
elapsed bet ween the date of the termination of his first coverage period
and the close of the enrollment period ini which lie enrolled for the sec-
ond time. Any increase in an individual's montlily premtium uider the
first sentence of this subsection with respect. to a particular coni-
tinuous period of eligibility shall not be applicable with respwt to any
other continuous period of eligibility which such individual may have.

(e) If any monthly premiium deteriiiind under the foregoing pro-
visions of this section is not a multiple of 10 'ents. such prenliium shall
be rounded to the nearest multiple of 10 cents.

(f) For purposes of subsection (c) (and section 1837 (g) (1)), an
individuals "continuous period of eligibility" is the period beginning

with the first day oil which lie is eligible to enroll under section 1836
and ending with his death; except that any period during all of which
an individual satisfied paragraph (1) of section 1836 and which termi-

1 Subsection Wc) (3) was amended ty section 104 of Public Law 94-182.
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nated in or before the month preceding the month in which he attained
Sage ii, shall Ibe a separate "'contintious period of eligibility' with re-

spect to such individual (and each such period which tetminates shall
be deemed not to have existed for purposes of sube.queIlltly applying
this se "tion).

Payment of Premiums

Sec. 1810. (a) (1) Ini the case of an individiial who is entitled to
monthly benefits under section 20: or 223. his monthly premniuiis
under tils part slall (except as provided in subsections (b) (1) and

.c) ) be collected by deducting the amount thereof from the amount
of such monthly benefits. Such deduction shiall be made in such manner
anlll at such times as the .Secretary slall by regulation prescribe.

(2) 'l1t' S,?cretary of the "l'ruasurv shall. from time to time, transfer
from the Federal Old-Age anid Survivors Ilislirmaice Trust Fund or the
Federal lDisalility Inursimce Trist Fund to tihe Federal Supplemen-
tarv Medical l nsu rance 'rtiu.t F1a' l( the aggregate amitount deducted
under paragraph (1) for the period to which such transfer relates
from benefits under sectiion 202 or 223 which are payable from such
Trust Fund. Such tri:isfer shall lie made onl the basis of a certification
biv the Secretary of Health. l2tlucatioi. and Welfare and shall be
appropriately adjusted to the exteit that prior transfers were too

* great or too small.
(b) (1) In the case of an iiiduividhal who is entitled to receive for a

nionth an amnuityv under the Ralilroad lRetirement Act of 1974
( whether or not such individual is also entitled for such month to a
1mioilthly imlisli Ic'l leellefit unttdelr section "-_o2). his monthly premiums
tilider tlhis part Aiall (except as lprovideld in !ub-ection (c) ) be col-
lected bv deductilli the almiount thereof from such annmity or pension.
Sulch deduction shall be made in st'ch inmianr a-ad at such times as
tihe Secret ary shall ,by regulati,('Il wt•'ribe. Sucli regulations shall
Ie lr •,.ribied only after com.-mtltation wit the Railroad Retirement
Board.

(2) The Secrectary of the l'rea•-ury shall. from time to time. trans-
fer from the lRailroad Rettiremeit Accomit to the Federal Supplenmen-
tarv Medical Insuramice T'rus:t Fund the tgrer,-gte amount deducted
nulider paragrap)h (1) for the period to wAhich such transfer re-
lates. Such traiisfevr shall be imade on the basis of a certification by
the Rlailroad Retirement Board and shall lie appropriately adjusted
to the extent that prior transfers were too great or too small.

ic) If an individual to whom subse-'tion (a) or (b) applies esti-
mates that the amount which will be available for deduction under
such subsection for any preniulmm payment period will be less than

* the amnowit of the monthly lpremiums for itich period, lie may (under
regulations) pay to the Secretary such portion of the monthly pre-
iniUls for such period as lie desires.
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(d) (1) In the case of an individual receiving an annuity under
subchapter III of chapter 83 of title 5, United States Code, or any
other law administered by the Civil Service Commission providing
retirement or survivorship protection, to whom neither subsection (a)
nor subsection (b) applies, his monthly premiums under this part
(and the monthly premiums of the spouse of such individual under
this part, if neither subsection (a) nor subsection (b) applies to such
spouse and if such individual agrees) shall, upon notice from the Sec-
retary of Health, Education, and Welfare to the Civil Service Com-
mission, be collected by deducting the amount thereof from each
installment of such annuity. Such deduction shall be made in such
manner and at such times as the Civil Service Commission may deter-
mine. The Civil Service Commission shall furnish such information
as the Secretary of Health. Education, and Welfare may reasonably
request in order to carry out his functions under this part with respect
to individuals to whom this subsection applies. A plan described in
section 8903 of title 5, United States Code, inny reimburse each an-
nuitant enrolled in such plan an amount equal to the premiums paid
by him under this part if such reimbursement is paid entirely from
funds of such plan which are derived from sources other than the
contributions described in section 8906 of such title.

(2) The Secretary of the Treasury shall, from time to time, but not
less often than quarterly, transfer from the Civil Service Retirement
and Disability Fund, or the account (if ainy) applicable in the case
of such other law administered by the Civil Service Commission, to
the Federal Supplementary. Medical Insurance Trust Fund, the aggre-

gate amount deducted under paragraph (1) for the period to which
such transfer relates. Such transfer shall be made on the basis of a
certification by the Civil Service Commission and shall be appropri-
ately adjusted to the extent that prior transfers were too great or too
small.

(e) In the case of an individual who participates in the insurance
program established by this part but with respect to whom none of
the preceding provisions of this actionn applies. or with respect to
whom subsection (c) app)lies, the premiums shall be paid to the Sec-
retary at such times, and in .:uch manner, as the Secretary shall by
regulations prescribe.

(f) Amounts paid to the Secretary under subsection (c) or (e) shall
be deposited in the Treasury to the credit of the Federal Supplemen-
tary Medical Insurance Trust Fund.

(g) In the case of an individual who participates in the insurance
program establis!,od by this part, premiums shall be payable for the
period commencing with the first. month of his coverage period and
ending with the month in which he dies or, if earlier, in which his
coverage under such program terminates.
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(11) 11 the case of an individual who is enrolled under the program
established by thiis part as a niember of a coverage group to which an
agreement with a State entered into pursuant to section 1843 is
applicable, subsection (a), (b), (c). and (d) of this section shall not
apply to his monthly prenlium for any month in his coverage period
which is uetermined under section 1843(d).

Federal Supplementary Medical Insurance Trust Fund

Sec. 1841. (a) There is hereby created on the books of the Treasury
of the United States a trust fund to be known as the "Federal Supp1le-
mentary Medical Insurance Trust Fund" (hereinafter in this section
referred to as the "'Trust Fund"). The Trust Fund shall consist of
such gifts and bequtsts as may be made as provided in section 201
(i) (1), and such amounts as may be deposited in, or appropriated
to, such fund as provided in this part.

(b) With respect to the Trust Fund, there is hereby created a body
to be known as the Board of Trustees of the Trust Fund (hereinafter
in this section referred to as the 'Board of Tru.,tees") compoed of the
Secretary of the Trea.ury, the Secretary of Labor and the Secretary
of Health. Education, and Welfare. all ex oflicio. The Secretary of the
Treasury shall be the Managing Trustee of the Board of Trustees

* (hereinafter in this section referred to as the -Managing Trustee").
The Comui.,sioner of Social Security shall serve as the Secretary of
the Board of Trustees. The Board of Trustees shall meet not less
frequently than once each calendar year. It shall be the duty of the
Board of Trustees to-

(1) Hold the Trust Fund;
(2) Report to the Congress not later than the first day of April

of each year on the operation and status of the Trust Fund during
tile preceding fiscal year and on its expected operation and status
during the current fiscal year and the next 2 fiscal year:"

(3) Report immediately to the Comugre.s whenever the Board
is of the opinion that the autount of the Trust Fund is unduly
small; and

(4) Review the general policies followed in managing the
Trust Fund. and recommend changes in such policies, including
necessary changes in the provisions of law which govern the wav
in which the Trust Fund is to be managed.

The report provided for in paragraph (2) shall include a .tatemnent
of the assets of. and the dlisbursements made from. the Trust Fund
during the preceding fiscal year. an estimate of the expected income
to, and disbursements to be made from, the Tru t Fund during the

* current fiscal year and each of the next 2 fiscal year:. and a statement
of the actuarial status of the Trust Fund. Such report shall be printed
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as a House document of the session of the Congress to which the report
is made.

(c) It shall be the duty of the Managing Trustee to invest such por-
tion of the Trust Fund as is not, in his judgment, required to meet
current withdrawals. Such investments may be made only in interest-
bearing obligations of the United States or in obligations guaranteed
as to both principal and interest by the United States. For such pur-
pose such obligations may be acquired (1) cn original issue at the issue
price, or (2) by purchase of outstanding obligations at the market
price. The purposes for which obligations of the United States may be
issued under the Second Liberty Bond Act, as amended, are hereby ex-
tended to authorize the issuance at par of public-debt obligations for
purchase by the Trust Fund. Such obligations issued for purchase by
the Trust Fund shall have maturities fixed with due regard for the
needs of the Trust Fund and shall bear interest at a rate equal to the
average market yield (computed by the Managing Trustee on the
basis of market quotatiolls as of the enid of the calendar month next
preceding the date of such issue) on all marketable interest-bearing
obligations of the United States then forming a part of the public
debt which are not due or callable until after the expiration of 4 years
from the end of such calendar month; except that where such average
market yield is not a multiple of one-eighth of 1 per centumn, the rate
of interest on such obligations shall be the multiple of one-eighth of
1 per centunm nearest such market yield. The Managing Trustee may
purchase other interest-bearing obligations of the United States or
obligations guaranteed as to both principal and interest by the United
States, on original issue or at the market price, only where lie deter-
mines that the purchase of such other obligations is in the public
interest.

(d) Any obligations acquired by the Trust Fund (except public
debt obligations issued exclusively to the Trust Fund) may be sold by
the Managing Trustee at the market price, and such public-debt
obligations may be redeemed at par plus accrued interest.

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

(f) There sliall be transferred periodically (but not less often than
once each fiscal year) to the Trust Fund from the Federal Old-Age
and Survivors Insurance Trust Fund and from the Federal Disability
Insurance Trust Fund amounts equivalent to the amounts not pre-
viously so transferred which the Secretary of Health. Education, and
Welfare shall have certified as overpayments (other than amounts so
certified to the Railroad Retirement Board) pursuant to section
1870(b) of this Act. There shall be transferred periodically (but not
less often than once each fiscal year) to the Trust Fund from the Rail-
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road Retirement Account amounts equivalent to the amounts not pre-
* viously so transferred which the Secretary of Health, Education, and

Welfare shall have certified as overpayments to the Railroad Retire-
ment Board pulrsuant to section 1876(b) of this Act.

(g) The NManaging Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health. Education, and
Welfare certifies are necessary to inake the payments provided for
by this part, and the payments with respect to administrative expenses
in accordance with section -01 (g) (1).

(h) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Education. and
Welfare certifies are necessary to pay the costs incurred by the Civil
Service Commission in making deductions pursuant to section 1840
(d) During each fiscal year. or after the close of such fiscal year,
the Civil Service Commission shall certify to the Secretary the amount
of the costs it incurred in making such deductions, and such certified
amount shall be the basis for the amount of such costs certified by the
Secretary to the Managing Trustee.

(i) The Managing Trustee shall pay from time to time from the
Trust Fund such amounts as the Secretary of Health, Educatiorn, and
Welfare certifies are necessary to pay the costs incurred by tJ1e Rail-
roid Retirement Board for services performed pursuant co section

* 1840(b) (1) and section 1842(g). During each fiscal year or after the
close of such fiscal year, the Railroad Retirement Board shall certify
to the Secretary the amount of the costs it incurred in performing
such services and such certified amount shall be the basis for the
amount of such costs certified by the Secretary to the Managing
Trustee.

Use of Carriers for Administration of Benefits

See. 1842. (a) In order to provide for the administration of the bene-
fits under this part with maximum efficiency and convenience for in-
dividuals entitled to benefits under this part and for providers of
services and other persons furnishing services to such individuals, and
with a view to furthering coordination of the administration of the
benefits under part A and under this part, the Secretary is authorized
to enter into contracts with carriers, including carriers with which
agreements under section 1816 are in effect, which will perform some or
all of the following functions (or, to the extent provided in such con-
tracts, will secure performance thereof by other organizations) ; and,
with respect to any of the following functions which involve payments
for physicians' services on a reasonable charge basis, the Secretary
shall to the extent possible enter into such contracts:

* (1) (A) make determinations of the rates and amounts of pay-
ments required pursuant to this part to be made to providers of
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services and other persons on a reasonable cost or reasonable
charge basis (as may be applicable) ;

(B) receive, disburse, and account for funds in making suchW
payments; and

(C) make such audits of the records of providers of services a.
may be neces•auy to a.-sure that proper payments are made under
this part;

(2) (A) determine compliance with the requirements of section
1861 (k) as to utilization review; and

(B) assist providers of services and other persons who furnish
services for which payment may be minade under this part in the
development of procedures relating to utilization practices, make
studies of the effectiveness of such procedures and methods for
their improvement, assist in the application of safeguards against
unnecessary utilization of services furnished by providers of serv-
ices and other persons to individuals entitled to benefits under
this part. and provide provedures for and as:'ist in arranging,
where necessary, the establishment of groups outside hospitals
(meeting the requirements of section 1861(k) (2)) to make re-
views of utilization;

(3) serve as a channel of communication of informant ion relating
to the administration of this part; and

(4) otherwise assist, in such manner as the contract may pro-
vide, in discharging administrative duties necessary to carry outlW
the purposes of this part.

(b) (1) Contracts with carriers uider subsection (a) may be entered
into without regard to section 3709 of the Revised Statutes or any
other provision of law requiring competitive bidding.

(2) No such contract shall be entered into with any carrier unless
the Se• retary finds that such 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.

(3) Each such contract shall provide that the carrier-
(A) will take such action as may be necessary to assure that,

where payment under this part for a service is on a cost basis, the
cost is reasonable cost (as determined under section 1861 (v) ) ;

(B) will take such action as may be necessary to assure that,
where payment under this part for a service is on a charge basis,
such charge will be reasonable and not higher than the charge
applicable, for a comparable service and under comparable cir-
cumstances, to the policyholders and subscribers of the carrier,
and such payment will (except as otherwise provided in section
1870(f) ) be made-

(i) on the basis of an itemized bill; or
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(ii) on the basis of an assignment under the terms of which
(I) the reasonable charge is the full charge for the .-ervice
(except in tile case of physicians' services and ambulance
service furnished as described in section 1862(a) (4). other
than for purposes of section 1S70(f)) and (II) the physi-
cian or other person furnishings such service agrees not to
charge for such service if payment may not be made there-
for by reason of the provisions of paragraph (1) of section
1862. and if the individual to whoom such service was fur-
nished was without fault in incurring the expenses of such
service, :and if tire Secretarv's deterinijatioi t hat laylvlit
(pursuant to such assignment) was incorrect and was made
subsequent to the third year following the year in which
notice of such payment was sent to such individual; except
that the Secretary may reduce such thlve-ytŽar period to not
less than one vear if lie finds such reduction is consistent with
the objectives of this title;

but (in the case of bills submitted, or requests for payment made;
after March 1968) only if the bill is submitted, or a written re-
quest for paylllent is mllade in siilch otler form as in'ty he per'nit-
ted under regulations, 110 later tlmin the close of the calendar
year following the year in which such service is furnished (deem-

S ing any service furnished in the la:t 3 months of any calendar year
to have been furnished in the succeeding calendar year);

(C) will establish and maintain procedures pursuant to which
an individual enrolled under this part will be granted an oppor-
tunity for a fair hearing by the carrier, in any case where the
amount in controversy is s10)0 or more when requests for pay-
ment under this part with respect to services furnished him are
denied or are not acted upon with reasonable promptness or when
the amount of such payment is in controversy;

(1)) will furilish to the Secretary such timely information and
reports as lie may find necessary in performing his functions till-
der this part; an.d

(E) will maintain such records and afford such access thereto as
the Secretary finds necessary to assure the correctness and verifi-
cation of the information and reports under subparagraph (D)
and otherwise to carry out the purposes of this part;

and shall contain such other terms and conditions not inconsistent with
this section as the Secretary may find necessary or appropriate. In
determining the reasonable charge for services for purposes of this
paragraph, there shall be taken into consideration the customary
charges for similar services generally made by the physician or other
Person furnishing such services, as well as the prevailing charges in
the locality for similar services.

4 45r



Revised April 1978

No charge may be determined to be reasonable in the case of bills
submitted or requests for payment made under this part after Decem-
ber 31, 1970, if it exceeds the higher of (i) the prevailing charge recog-
nized by the carrier and found acceptable by the Secretary for similar
services in the same locality in administering this part on December
31, 1970, or (ii) the prevailing charge level that, on the basis of
statistical data and methodology acceptable to the Secretary, would
cover 75 percent of the customary charges made for similar services in
the same locality during the last preceding calendar year elapsing
prior to the start of the twelve-month period (beginning ,July 1 of
each year) hi which the bill is submitted or the request for pay-
tIlent is made. In tile ca'-e of physician services the prevailinig charge
level determllilled for pirll,(,,s of clause (ii) of the preceding sentence
for any twelve-inoith period (beginning after .Jume 30. 1973) speci-
fied in clause (ii) of such sentence ,may not exceed (in the ,Itry-
gate) tile level determined tinder .-uvh clause for thle fiscal year end-
iiig Juine 30O. 19;73. (axc'el)t to tile extent that the Secretary fields, onl
tlie ba-is of appropriate eIcoiloiic index data. that siuh higher
(ve,I is jiv-tified iy economic changes. With respect to power-olperaited
wheehlhairis for hii'li i payment,t may be made in accordance with
action n 1'6 1:-) ( 6). charges determined to be reasonable mnay not
exceed the lowest c11arge at which lpower-,lleraited wheelchair's are
available in the locality. In the cas.-,e of medical services. supplies.
aItid equilmlent (inicluidiffg e(Iuipment servicing) that, in the judg-
ment. of the Secretarv. do not generally vary significantly in qualityy
from one supplier to another. tile charges incurred after I)ecen-
bý,r 31. 1972. determined to be reasonable may not exceed the low-
est charge levels at which such services. supplies, and equipment
are widely and consistently available in a locality except to the extent
and under the circumstances specified by the Secretary. The require-
ment in subparagraph (B) that a bill be submitted or request for pay-
ment be made by the close of the following calendar year shall not
apply if (i) failure to submit the bill or request the payment by the
close of such year is due to the error or misrepresentation of an officer,
employee, fiscal intermediary, carrier, or agent of the Department of
Health, Education, and Welfare performing functions under this title
and acting within the scope of his or its authority, and (ii) the bill is
submitted or the payment is requested promptly after such error or
misrepresentation is eliminated or corrected. Notwithstanding the
provisions of the third and fourth sentences preceding this sentence,
the prevailing charge level in the case of a physician service in a par-
ticular locality determined pursuant to such third and fourth sentences
for the twelve-month period beginning on July 1 in any calendar
year after 1974 .hsd!, if lower than the prevailing charge level for £
the fiscal year ending June 30, 1975, in the case of a similar physi-
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ciati ,,eri,'ie Iil the :-ane locality lby) leason of tile application of •co-
* noiomic index data. be raised to .,uIchl prevailing charge level for tile

fiscal year eniiniig .June ;3t), 197~.• :

(4) Each contact under this section shall be for a term of at least
one year, and may be made aut~niatically renewable from term to
term in the absence of notice by either party of intention to terminate
at the end of the current tern" except that. the Secretary may terni-
nate any such cont'ra't at anytime (after suich reasonable notice and
1)1)0tillunity for litcarjilg to the carrier involved as lie may l)povide in
regulations) if he Iinls that the carrier has failed .-ubstautially 'o
carrv out the contract 01. is carrvillrg out the contract im a manner
inconsistent %% ith the eflicievit and detective admninist ration of the insur-
alice establishe.l by this part.

{5) No paylmliet un11der this part for a service provided to anily indi-
vidual shall (except ais provided in sect ion I S70) be niade to alIyolle
other thami such individual or ( pIIr~Izamit to an aSSinmreln described in
subparagraphl] 1) B ii) of paragraphl 0) ) the physicians or other per-
soil who provided the service, except that payment may be made (A)
to the eunployer of luch lphiysician or other person if such physician or
other person is required as a comidit ion of his emiploymelint to turn over
his fee for such service to his employer, or (B) ( where the service was
provided in a hospital, clinic. or other facility) to the facility in which

* th. service wvas provided if there is a contractual arrangement between
such phlysicianl o' other person and such facility under which such
facility submits the bill for .,uch -ervice. No payment which under
the plrecedimig sentencee ( may be made directly to the phv.-ician or other

t'l')Ol nPlrovidmilg the .-ervice involved p(ursuant to an assminmneet de-
.-criied in .ubparagrap• (11) (ii) of parjgrapli (3) ) shall be Illade
to anyone ele under a rea.-:igmment or power of attorney (except to
an enlle lover o)r facility as described in clause (A) or (B) of Stuch sen-
tencep) : but nothing in this sib.ection s.hall be construed (i) to pre-
vent. tie itiaking of Such a lpayme(nt ill accordance with an assignminent
from the individual to whoim the servicee was provided or a rea::ign-
ment from the phy-sician or other pJrtoil providing .,,uch service if '-ich
a.signiiltent or rea: itment is made to a governmental agency or en-
tity or is established by or p)ursuant to the order of a court of com-
petent. jurisdiction, or (ii to preclude an agent of tihe plhvsician or
other person providing the service from receiving any suh )llayment
if (but only if) such agent does so purumant to an agency agreement
under which the conipemiation to be j)aid to the agent. for his services

'The last sentence of paragraph (3) was added by section 101(a) of Public Law
94-1X2 subject to limitations siweified In sction 101 (b) of that act which Is reprinted
In this de'mnwent onl Ipa:!e 7E*

2 Paragraph (3) was amended by sections 2 and 3 of P.L. 94-36g effective as specified
in actionn 4 of that act. Section 4 appears In this document on page 778. Paragraph (31s was also amended by se.'lon 501 (b) of P.IL 95-216.
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for or in connection with the billing or collection of payments due
such physician or other person under this title is unrelated (directly
or indirectly) to the amount of such payments or the billings therefor,
and is not dependent upon the actual collection of any such payment.'

(e) Any contract entered into with a carrier under this section shall
provide for advances of funds to the carrier for the making of pay-
nients by it under this parl, and shall provide for payment of tile cost
of administration of the carrier, as determined by the Secretary to be
necessary and proper for carrying out the functions covered by the
contract.

(d) Any contract with a carrier under this section may require such
carrier or any of its officers or employees certifying payments or dis-
bunsing funds ptiurtiant to the contract, or otherwise participating in
carrying out the contract, to give surety bond to the United States in
such amount as the Secretary may deem appropriate.

(e) (1) No individual designated pursuant to a contract under this
section as a certifying officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any
payments certified by him uider this section.

(2) No disbursing officer shall, in the absence of gross negligence or
intent to defraud the United States, be liable with respect to any pay-

' The last sentence of paragraph (5) was added by section 2(a) (1) of P.L. 95-142.
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ment by hiim under this section if it was based upon a voucher signed
by a certifying officer designated as provided in paragraph (1) of this
subsection.

(3) No such carrier shall be liable to the United States for any pay-
ments referred to in paragraph (1) or (2).

(f) For purpose of this part. the term "carrier" means--
(1) with respect to provide .s of services and other persons, a

voluntary association, corporation. partnership, or other nongov-
erinnental organization which is lawfully engaged in providing,

• paying for, or reimbursing the cost of, health services under
group insurance policies or contracts, medical or hospital service
agreements, membership or subscription contracts, or similar
group arrangemiients, in consideration of premiums or other peri-
odic charges payable to the carrier, including a health benefits
plan duly sponsored or underwritten bfy an employee organiza-
tion; and

(2) with respect. to p)roviders of services only. any agency or
orfallization (not described in paragraph (1)) with which an
agirrement is in efrf(et under section 1816.

(g) Thle Railroad Retirement Board shall, in accordance with such
regulations as the Secretary may prescribe, contract with a carrier
or carriers to perform the functions set out in this section with respect
to individuals entitled to benefits as qualified railroad retirement benee-
ficiaries pursuant to section 226(a) of this Act and section 7(d) of
the Railroad Retirement Act of 1974.

State Agreements for Coverage of Eligible Individuals Who Are
Receiving Money Payments Under Public Assistance Programs
(or Are Eligible for Medical Assistance)

Sec. 1843. (a) The Secretary shall, at the request of a State made
before January 1, 1970. enter into an agreement with such State pur-
suant to which all eligible individuals in either of the coverage groups
described in subsection (b) (as specified in the agreement) will be
enrolled wnder the program established by this part.

(b) An agreement entered into with any State pursuant to subsec-
tion (a) may he applicable to either of the following coverage groups:

(1) individuals receiving money payments under the plan of
such State al)l)roved under title I or title XVI; or

(2) individuals receiving money payments under all of the
plans of such State approved tinder titles I, X, XIV, and XVI,
and part A of title IV.

Except as provided in subsection (g). there shall be excluded from
any coverage group any individual who is entitled to monthly in-
surance benefits under title II or who is entitled to receive an annuity
under the Railroad Retirement Act of 1974. Effective January 1, 1974,
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and subject to section 1902(f), the Secretary shall, at the request of
any State not eligible to participate in the State plan program estab-
lished under title XVI, continue in effect the agreement entered into
under this section with such State subject to such modifications as the
Secretary may by regulations provide to take account of the termina-
tion of any plants of such State approved under titles I, X, XIV, and
XVI and the establishment of the supplemental security income pro-
grain under title XVI.

(c) For purposes of this section, an individual shall be treated as an
eligible individual only if he is an eligible individual (within the
meaning of section 1836) on the (late an agreement covering him is
entered into under subsection (a) or he becomes an eligible individual
(within the meaning of such section) at any time after such date; and
lie slhall be treated as receiving money payments described in subsec-
tion (1b) if he receives such payments for the month in which the
agreement is entered into or any month thereafter.

(d) In the case of any individual enrolled pursuant to this section-
(1) the nionthly premium to be paid by the State shall be deter-

minied under section 18039 (without any increase under subsection
(c) thereof);

(2) his coverage period shall begin on whichever of the follow-
ing is the latest:

(A) July 1, 1966;
(B) the first day of the third month following the month

in which the State agreement is entered into;
(C) the first day of the first wnnth in which he is both an

eligible individual! and a member of a coverage group speci-
fied in the agreement under this section; or

(D) such date a.s may be specified in the agreement; and
(3) his coverage period attributable to the agreement with the

State under this section shall end on the last day of whichever
of the following first occurs:

(A) the month in which he is determined by the State
agency to have become ineligible both for money payments
of a kind specified in the agreement and (if there is in effect
a modification entered into under subsection (h)) for medical
assistance, or

(B) the month preceding the first month for which he
becomes entitled to monthly benefits under title II or to an
annuity or pension under the Railroad Reti."ement Act of
1937.

(e) Any individual whose coverage period attributable to the State
agreement is terminated pursuant to subsection (d) (3) shall be
deemed for purposes of this part (including the continuation of his
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coverage period under this part) to have enrolled under section 1837
in the iniitial general enrollment lx-riod provided by section 1837(c).

(f) With respect to eligible indlividls re((iVI11g !jIoIey lntyilieflts
under the plan of a State approved unditr title I. X. XIVA or XVI or
palt % of title IA', or eligible to receive medical assistance under the
plan of such State approved under title XIX. if tlhe a.ijrveent entered
into lldeh'r this section so provides the term "carrier" as defined in
section 1842(f) also inluldmcs the State ag-ency. specified in such agree-
ment, which adnministers or stiJtervises the administrationsn of the plan
of sutch State approved under title I. XVI. or XIX. The :agreement
shall al:o contain .-ii'h provisions as will facilitate thle financial trans-
actions of the State and the carrier with respect to (edlictiolls, Coin-
surance, and otherwise, and as will lead to economy and efficiency of
oj)erat io)n. withl respect to itulividuals rceli'iig 111o11y layitelits under

plalis of the State alpproveul Ihder titles I, X. XIV. and XVI, and
palrt A of title IN'. alld individuals eligible to rectceive medical assist-
alce llndelr tihe pla:n1 of tilte State approved ulder title XIX.

(g) (1) "I'll ecretar shall, at the request of a State miadle before
.Janimary 1. 1!970. enter into a niodificat ion of an aIrreeqInnt entered
into with such St4ate pir.-,tmailt to subsection (a) mider which the see-
Olid suitei,.e of subsection (1[) Ahall not apply with respect to such

(2) In tle c:tse of :inv individual who would (bbut for this subsee-
tion ) be excluded fr(,ui the al)pli( able coverage tzroiip described in
subseci ion 0)) by the second! beitenc'e of ';Ich sulh-tqction-

(A) subsections (c) and (di) (2) slall lx. applied as if such
stib4c,'tions referred to the modification under this subsection (in
lieu of the agreciiieiet under subsection (a) ).

1I) subsection (d) (3) (B) shall not apply so long as there is
ill effect a modification entered into by the State uiide'r this sub-
section. and

((') notwithstanding subsection (e). in the case of any termi-
lint 1 h0,:11dsrib-ed in stich stli.bsction. suc'h individual llmay termi-

nate his enroll•,,ejit under this part by the filing of a notice, before
the close of tile third months which lxL..ins after the (late of such
terimination. that Ile 110 longer wishes to participate ill the insur-
anice lro.rgrinn established by this part (and in suclh a case. the
termination of his coverage period under this part shall take
effect as of the close of such third month).

(0) (1) The Secretary shall, at the request of a State made before
January 1. 1970, enter into a modification of an agreement entered
into with such State ptirsuiant to subsection (a) under whiich the cov-
er'age .roup described in sub.ction (b) and specified in such agree-
ment is broadened to include individuals who are eligible to receive
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medical assistance lnder the plan of such State approved tinder title
XIX.

(2) For purposes of this sAction, an individual shall be treated as
eligible to receive medical assistance under the plan of the State
approved under title XIX if, for the month in which the moldifica-
tion is entered into utnuder this subsection or for any month thereafter,
he has beetn determ-lined to be eligible to receive medical assistance
under such plhln. In the case of any individual who would (but for
this subsection) be excluded from the agreement, subsections (c) and
(d) (2) slall be applied as if they referred to the modlification under
this subsection (iii Cieu of the agrenleuet under subsection (a)), and
subsection (d) (2) (() sliall be appi by substituting "second month
following thle IirSt 1non0th" for "first month."

Appropriations to Cover Government Contributions and
Contingency Reserve

Sec. 1844. (a) There are autlhorizedl to be appropriated from time
to time out of ally m11oneys in the Treasury not otherwise alp)ropriated,
to the Federal Supplementary Medical Insutrnce Trust Fund-

(1) (A) A Government contribution equal to the aggregate
premiums payable for a nliouthi for enrollees age 65 and over
under this paint and deposited in the Trust Fund, multiplied by
the ratio of-

(i) twice the dollar amount of the actuarially adequate rate
per enrollee age 65 and over as determined under section
1839(c) (1) for such month, minus the dollar amount of the
premium per enrollee for such month as determined under
section 1839 (c) (3), to

(ii) the dollar amount of the premium per enrollee for
such month, pluts

(B) a Government contribution equal to the aggregate premi-
ums payable for a nionth for enrollees under age 65 mnder this
part and deposited in the Trust Fund, multiplied by the ratio of-

(i) twice the dollar amount of the actuarially adequate rate
per enrollee under age 65 as determined under section 1839
(c) (4) for such month, minus the dollar amount of the pre-
mium per enrollee for such month, as determined under sec-
tion 1839(c) (3), to

(ii) the dollar anmont of the premium per enrollee for such
month.

(2) such sums as the Secretary deems necessary to place the
Trust Fund, at the end of any fiscal year occurring after June 30,
1967, in the same position in which it would have been at the end
of such fiscal year if (A) a Government contribution represent-
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ing the excess of the premiums. deposited in the Trust Fund dur-
ing the fiscal year ending June 30. 1967, over the Government
contribtit actually appropriated to the Trust Fund during such
fiscal year had been appropriated to it on June 30, 1967, and (B)
the Goverinnent. count ribution for premilinis deposited in the Trust
Fund after June 30, 1967, had been appropriated to it when such
premituins were deposited.

(b) In order to abure promnpt paymlent of benefits provided under
this part aiA the administ rative expen.-es tliereunder during the early
months of the prograin establislhed by this pail, and to provide a con-
tingeney reserve, there is al.o authorized to be appropriated, out of
any monteys in the Treasury not otherwise appropriated, to remain
available througil the calendar year 1969 for repayable advances
(without interest) to the Trust. Fund. an aniount equal to $18 Inul-
tiplied by the number of individuals (as estimated by the Secretary)
who could be covered in July 1966 ly the insurance program estab-
lishled by this part ;f they had thleretofore enrolled under this part.

Part C--Miscellaneous Provisions

Definition of Services, Institutions, etc.

Sec. 1861. For purposes of this title-

Spell of Illness

(a) The term "spell of illness" with respect to any individual means
a period of consecutive days-

(1) lbginming with the first day (not included in a previous
spell of illness) (A) on which such individual is furnished in-
patient hospital services or extended care services, and (B) which
occurs in a month for which he is entitled to benefits under part A,
and

(2) ending with the close of the first period of 60 consecutive
days thereafter on each of which he is neither an inpatient of a
hospital nor an inpatient of a skilled nursing facility.

Inpatient Hospital Services

(b) The term "inpatient hospital services" means the following
items and services furnished to an inpatient of a hospital and (except
as provided in paragraph (3)) by the hospital-

(1) bed and board;
(2) such nursing services and other related services, such use

of hospital facilities, and such medical social services as are
ordinarily furnished by the hospital for the care and treatment
of inpatients, and such drugs, biologicals, supplies, appliances,
and equipment, for use in the hospital, as are ordinarily furnished
by such hospital for the care and treatment of inpatients; and
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(3) such other diagpostic or therapeutic items or services, fur-
nished by the hospital or by others under arrangements with them
made by the hospital, as are ordinarily furnished to inpatients
either by such hospital or by others under such arrangements;

excluding, however-
(4) medical or surgical services provided by a physician, resi-

dent, or intern; and
(5) the services of a private-duty nurse or other private-duty

attendant.
Paragraph (4) shall not apply to services provided in a hospital by-

(6) an intern or a resident-in-training under a teaching pro-
grain approved by the Council on Medical Education of the
American Mledical Association or, in the case of an osteopathic
hospital, approved lby the Committee on Hospitals of the Bureau
of Professional Education of the A.mierican Osteopathic Associa-
tion, or, in the case of services in a hospital or osteopathic hospital
by an intern or resident-in-training iAn the field of dentistry, ap-
proved by the Council on Dental Education of the American
Dental Association, or in the case of services in a hospital or
osteopathic hospital by an intern or resident-in-training in the
field of podiatry, approved by the Council on Podiatry Education
of the American Podiatry Association; or

(7) a physician where the hospital has a teaching program
approved as specified in paragraph (6), unless (A) such inpatient
is a private patient (as defined in regulations), or (B) the hos-
pital establishes that during the two-year period ending Decem-
ber 31, 19697, and each year thereafter all inpatients have been
regularly billed by the hospital for services rendered by physi-
cians and reasonable efforts have been made to collect in full
from all patients and payment of reasonable charges (including
applicable deductibles and coinsurance) has been regularly col-
lected in full or in substantial part from at least 50 percent of all
inpatients.

Inpatient Psychiatric Hospital Services

(c) The term "inpatient psychiatric hospital services" means inpa-
tient hospital services furnished to an inpatient of a psychiatric hos-
pital.

Inpatient Tuberculosis Hospital Services

(d) The term "inpatient tuberculosis hospital services" means in-
patient hospital services furnished to an inpatient of a tuberculosis
hospital.

Hospital

(e) The term "hospital" (except for purposes of sections 1814(d),
1814(f) and 1835(b), subsection (a) (2) of this section, paragraph
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(7) of this subsection. and sub-ections (i) and (n) of this section)
means an institution which-

(1) is primarily emggaged iii providing, by or inder the sulper-
vision of physicians, to injpatients (A.) di agnostic services alitl
therapeutic servicCs for medical diagno-zis. treatment. and care of
iiijired. disabled, or sick lpI•,)Is. Or (13) relhabilitation Services
for the rehabilitation of injured, disabled, or sick persons;

(2) nimintaiiis clinical records on all patients:
(3) has bylaws iik effect with respect to its stait or physicians:
(4) hIas a re'(jIiiremCntl that every patient muist be iuinder thze

care of a l)IIvsician :
(5) provides 21-hour IiUrsing .-ervi'e reiilered or supervised by

a registered I)rofessional luu1rse, aind has a licensed practical iuirsi
01* registered pr)fetssioIlal iiir.-e on (lilty at all tiles (xceJlt that
until January 1, 1979, the Secretary is authorized to waive the re-
(luireillellt of I lls paraguraphl for aliy olle-yea ' perotld with respect
to anv :list titton, insofar as such requirellilt relates to tile p~ro-
vision of t wenty -four-hour nursing service relidere(l or slpiervised
by a registered professoimal iumr:e (except that ili aily e%(ellt :a
registered lp)rfessioilal uimrse niuust be pre.,eiit on the lpremiises to
render or .01 jrVise the s se Srvite provided, I during at least
tile regular (aytili shiftt, where immediately precedliig such
one-v'ear period he fiil(is that-

(A) such inst it ution is located ilk a rtiral area and the sup-
ply of hospital services iii s'Iiti area is jiot s-itlh'ieiit. to Iluet,
tie lkee(ls of inldividuals resi(lillg thler'ein,

(IB) the failure of such institution to qualify as a lio-pital
would seriously reduce the availability of such sl S/l'Vc(S to
such individual, and

(C) stuch iistitutioi Irhs mladle and continues to make a
good faith effort to comlyiy with this paragraph, but such
compliance is inmpedled by thle lack of qualified nursing per-
sonnel io such area; 1

(6) has ini effect a hospital utilization review plan which fleets
the requirements of subsection (k);

(7) in the case of ain institutions in -my State in which State or
applicable local law provides for the licensing of hospitals, (A)
is licen.-:ed plrsatnit to suchk law or (l1) is approved, by tlle ageli'y
of such State or locality responsible for liceising hospitals, as
meeting the standards established for such licensing;

(8) has in effect an overall plan and budget that meets the re-
quiremeints of subsection (z) ; and

P Paragraph (5) was amended by section 102 of Public Law 94-182.
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(9) meets such other requirements as the Secretary finds neces-
sary in the interest of the hef 1, 11 and safety of the individuals who
are furnished services in the institution.

For purposes of subsection (a) (2), such term includes any institution
which meets the requirements of paragraph (1) of this subsection. For
purposes of sections 1814(d) and 1835(b) (including determination
of whether an individual received inpatient hospital services or diag-
nostic services for purposes of such sections), action 1814(f) (2), and
subsections (i) and (n) of this section, such term includes any inistitu-
tion which (i) meets the requirements of paragraphs (5) and (7) of
this subsection, (ii) is not primarily engaged in providing the services
described in section 1861 (j) (1) (A) and (iii) is primarily engaged in
providing, by or under the supervision of individuals referred to in
paragraph (1) of section 1861 (r) to inpatients diagnostic services and
therapeutic services for medical diagnosis, treatment, and care of
injured, disabled, or sick persons, or rehabilitation services for the re-
habilitation of injured, disabled, or sick persons. For purposes of sec-
tion 1814(f) (1), such term includes an institution which (i) is a lios-
pital for purposes of sections 1814(d), 1814(f) (2), and 1835(b) and
(ii) is accredited by the Joint Commission on Accreditation of IIospi-
tals, or is accredited by or approved by a program of the country in
which such institution is located if the Secretary finds the accredita-

* tion or comparable approval standards of such program to be essen-
tially equivalent to those of the Joint Commission on Accreditation
of Hospitals. Notwithstanding the preceding provisions of this sub-
section, such term shall not, except for purposes of subsection (a) (2),
include any institution which is. primarily for the care and treatment
of mental diseases or tuberculosis unless it is a tuberculosis hospital
(as defined in subsection (g)) or unless it is a psychiatric hospital (as
defined in subsection (f)). The term "hospital" also includes a Chris-
tian Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only with
respect to items and services ordinarily furnished by such institution
to inpatients, and payment may be made with respect to services
provided by or in such an institution only to such extent and under
such conditions, limitations, and requirements (in addition to or in
lieu of the conditions, limitations, and requirements otherwise applica-
ble) as may be provided in regulations. For provisions deeming cer-
tain requirements of this subsection to be met in the case of accredited
institutions, see section 1865.

Psychiatric Hospital

(f) The term "psychiatric hospital" means an institution which-
(1) is primarily engaged in providing, by or under the super-

vision of a physician, psychiatric services for the diagnosis and
treatment of mentally ill persons;
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(2) satisfies the requirements of paragraphs (3) through (9)
of subsection (e);

(3) maintains clinical records on all patients and maintains
such records as the Secretary finds to be necessary to determine
the degree and intensity of the treatment prov'ided to individuals
entitled to hospital insurance benefits under part A;

(4) meets such stalling requirements as the Secretary finds nec-
essarv for the institution to carry out an active program of treat-
ment for individuals who are furnished services in the institution;
and

(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2)
of the preceding sentence and which contains a distinct part which also
satisfies lairagrap)hs (3) and (4) of such sentence, such distinct part
shall be considered to be a "psychiatric hospital" if the institution is
accredited by the Joint Commission on Accreditation of Ilospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.

Tuberculosis Hospital

(g) Vie termn "tuberculosis hospital" means an institution which-
(1) is primarily engaged in providing, by or under the super-

vision of a physician, medical services for the diagnosis and treat-
ment of tuberculosis;

(2) satisfies the requirements of paragraphs (3) through (9)
of subsection (e) ;

(3) maintains clinical records on all patients and maintains
such records as the Sei.retary finds to be necessary to determine
the degree and intensity of tie treatment provided to individuals
covered by the insurance program established by part A;

(4) meets such staffing requirements as the Secretary finds nec-
essary for the institution to carry out an active program of treat-
ment for individuals who are furnished services in the institution;
and

(5) is accredited by the Joint Commission on Accreditation of
Hospitals.

In the case of an institution which satisfies paragraphs (1) and (2) of
the preceding sentence and which contains a distinct part which also
satisfies paragraphs (3) and (4) of such sentence, such distinct part
shall be considered to be a "tuberculosis hospital" if the institution is
accredited by the Joint Commission on Accreditation of Hospitals or
if such distinct part meets requirements equivalent to such accredita-
tion requirements as determined by the Secretary.
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Extended Care Services

(h) The term "extended care services" ineans the following items
and services furnished to an inpatient of a skilled nursing facility and
(except as provided in paragraphs (3) and (6)) by such skilled nurs-
ing facility-

(1) nursing care provided by or under the supervision of a
registered professional nurse;

(2) bed and board in connection with the furnishing of such
nursing care;

(3) physical, occupational, or speech therapy furnished by the
skilled nursing facility or by others under arrangements with
them made by the facility;

(4) medical social services;
(5) such drligs, biologicals, supplies, appliances, and equip-

ment, furnished for use in the skilled nursing facility as are
ordinarily furnished by such facility for the care and treatment
of inpatients;

(6) medical services provided by an intern or resident-in-
training of a hospital with which the facility has in effect a trans-
fer agreement (meeting the requirements of subsection (1)),
under a teaching program of such hospital approved as provided
in the last sentence of subsection (1), and other diagnostic or
therapeutic services provided by a hospital with which the facility
has such an agreement in effect; and

(7) such other services necessary to the health of the patients
as are generally provided by skilled nursing facilities;

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

Post-Hospital Extended Care Services
(i) The term "post-hospital extended care services" means extended

care services furnished an individual after transfer from a hospital in
which he was an inpatient for not less than 3 consecutive days before
his discharge from the hospital in connection with such transfer. For
purposes of the preceding sentence, items and services shall be deemed
to have been furnished to an individual after transfer from a hospital,
and he shall be deemed to have been an inpatient in the hospital im-
mediately before transfer therefrom, if he is admitted to the skilled
nursing facility-

(A) within 14 days after discharge from such hospital, or (B)
within 28 days after such discharge, in the case of an individual
who was unable to be admitted to a skilled nursing facility within
such 14 days because of a shortage of appropriate bed .pace in
the geographic area in which he resides, or (C) within such time
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as it would be medically appropriate to begin an active course of
treatment, in the case of an individual whose condition is such
that skilled nursing fa'ility care woui(l not hI x medically apjpro-

priate within 14 days after discharge from a hospital;
an individual slall be deemed not to have been dischlarged from a
skilled nursing facility if, within 14 days after discharge therefrom,
he is admitted to such facility or any eitherr skilled nursing facility.

Skilled Nursing Facility

(j ) The term ":killed nursing~P facility" I (:1ins ( except for purposes
of sublskction (a) (2)) an institution (or .a district part of an institu-
tion) which has in effect a transfer agrteelwmit actinging the req luire-
lIenIts of subsection (1)) withI (01p or ho ire hospitals having agree-
ments in effect l•(der section P-6;(i awl wh•ich-

(1) is primarily engage(l in providing to inpatients (A)
skilled nursing care and related services for patients who require
medical or nursillg care. or (B) rehabilitation services for the re-
habilitation of injured. disabled, or sick persvlls

(2) has policies, which are developed with the advice of (and
with provision of review of such policies from time to time by)
a group of professional personnel. including one or more physi-
cians and one or more registered professional nurses. to govern
the skilled nursing care and related medical or other services it
provides:

(3) has a phyvsician, a registered professional nurse. or a medi-
cal staff responsible for the execution of such policies;

(4) (A) has a requirement that the health care of every patient
must be under the supervision of a physician. and (B) provides
for having a phlysician available to furnish necessary medical care
in case of eme'-;.hecy;

(5) maintains clinical records on all l)atients;
(6) provides 24-hour nursing service which is sufficient to meet

nursing needs in accordance with the policies develol)e( as pro-
vided in paragraph (2). and has at least one registered profes-
sional nurse employed full time;

(7) provides appropriate methods and procedures for the dis-
pensing and administering of drug..,s and biologicals;

(8) has in effect a utilization review plan which meets the re-
quirements of subsection (k) ;

(9) in the case of am-: institution in any State in which State or
applicable local law provides for the licensing of institutions of
this nature, (A) is licensed pursuant to such law, or (B) is
approved, by the agency of such State or locality responsible for
licensing institutions of this nature, as meeting the standards
established for such licensing;
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(10) has in effect an overall plan and budget that meets
the requirements of subsection (z) ;

(11) complies with the requirements of section 1124;
(12) cooperates in an effective program which provides for a

regular program of independent medical evaluation and audit of
the patients in the facility to the extent required by the programs
in which the facility parlicipates (including medical evaluation of
each patient's need for skilled nursing facility care) ;

(13) unv•ts such provisions of the Life Safety Code of the
National Fire Protection Ats:ociation (23d edition, 1973) 2 as are
:alpplic.alble to nursing homes; except that the Secretary may t

for such periods as he deems al)propriate. specific provisions of
such Code which if rigidly applied would result in unreasom;able
hardship upon a nursing home, but only if such waiver will not
adversely affect the health and safety of the patients; except that
time provisions of such Code shall not apply in any State if the
Secretary finds that in such State there is in effect a fire and safety
code. imposed by State law, which adequately protects patients in
iirsing facilities;

(14) establi:.hes and maintains a system that (A) assures a
full and compllete accounting of its patients" personal funds. and
(B) includes the u.-e of such separate account for such funds as
will preclude any commingling of such funds with facility funds
or with the funds of any person other than another such patient:
and 3

(15) meets such other conditions relating to the health and
safety of individuals who are funjished services in such institution
or relating to the physical facilities thereof as the Secretary may
find necessary (subject to the second sentence of section 1863),
except that the Secretary shall not require as a condition of
participation that medical social services be furnished in any
such institution. Notwithstanding any other provision of law. all
information coacerninig .-killed nursing facilities required by this
subsection to be filed with the Secretary shall be made available to
Federal or State employees for purposes consistent with the ef-
fective administration of programs established under titles
XVIII and XIX of this Act;

I•P'ragraph ill) was amended by section 34a)(2) of P.L. 95-142.
2Changed frum "*21st edition. 1967)" by section 106la) of Public Law 94-182 effec-

tive Junie 1. 1970. subject to limitations specified in section IJ6ic) of that act which is
retjrinted in this document on page 7t69i.3 Paragraph (14) was added by section 21 (a)'of P.AZ 95-142. See also secs. 21 (bM and
Ec) which are printed In this document on p. 801.
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except that such term shall not (other than for purposes of subsection
(a) (2) ) include any institution which is primarily for the care and
treatment of mental diseases or tuberculosis. For purposes of subsec-
tion (a) (2), such terni includes any intitiotion which meets the re-
quirements of plra,.graplh (1) of this :ul)section. The term "'skilled
nursing facility" also includes an institution (leseril/wI in paragraph
(1) of sub.ection (y)), to the extent anlld :-ibject to the liminitaliOns pro-
vided in such sub.-ection.

To the extent that paragraph (6) of this suhsb,.ction may be
deemed to require that any skilled nursing facility engage the
services of a r-egistered professional nurse for 1mmore than 10 llioirs
a week, the. Secretary is atithorized to waive sutch requirements if
he finds that-

(A) such facility is located in a rural area ani(l the supply
of skilled nursing fa'ili " SPITNiCes in such area is niot sullicient
to meevot the needs of individuals residing, therein.

(B) such facility has one fiull-timhe registered professional
nurse who is regularly on (luty at such facility 40 hours a
week, and

((') such facility (i) has wily patients whose plhysiciaiis
have indicated (throll,,gh lyi•I'i:IIIS orders or .ilmni'Ssion
ii,,tes) that each Siuch l:atielit does liot rc(juire the .Zer.'vices of
a regitercd 1111rse or a plysi'ciaii for a 4,8-hour period. or (ii)
has made arrallgellilmits for a cg%4stered professional nurse or
a phy.iiani to Spend .-u•ch thinie at such facility as may 1be
indicated as necessary by the llmysi'cia11 to pirovidle let'.sary
skilled nurSing services on days when the regular full-timile
registered professional tiur'e is nlot o0 11(uty.

Utilization Review
(k) A utilization review plan of a hospital or skilled wirsiig facility

shxll be considered sufficient if it is aj)plicalble to .Services furnished 1by
the institlition to individuals entitled to insurance 1he.ielits under this
title and if it provides-

(1) for the review, on a sample or other basis, of admissions to
the institution, the duration of stays therein, and the l)rofessional
services (including drugs and biologicals) furnished. (A) with
respect to the medical necensity of the services, and (B) for the
purpose of promoting the most efficient use of available health
facilities and services;

(2) for such review to be made by either (A) a staff commit-
tee of the institution composed of two or more pl)ysicians, with
or without participation of other lprofessional personnel, or (B) a
group outside the institution which is similarly composed and (i)
which is established by the local medical society and some or all
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(If the hospitals and skilled nursing facilities in the locality, or

(ii) if (and for as long as) there has not been established such a
gfroIll) wvlncli series such institution, which! is established in suieh

other manner as uinaV be approved b)y the Secretary;
(3) for suichi review, ill each case of inpatient lioslpital services

or extelinled care :-.ervices fur'nishedl to suchI nill individuals (uring a

continuous perio,2 of extended duration, as of such days of such
period ( which may differ for different clas-,es of ca.es) as may be
sjtcilied ill retgulations, with such review to be inade as proniptly

as possible, after each dlay so Specified, and in no event later tlhan
one "eek following such day; and

(4) for prompt inotification to the institution, the individual,
and his atten ilig vjysician of m,.ny finding (made after o!por-
tunity for conistiltation to such attending plhy.Nsiian) by the p)hysi-
cian inlitbers of siuichi colnunittte or group that any further stay
in the institution is nut medically necessary.

V'lie review colijillittev 111u1.t lie conilozi-dl as Provided in clause (B)
of paragraph (2) ratlher thian as provided in claw-:e (A) of such lpara-
graph in the case of any hospital or skilled nursing facility where, be-
cause of the siunall size of the institute ion, or (in the case of a skilled
iiursilluz facility) becau-e of la:ck of :uIl organliztd inedical staff, or for
suhei other reason or reasons as mnay be included in regulat ionjS, it is

* inpipacticable for thte illstit utionl to lhave a properly functionilig staff
colillmlittee for the l)Urposes of this suilbscction. If the Secretary deter-
miuies hatl the utilization review procedures cstablislied pursuant to
title XIX al'e Superior inl thelire.ct i-tiveit.ss to the plrocedures re(juired
iuild(r tliis sectioau, lie inIav. to tile exteniit that lie oheeiiis it approlriate,
require for purln:es of this title that the procedures established pur-
suant to title XIX be lltilized iii-tead of the procedures required by
this section.

Agreements for Transfer Between Skilled Nursing Facilities and Hospitals

(1) A hospital and a skilled nursing facility slhall be considered to
have a transfer agreement in effect if, by reason of a written agree-
menit between thlemn or (in case thi two institutions are under comlllllon
control) by reason of a written undertaking by the person or body
which controls them, there is reasonable assurance that-

(1) transfer of patients will be effected between the hospital
and thie skilled nursing facility whenever such transfer is inedi-
cally appropriate as determined by the attending physician; and

(2) there will be interchange of medical and other information
necessary or useful in the care and treatment of individuals trans-
ferred between the institutions, or in determining whether such
individuals can be adequately cared for otherwise than in either
of such institutions.

461



Sec. 1861(l)

Any skilled nursing facility which does not have such an tagreernent in
effect, but whiell is found bv a State agency (of the State in which
such facility is .iti ated ) with whikh an agreement under section 1S64
is ill effect (or. ill the case of a State in which no such agency has an
agre•inelit under section 1864. by the Secretary) to lhive at(empted in
good faith to better into such an agreement with a hospital sulliciently
close to the facility to make feasible the transfer between them of
patients and the information referred to in paraigraphl 2), shall be
considered to have such an a-rreeliieut in effect if and for .0 long as
such ageyicy or tlie Secretary. as the ca•'e: may he) fields that to do so
is in the Iiip lic interest and es.zeiltial to assuring extellded care serv-
ices for pernmis ill tle conmnuity who are eligible for payleilts with

respect to such services lander this title.

Home Health Services
(mn) The term "hoime health services" 111eans the followiing items

and services furnished to an ii(liviidual, who is under thle Care of a
phlysician, by a homne health agency or by others uider arrangements
with tlhem made ibv such igen'y, under a plan (for furni-hinim such
itemls and .-_ervices to such individual) estaldish!ed and periodically
rev'ieýed by a physician, which items anid services are, except as pro-
vided in l(ragra)h (7). provided on a visitinlg l sis in a place of

residence used as such individual's hoine-
(1 ) part-time or intermittent niar.'-img care provided by or under

the silpervisioli of a registered professional nurse;
(2) lhYi,:i, occupational, or speech therapy
(3) niedical social services umder the direction of a physician;
(4) to thle (*xteiit perlnitted in regulations, part-timae or inter-

mittent services of a honme health aide;
e5) medical suppllies (other than drugs and biologicals), and the

uise of medical al~plliances, while mdeler such a plan:
(6) in the ca'e of a hoain health :gency which is affiliated or

under commlonl control with a hospital. medical services provided
bly an intern or resident-in-t raining of such hospital mider a teach-
ing program of such hospital approved as provided in the last
sentence of subsection (b) ; and

(7) any of the foregoing items and services which are provided
on an outpatient basis, under arrangements made by the home
health agency. at a hospital or skilled mursing facility, or at a
rehabilitation center which meets such standards as may be pre-
scrli ed in regulations, and-

(A) the furnishing of which involves the use of equipment
of such a nature that the items and services cannot readily be
made available to the individual in such place of residence_, or
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(B) which are furnished at such facility while he is there
to receive any such item or service described in clause (A),
but not including transportation of the individual in connec-
tion with any such item or service;

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

Post-Hospital Home Health Services

(n) The term "post-hospital home health services" means home
health services furnished an individual within one year after his most
recent discharge from a hospital of which lie was an inpatient. for not
less than 3 consecutive days or (if later) within one year after his most
recent discharge from a skilled nursing facility of which he was an
inpatient entitled to payment under part A for post-lhospital extended
care service-s, but only if the plan covering the home health services (as
described in subsectioni (in)) is established within 14 days after his
discharge fronw such hospital or skilled nursing facility.

Home Health Agency

(o) The term "home health agency" means a public agency or pri-
vate organization, or a subdivision of such an agency or organization,
which-

(1) is primarily engaged in providing skilled nursing services
and other therapeutic services;

(2) has policies, established by a group of professional person-
nel (associated with the agency or organization), including one
or more physicians and one or more registered professional nurses,
to govern the services (i'eferred to in paragraph (1)) which it
provides, and provides for supervision of such services by a phy-
sician or registered professional nurse;

(3) maintains clinical records on all patients;
(4) in the case of an agency or organization in any State in

which State or applicable local law provides for the licensing of
agencies or organizations of this nature, (A) is licensed pursuant
to such law, or (B) is approved, by the agency of such State or
locality responsible for licensing agencies or organizations of this
nature, as meeting the standards established for such licensing;

(5) has in effect an overall plan and budget that meets the re-
quirements of subsection (z) ; and

(6) meets such other conditions of participation as the Secre-
tary may find necessary in the interest of the health and safety
of individuals who are furnished services by such agency or
organization;

21-746 0 - 79 - 35
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except that such term shall not include a private organization which
is not a nonprofit organization exempt from Federal income taxation
under section 501 of the Internal Revenue Code of 1954 (or a subdivi-
sion of such organization) unless it is licensed pursuant to State law
and it meets such additional standards and requirements as may be
prescribed in regulations; and except that for purposes of part A
such term shall not include any agency or organization which is pri-
marily for the care and treatment of mental diseases.

Outpatient Physical Therapy Services

(p) The term "outpatient physical therapy services" means physi-
cal therapy services furnished Iy a provider of services, a clinic, re-
habilitation agency, or a public health agency, or Iby others uider an
arran gentent with, and under the supervision of, such provider, clinic,
rehabilitation agency, or public health agency to an iiidividual as an
outpatient-

(1) who is under the care of a plhysician (as defined in section
1861(r) (1)), and

(2) with respect to wh'ofni a plan prescribing the type. amount,
and duration of physical therapy services that are to be furnislhed
such individual has been e_tablishd., and! is periodically reviewed,
by a physician (as so defined)

excluding, however-
(3) any item or service if it would not be included usider sub-

section (b) if furnished to an injpatient of a hospital; and
(4) any such service-

(A) if furnished Iby a clinic or rehabilitation agency, or
by others under arraiigejieiits with such clinic or agency,
unle-ss such clinic or rehabilitation agency-

(i) provides an adequate prograin of physical therapy
services for outpatients and has the facilities and per-
somnel required for such programn or required for the
supervision of such a program, in accordance with such
requirements as the Secretary may specify.

(ii) has policies, established by a group of professional
personnel, including one or more physicians (associated
with the clinic or rehabilitation agency) and one or more
qualified. physical therapists, to govern the services (re-
ferred to in clause (i)) it provides,

(iii) maintains clinical records on all patients,
(iv) if such clinic or agency is situated in a State in

which State or applicable local law provides for the
licensing of institutions of this nature, (I) is licensed
pursuant to such law, or (II) is approved by the agency
of such State or locality responsible for licensing insti-
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tutions of this nature, as meeting the standards estab-
lished for such licensing; and

(v) meets such other conditions relating to the health
and safety of individuals who are furnished services by
such clinic or agency on an outpatient basis, as the
Secretary nmay find necessary, or

(B) if furnished by a public health agency, unless such
agency meets such other conditions relating to health and
safety of individuals who are furnished services by such
agency on an outpatient basis, as the Secretary may find
necessary.

The term "outpatient physical therapy services" also includes
physical therapy services furnished an individual by a physical thera-
pist (in his office or in such individual's home) who meets licensing
and other standards prescribed by the Secretary in regulations, other-
wise than under an arrangement with and under the supervision of a
provider of services, clinic, rehabilitation agency, or public health
agency, if the furnishing of such services meets such conditions relat-
ing to health and safety as the Secretary may find necessary. In addi-
tion, such term includes physical therapy services which meet the
requirements of the first sentence of this subsection except that they
are furnished to an individual as an inpatient of a hospital or extended

* care facility. The term "outpatient physical therapy services" also
includes speech pathology services furnished by a provider of serv-
ices, a clinic, rehabilitation agency, or by a public health agency, or
by others under an arrangement with, and under the supervision of,
such provider, clinic, rehabilitation agency, or public health agency to
an individual as an outpatient, subject to the conditions prescribed in
this subsection.

Physicians' Services

* (q) The term "physicians' services" means professional services
performed by physicialns, including surgery, consultation, and home,
office, and institutional calls (but not including services described in
subsection (b) (6)).

Physician

(r) The term "physician," when used in connection with the per-
formance of any function or action, means (1) a doctor of medicine
or osteopathy legally authorized to practice medicine and surgery by
the State in which he performs such function or action (including a
physician within the meaning of section 1101 (a) (7)), (2) a doctor of
dentistry or of dental or oral surgery who is legally authorized to
practice dentistry by the State in which lie performs such function

465



Sec. 1861(r)

but only with respect to (A) surgery related to the jaw or any struc-
ture contiguous to the jaw or (B) the reduction of any fracture of the
jaw or any facial bone, or (C) the certification required by section
1814(a) (2) (E) of this Act, (3) except for the purpo..-es of see-
tion 1814(a), section IS35, and subsections (j), (k), (m), and (o) of
this section, a doctor of Iodiatry or surgical chiropody. but (unless
clause (1) of this subtection also applies to him) only with respect to
functions which he is legally authorized to perform as such by the
State in which he performs them, or (4) a doctor of optometry who is
legally autlorized to practice optometry by the State in which he peir-
forms such funlction. but only with lcslpect to establishing the necessity
for prosthetic lenses, or (5) a chiropractor who is licensed as such
by the State (or in a State which does not license chiropractors as
,;uch, is legally authorized to perform the services of a chiropractor in
the jurisdiction in which lie performs such services), and who meets
uniform minimum standards promulg..,ated by the Secretary, but only
for the purpose of sections 1861 (s)( 1 ) anl 1IS1 (s) (2) (A) and only
with respect to treatmenlt. by means of maimal allijilulatiotl of the
spine (to corre't a subluxation d(emniostrated by X-ray to exist ) which
lhe is legally authorized to perform lby the State or jurisdiction in
which such treatment is provided. For the purposes of section 1S62(a)
(4) and subject to the limitations aii(1 coumditious provided in the
previous sentence, such termn includes a doctor of one of the arts. speci-
fied in such previous sentence, hergally authorized to practice such art
in the country in w-hich the inpatient hospital services (referred to in
such section 1862(a) (4)) are furnished.

Medical and Other Health Services

(s) The term "medical aind other health services" means any of the
following items or services:

(1) physicians' services;
(2) (A) services and supplies (including drugs and biological'

which cannot, as determined in accoridaJce with regulations, be
self-administered) furnislhed as an incident to a physician's pro-
fessional service, of kinds which are commonly furnished in
physicians" offices and are commonly either rendered without
charge or included in the physicians' bills;

(B) hospital services (iimcludino drugs and biologicals which
cannot, as determined in accordance with regulations, be self-
administered) incident to physicians" services rendered to out-
patients;

(C) diagnostic services which are-
(i) furnished to an individual as an outpatient by a hos-

pital or by others under arrangements with them made by a
hospital, and
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(ii) ordinarily furnished by such hospital (or by others
under such arrangements) to its outpatients for the purpose
of diagnostic study;

(D) outpatient physical therapy services; and
(E) rural health clinic services; I
(3) diagnostic X-ray tests (including tests under the super-

vision of a physician, furnished in a place of residence used as
the patient's home, if the performance of such tests meets such
conditions relating to health and safety as the Secretary may find
necessary), diagnostic laboratory tests, and other diagnostic tests;

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

(5) surgical dressings, and splints, casts, and other devices used
for a reduction of fractures and dislocations;

(6) durable medical equipment, including iron lungs, oxygen
tents, hospital beds, and wheelchairs (which may include a
power-operated vehicle that may be appropriately ut-ed as a
wheelchair, but only where the use of such a vehicle is determined
to be iece.-.ary on the ba.,sis of the individual'. medical and phys-
ical condition and the vehicle meets such safety requirements as
the Secretary may prescribe) used in the patient's home
(including an institution used as his home other tian an institu-
tion that meets the requirements of subsection (e) (1) or (j) (1)
of this section), whether furnished on a rental basis or pur-
chased ; 2

(7) ambulance service where the use of other methods of
transportation is contraindicated by the individual's condition,
but only to the extent provided in regulations;

(8) prosthetic devices (other than dental) which replace all or
part of an internal body organ (including colostomy bags and
supplies directly related to colostomy care) including replace-
ment of such devices; and

(9) leg, arm, back, and neck braces, and artificial legs, arms,
and eyes, including replacements if required because of a change
in the patient's physical condition.

No diagnostic tests performed in any laboratory which is independent
of a physician's office, a rural health clinic, or a hospital (which, for
purposes of this sentence, means an institution considered a hospital
for purposes of section 1814(d)) shall be included within paragraph
(3) unless such laboratory-

(10) if situated in any State in which State or applicable local
law provides for licensing of establishments of this nature, (A)
is licensed pursuant to such law, or (B) is approved, by the agency

1 Subparagraph (E) was added by section 1(g) of P.L. 95-210.
2 Paragraph (6) was amended by section 501(a) of P.L. 95-216.

467 Sec. 1861(v)Revised April 1978



Revised April 1978 467-A Sec. 1861(v)

of such State or locality responsible for licensing establishments
of this nature, as meeting the standards established for such
licensing; and

(11) meets such other conditions relating to the health and
safety of individuals with respect to whom such tests are per-
formed as the Secretary may find necessary.'

There shall be excluded from the diagnostic services specified in
paragraph (2) (C) any item or service (except services referred to
in paragraph (1)) which-

I This sentence was amended by section 1 (h) of P.L 95-210.
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(12) would not be included under subsection (b) if it were fur-
nished to an inpatient of a hospital; or

(13) is furnished under arrangements referred to in such para-
graph (2) (C) unless furnished in the hospital or in other facili-
ties operated by or under the supervision of the hospital or its
organized medical staff.

None of the items and services referred to in the preceding paragraphs
(other than paragraphs (1) and (2) (A)) of this subsection which are
furnished to a patient of an institution which meets the definition of
a hospital for purposes of section 1814 (d) shall be included unless
such other conditions are iuet as the Secretary may find necessary
relating to health and safety of individuals with respect to whom such
items and services are furnished.

Drugs and Biologicals

(t) The term "drugs" and the term biologicalss," except for pur-
poses of subsection (in) (5) of this section, include only such drugs
and biologicals, respectively, as are included (or approved for inclu-
sion) in the United States Pharmacopoeia, the National Formulary,
or the United States H-omeopathic Pharmacopoea, or in New D)rugs
or Accepted Dental Remedies (except for any drugs and biologicals
unfavorably evaluated therein), or as are approved by tl.e pharmacy
and drug therapeutics committee (or equivalent committee) of the
medical staff of the hospital furnishing such drugs and biologicals
for u•se in such hospital.

Provider of Services

(u) The term "provider of services" means a hospital, skilled nurs-
ing facility, home health agency, or, for purposes of section 1814(g)
and section 1835 (e), a fund.

Reasonable Cost

(v) (1) (A) The reasonable cost of any services shall be the cost ac-
tually incurred, excluding therefrom any part of incurred cost found
to be unnecessary in the efficient delivery of needed health services,
and shall be determined in accordance with regulations establishing
the method or methods to be used, and the items to be included, in
determining such costs for various types or classes of institutions,
agencies, and services; except that in any case to which paragraph
(2) or (3) applies, the amount of the payment determined under
such paragraph with respect to the services involved shall be con-
sidered the reasonable cost of such services. In prescribing the regula-
tions referred to in the preceding sentence, the Secretary shall
consider, among other things, the principles generally applied by na-
tional organizations or established prepayment organizations (which
have developed such principles) in computing the amount of payment,
to be made by persons other than the recipients of services, to providers
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of services on account of services furnished to such recipients by. such providers. Such regulations may provide for determination of
the costs of services on a per diem, per unit, per capita, or other basis,
may provide for using different methods in different circumstances,
may provide for the use of estimates of costs of particular items or
services, may provide for the establishment of limits on the direct or'
indirect overall incurred costs or incurred costs of specific items or
services or groups of items or services to be recognized as reasonable
based on estimates of the costs necessary in the efficient delivery of
needed health services to individuals covered by the insurance pro-
grams established under this title, and may provide for the use of
charges or a percentage of charges where this method reasonably
reflects the costs. Such regulations shall (i) take into account both
direct and indirect costs of providers of services (excluding therefrom
any such costs, including standby costs, which are determined in ac-
cordance with regulations to be unnecessary in the efficient delivery of
services covered by the insurance programs established under this
title) in order that, under the methods of determining costs, the neces-
sary costs of efficiently delivering covered services to individuals cov-
ered by the insurance programs established by this title will not be
borne by individuals not so covered, and the costs with respect to in-
dividuals not so covered will not be borne by such insurance programs,. and (ii) provide for the making of suitable retroactive corrective ad-
justments where, for a provider of services for any fiscal period, the
aggregate reimbursement produced by the methods of determining
costs proves to be either inadequate or excessive.

(B) Such regulations in the case of extended care services furnished
by proprietary facilities shall include provision for specific recogni-
tion of a reasonable return on equity cal-ital, including necessary
working capital, invested in the facility and used in the furnishing
of such services, in lieu of other allowances to the extent that they
reflect similar items. The rate of return recognized pursuant to the
preceding sentence for determining the reasonable cost of any serv-
ices furnished in any fiscal period shall not exceed one and one-half
times the average of the rates of interest, for each of the months any
part of which is included in such fiscal period, on obligations issued
for purchase by the Federal Hospital Insurance Trust Fund.

(C) Where a hospital has an arrangement with a medical school
under which the faculty of such school provides services at such hos-
pital, an amount not in excess of the reasonable cost of such services
to the medical school shall be included in determining the reasonable
cost to the hospital of furnishing services-

(i) for which payment may be made under part A, but only if
(I) payment for such services as furnished under such

arrangement would be made under part A to the hospital
had such services been furnished by the hospital, and
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(II) such hospital pays to the medical school at least the
reasonable cost of such services to the medical school, or

(ii) for which payment may be made under part B, but only
if such hospital pays to the medical school at least the reasonable
cost of such services to the medical school.

(D) Where (i) physicians furnish services which are either in-
patient hospital services (including services in conjunction with the
teaching programs of such hospital) by reason of paragraph (7) of
subsection (b) or for which entitlement exists by reason of clause (II)
of section 1832(a) (2) (B) (i) and (ii) such hospital (or medical
school under arrangement with such hospital) incurs no actual cost
in the furnishing of such services, the reasonable cost of such serv-
ices shall (under regulations of the Secretary) be deemed to be the
cost such hospital or medical school would have incurred had it paid a
salary to such physicians rendering such services approximately equiv-
alent to the average salary paid to all physicians employed by such
hospital (or if such employment does not exist, or is minimal in such
hospital, by similar hospitals in a geographic area of sufficient size to
assure reasonable inclusion of sufficient physicians in development of
such average salary).

(E) Such regulations iiiay, in the case of skilled nursing facilities
in any State, provide for the uses of rates, developed by the State in
which such facilities are located, for the payment of the cost of skilled
nursing facility services furnished under the State's plan approved
under title XIX (and such rates may be increased by the Secretary
on a class or size of institution or on a geographical basis by a per-
centage factor not in excess of 10 percent to take into account deter-
minable items or services or other requirements under this title not
otherwise included in the computation of such State rates), if the Sec-
retary finds that such rates are reasonably related to (but not neces-
sarily limited to) analyses undertaken by such State of costs of care
in comparable facilities in such State; except that the foregoing pro-
visions of this subparagraph shall not apply to any skilled nursing
facility in such State if-

(i) such facility is a distinct part of or directly operated by
a hospital, or

(ii) such facility operates in a close, formal satellite relation-
ship (as defined in regulations of the Secretary) with a partici-
pating hospital or hospitals.

Notwithstanding the previous provisions of this paragraph in the
case of a facility specified in clause (ii) of this subparagraph, the rea-
sonable cost of any services furnished by such facility as determined
by the Secretary under this subsection shall not exceed 150 percent of
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the costs determined by the application of this subparagraj.h (with-
Sout regard to such clause (ii)).

(F) Such regulations shall require each provider of services (other
than a fund) to make reports to the Secretary of information described
in section 1121 (a) in accordance with the uniform reporting system
(established under such section) for that type of provider.1

Certification and Approval of Skilled Nurairg Facilities

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

(B) Where a provider of services which has an agreement in effect
under this title furnishes to an individual items or services which are
in excess of or more expensive than the items or services with respect
to which payment may be inade under part A or part B, as the case
may be, the Secretary shall take into account for purposes of payment

* to such provider of services only the equivalent of the reasonable cost
of the items or services with respect to which such payment may be
made.

(3) If the bed and board furnished as part of inpatient hospital
services (including inpatient tuberculosis hospital services and inpa-
tient psychiatric hospital services) or post-hospital extended care serv-
ices is in accommodations other than, but not more expensive than,
semi-private accommodations and the use of such other accommoda-
tions rather than semi-private accommodations was neither at the re-
quest of the patient nor for a reason which the Secretary determines is
consistent with the purposes of this title, the amount of the payment
with respect to such bed and board under part A shall be the reasonable
cost of such bed and board furnished in semi-private accommodations
(determined pursuant to paragraph (1)) minus the difference between
the charge customarily made by the hospital or skilled nursing facility
for bed and board in semi-private accommodations and the charge
customarily made by it for bed and board in the accommodations
furnished.

(4) If a provider of services furnishes items or services to an indi-
vidual which are in excess of or more expensive than the items or serv-
ices determined to be necessary in the efficient delivery of needed health

*~services and charges are imposed for such more expensive items or

1 Subparagraph MF) was added by section 19(b) (1) of P.L.,. 95-142, effective as specified
in section 19(c) which is printed in this document on p. 800.
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services under the authority granted in section 1866(a) (2) (B) (ii),
the amount of payment with respect to such items or services other-
wise due such provider in any fiscal period shall be reduced to the ex-
tent that such payment plus such charges exceed the cost actually
incurred for buch items or services in the fiscal period in which such
charges are imposed.

(5) (A) Where physical therapy services, occupational therapy
services, speech therapy services, or other therapy services or services
of other health-related personnel (other than physicians) are fur-
nished under an arrangement with a provider of senrices or other
organizations, specified in the first sentence of section 1861(p) the
amount included in any payment to such provider or other organiza-
tion under this title as the reasonable cost of such services (as fur-
nished under such arrangements) shall not exceed an amount equal to
the salary which would reasonably have been paid for such services
(together with any additional costs that would have been incurred
by the provider or other organization) to the person performing them
if they had been performed in an employment relationship with such
provider or other organization (rather than under such arrangement)
plus the cost of such other expenses (including a reasonable allow-
ance for traveltime and other reasonable types of expense related to
any differences in acceptable methods of organization for the provi-
sion of such therapy) incurred by such person, as the Secretary may
in regulations determine to be appropriate.

(B) Notwithstanding the provisions of subparagraph (A), if a
provider of services or other organization specified in the first sen-
tence of section 1861(p) requires the services of a therapist on a
limited part-time basis, or only to perform intermittent, services, the
Secretary may make payment on the basis of a reasonable rate per
unit of service, even though such rate is greater per unit of time than
salary related amounts, where lie finds that such greater payment is,
in the aggregate, less than the amount that would have been paid if
such organization had employed a therapist on a full- or part-time
salary basis.

(6) For purposes of this subsection, the term "semi-private accom-
modations" means two-bed, three-bed, or four-bed accommodations.

(7) For limitation on Federal 1)aiitcipation for capital expenditures
which are out of conformity with a coml)rehen~sive plan of a State or
areawide planning agency, see section 1122.

Arrangements for Certain Services

(w) (1) The term "arrangements" is limited to arrangements under
which receipt of payment by the hospital, a skilled nursing facility, or
home health agency (whether in its own right or as agent), with re-
spect to services for which an individual is entitled to have payment

Sec. 1861(vM 472



Revised April 1978

made under this title, discharges the liability of such individual or
Sany other person to pay for the service&

(2) Utilization review activities conducted, in accordance with the
requirements of the program established under part B of title XI
of the Social Security Act with respect to services furnished by a hos-
pital to patients insured under part A of this title or entitled to have
payment made for such services under part B of this title or under
a State plan approved under title V or XIX, by a Profebsional Stand-
ards Review Organization designated for the area in which such
hospital is located shall be deeined to have been conducted pursuant
to arrangements between such hospital and such organization under
which such hospital is obligated to pay to such organization. as a con-
dition of receiving payment for hospital services so furnished under
this part or under such a State plan, such amount as is reasonably in-
curred and requested (as determined under regulations of the Secre-
tary) by such organization in conducting such review activities with
respect to services furnished by such hospital to such patients.'

State and United States

(x) The terms "State" and "United States" have the meaning given
to them by subsections (h) and (i), respectively, of section 210.

* Post-Hospital Extended Care in Christian Science Skilled Nursing Facilities

(y) (1) The term "skilled nursing facility" also includes a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts, but only (except
for purposes of subsection (a) (2)) with respect to items and services
ordinarily furnished by such an institution to inpatients, and pay-
ment may be made with respect to services provided by or in such an
institution only to such extent and under such conditions, limitations,
and requirements (in addition to or in lieu of the conditions, limita-
tions, and requirements otherwise applicable) as may be provided in
regulations.

(2) Notwithstanding any other provision of this title, payment un-
der part A may not be made for services furnished an individual in a
skilled nursing facility to which paragraph (1) applies unless such
individual elects, in accordance with regulations, for a spell of ill-
ness to have such services treated as post-hospital extended care serv-
ices for purposes of such part; and payment under part A may not
be made for post-hospital extended care services-

(A) furnished an individual during such spell of illness in a
skilled nursing facility to which paragraph (1) applies after---*

(i) such services have been furnished to him in such a
facility for 30 days during such spell, or

1Paragraph (2) was added by section 112 of P.L. 94-182 and was amended by section
5(m) of P.1. 95-142.
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(ii) such services have been furnished to him during such
spell in a skilled nursing facility to which such paragraph
does not apply; or

(B) furnished an individual during such spell of illness in a
skilled nursing facility to which paragraph (1) does not apply
after such services have been furnished to him during such spell
in a skilled nursing facility to which such paragraph applies.

(3) The amount payable under part A for post-ho-spital extended
care services furnished an individual during any spell of illness in a
skilled nursing facility to which paragraph (1) applies shall be re-
duced by a coinsurance amount equal to one-eighth of the inpatient
hospital deductible for each day before the 31st day on which he is
furnished such services in such a facility during such spell (and the
reduction uider this paragraph shall be in lieu of any reduction under
section 1813(a) (3)).

(4) For purposes of subsection (i), the determination of whether
services furnished by or in an institution de,-cribed in paragraph (1)
constitute post-hospital extended care services shall be made in ac-
cordance with and subject to such conditions, limitations, and require-
ments as may be provided in regulations.

Institutional Planning
(z) An overall plan and budget of a hospital, extended care fa-

cility, or home health agency shall be considered sufficient if it-
(1) provides for an annual operating budget which includes

all anticipated income and expenses related to items which would,
under generally accepted accounting principles, be considered
income and expense items (except that nothing in this paragraph
shall require that there be prepared, in connection with any
budget an item-by-item identification of the components of each
type of anticipated expenditure or income) ;

(2) provides for a capital expenditures plan for at least a 3-
year period (including the year to which the operating budget
described in subparagraph (1) is applicable) which includes and
identifies in detail the anticipated sources of financing for, and
the objectives of, each anticipated expenditure in excess of $100,-
000 related to the acquisition of land, the improvement of land,
buildings, and equipment, and the replacement, modernization,
and expansion of the buildings and equipment which would,
under generally -accepted accounting principles, be considered
capital items;

(3) provides for review and updating at least annually; and
(4) is prepared, under the direction of the governing body of

the institution or agency, by a committee consisting of representa-
tives of the governing body, the administrative staff, and the
medical staff (if any) of the institution or agency.
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Rural Health Clinic Services
(aa) (1) The term "rural health clinic services" means-

(A) physicians' services and such services and supplies as are
covered under section 1SOU (s) (2) (A) if furnished as an incident
to a physician's professional service,

(B) such services furnished by a physician assistant or by a
nurse practitioner and such services and supplies furnished as an
incident to his service as would otherwi.-e be covered if furnished
by a physician or as an incident to a physicians -ervice. and

(C) in the case of a rural heidth clinic located in an area in
which there exists a shortage of home health agencies, part-time
or intermittent nursing care and related medical supplies (other
than drugs and biologicals) furnished by a registered professional
nurse or licensed practical nurse to a homebound individual under
a written plan of treatment (i) established and periodically
reviewed by a physician described in paragraph (2) (B), or (ii)
established by a nurse practitioner or physician assistant and
periodically reviewed and approved Iby a physician described in
paragraph (2) (B),

When furnished to an individual as an outpatient of a rural health
clinic.

(2) The term "rural health clinic" means a facil-ty which-
(A) is primarily engaged in furnishing to outpatients servicess

described in subparagraphs (A) and (B) of paragraph (1);
(B) in the case of a facility which is not a physician-directed

clinic, has an arrangement (consistent with the provisions of State
and local law relative to the practice, performance, and delivery of
health services) with one or more physicians (as defined in sub-
section (r) (1)) under which provision is made for the periodic
ieview by such physicians of covered services furnished by physi-
cian assistants and nurse practitioners, the supervision and guid-
ance by such physicians of physician assistants and nurse pro ".i-
tioners, the preparation by such physicians of such medical orders
for care and treatment of clinic patients as may be necessary, and
the availability of such physicians for such referral of and
consultation for patients as is necessary and for advice and
assistance in the management of medical emergencies; and, in the
case of a physician-directed clinic, has one or more of its staff
physicians perform the activities accomplished through such an
arrangement;

(C) maintains clinical records on all patients;
(D) has arrangements with one or more hospitals, having

agreements in effect under section 1866, for the referral and ad-
mission of patients requiring inpatient services or such diagnostic
or other specialized services as are not available at the clinic;
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(E) has written policies, which are developed with the advice
of (and with provision for review of huch policies from time to
tine by) a group of professional personnel. including one or m11ore
physicians and one or inore physician assistants or niurse practi-
tionelrs. to govern tho:e .-ervices described in paragraph (1) which
it furnishes;

(F) has a physician, physician assistant, or nur.e practitioner
responsible for the execution of policies describe-d in subpara-
giaph (E) and relating to the provision of the clinic's :ervices:

(G) directly provides routine diagnostic services. including
clinical laboratory services, as prescribed in regulations by the
Secretary, and has prompt access to additional diagnostic services
from facilities meeting requirements under this title;

(It) in compliance with State and Federal law. has available
for aidministering to patients of the clinic at least such drugs and
biologicals as are determined by the Secretary to be neces.-,ary for
the treatment of emergency cases (as defined in regulations) and
has appropriate procedures or arrangements for .toning. admin-
istering, and dispensing any drugs and biologicals:

(I) has appropriate procedures for review of utilization of
clinic services to the extent that the Secrttary determines to be
niece.-,ary and feasible; and

(.J) meets such other requirements as the Secretary uma find
necesary in the interest of the health and :afety of the individual.
who are furnished *:1vices by the clinic.

For the purposes of this title. such term includes only a facility which
(i) is located in an area that is not an urbanized arva (as defined by
the Bureau of the Census) and that is designated by the Secretary
either (I) as an area with a shortage of personal health .-ervices under
Section 13'0-2(7) of the Public Health Service Act or (II) as a health
nianpo#oer shortage area described in section *332(a) (1) (A) of that
Act becaus-e of its shortage of primary medical care manpower, (ii)

has filed an agreement with the Secretary by which it agrees not to
charge any individual or other person for items or -ervices for which
such individual is entitled to have payment made under this title,
except for the amount of any deductible or coinsurance amount im-
posed with respect to such items or services (not in exce.-s of the

amount customarily charged for such items and services by such

clinic), pursuant to subsections (a) and (b) of section 1833, (iii)

employs a physician a.-,sistant or nurse practitioner, and iv) is not a

rehabilitation agency or a facility which is priimarily for the care and

treatment of mental diseas.s. A facility that is in operation and(l quali-

lies as a rural health clinic under this title or title XIX and that

-ub.,equently fails to satisfy the requirement of clause (i) shall be

considered, for purposes of this title and title XIX, as still !atisfying

the requirement of such clause.
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(3) The terni "physician assistant" and the term "nur.,e practi-
* tioner"' mean. for the purpo.es of paragraphs (1) and (2). a pliy.ician

assistant or nur-e practitioner who performs such .virvices as such indi-
vidual is legally authorized to perform (in the State in which the
individual performs such ,wrviees) in accordance with State law (or
the State regulatory mechaninmi provided by State law). and who
mieets such training, education, and experience requirements (or any
combination thereof) as the Secretary may prescribe in regulations-'

Exclusions From Coverage

Sec. 1869. (a) Notwithstanding any other provisions of this title, no
payment may be made under part A or part B for any expenLes in-
curred for items or services-

(1) which are not reasonable and necessary for the diagnosis
or treatment of illness or injury or to improve the functioning of
a malformed body member;

(2) for which the individual furnished such items or services
has no legal obligation to pay, and which no other person (by
reason of such individual's mlemlbership in a prepayment plan or
otherwise) has a legal obligation to provide or pay for;

(3) which are paid for directly or indirectly by a governmental
entity (other than under this Act and other than under a Iii -lth
benefits or insurance plan established for employees .i I
entity), except in the ca.-,e of rural health clinic service .-. a- (te-
fined in s•tion 1•61 (aa) (1). and in such other case. as the Sec-
retary may specify;2

(4) which are not provided within the United States (except
for inpatient hospital services furnished outside the United
States under the conditions described in section 1814(f) and, sub-
ject to such conditions, limitations, and requirements as are pro-
vided under or pursuant to this title, physicians' services and am-
bulance services furnished an individual in conjunction with such
inpatient hospital services but only for the period during which
such inpatient hospital services were furnished) ;

(5) which are required as a result of war, or of an act of war,
occurring after the effective date of such individual's current
coverage under such part;

(6) which constitute personal comfort items;
(7) where such expenses are for routine physical checkups. eye-

glasses or eve examinations for the lurpose of pre.-cribing, fitt ilIg.
or changing eyeglasses, p)rocedlures lperforned (during the colmr-e
of any eye examination) to deteriniie the refractive sta te of the
eyes, hearing aids or examinations therefor, or inmmunizat ions

% SWiP ,mictuun iaa) was added by see. 1(dI of P.L. 95-210. See also see. I(e) of that law
whicI+ is printed In this document on pp. 802-S03

2 Paragraph (3) was amended by see. 1(b) of P.L•5 9-210.

21-746 0 - #8 - 36
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(8) where such expenses are for orthopedic shoes or other sup-
portive devices for the feet;

(9) where such expenses are for custodial care;
(10) where such expenses are for cosmetic surgery or are in-

curred in connection therewith, except as required for the prompt
repair of accidental injury or for improvement of the functioning
of a malformed body member;

(11) where such expenses constitute charges imposed by im-
mediate relatives of such individual or members of his household;

(12) where such expenses are for services in connection with the
care, treatment, filling, removal, or replacement of teeth or struc-
tures directly supporting teeth, except that payment may be made
under part A in the case of inpatient hospital services in connec-
tion with the provision of such dental services if the individual,
because of his underlying medical condition and clinical status,
requires hospitalization in connection with the provision of such
services; or

(13) where such expenses are for-
(A) the treatment of flat foot conditions and the prescrip-

tion of supporting devices therefor,
(B) the treatment of subluxations of the foot, or
(C) routine foot care (including the cutting or removal of

corns, warts, or calluses, the trimming of nails, and other
routine hygienic care).

(b) Payment under this title may not be made with respect to any
item or service to the extent that payment has been made. or can rea-
sonably be. expected to be made (as determined in accordance with
regulations), with respect to such item or service, under a workm.,l's
compensation law or plan of the United States or a State. Any pay-
ment under this title with respect to any item or service shall be con-
ditioned on reimbursement to the appropriate Trust Fund established
by this title when notice or other info nation is received that payment
for such item or service has been made under such a law or plan.

(c) [Repealed.] 1
(d) (1) No payment may be made under this title with respect to

any item or services furnished to an individual by a person where the
Secretary determines under this subsection that such person-

(A) has knowingly and willfully made, or caused to be made,
any false statement or representation of a material fact for use
in an application for payment under this title or for use in deter-
mining the right to a payment under this title;

(B) has submitted or caused to be submitted (except in the
case of a provider of services), bills or requests for payment under
this title containing charges (or in applicable cases requests for
payment of costs to such person) for services rendered which the

I Subsection (c) was repealed by section 103 of Public Law 94-182.
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Secretary finds to be .&ubtantiallv in exee.-s of such person's
customary charges (or in applicable ca.es substantially in excess
of suc.hl pe.on's cost.,,) for such services. unless the Secretary
finds there is good cau.e for such bills or requests containing
such charges (or in applicable cases, such costs); or I

(C) has furnished services or supplies which are determined
by the Secretary, on the ba-is of reports transmitted to him in
accordance with lsction 1157 of this Act (or. in the absence of any
such report. on the bawis of .uch data as he acquires in the admin-
istration of the program under this title). to be substantially in
excess of the needs of individuals or to be of a quality which fails
to meet professionally recognized standards of health care.2

(2) A determination made by the Secretary under this subsection
shall be effective at such time and upon such reasonable notice to tile
public and to the person furnishing the services involved as may be
specified in regulations. Such determination shall be effective with
respect to services furnished to an indiN idual on or after the effective
date of such determination (except that in the case of inpatient hospital
services, posthospital extended care services, and home health services
such determination shall be effective in the amaner provided in sec-
tion 1866(b) (3) and (4) with respect to terminations of agreements),
and shall remain in effect until thie Secretary finds and gives reasonable

* notice to the public that the basis for such determination has been
removed and that there is reasonable assurance that it will not recur.

(3) Any person furnishing services described in paragraph (1)
who is dissatisfied with a determination made by the Secretary under
this subsection shall le entitled to reasonable notice and opportunity
for a hearing thereon by the Secretary to the same extent as is pro-
vided in section 205(b), and to judicial review of the Secretary's final
decision after such hearing as is provided in section 205(g).

(4) [Repealed.] 3

(e) (1) Whenever the Secretary determines that. a physician or
other individual practitioner has been convicted (on or after the (late
of the enactment of this stilt.etion. or within such period prior to that
date as the Secretary s pall slecify in relations) of a criminal offense
related to such physician's or practitioner's involvement in the pro-
grains under this title or the program under title XIX. the Secretary
shall su:ppend such physician or practitioner from participation in the
program tinder this title for such period as he may deem appropriate;
and no payment mmav be made under this title with respect to any item
or service furnished by su,'h physician or practitioner during the
period of such suspension. The provisions of paragraphs (2) and
(3) of subiection (d) shall apply with respect to determinations made

* by the Secretary under this subsection.
I Subparagraph (B) was amended by section 13(b) (1) of P.L. 95-142.
'Subparagraph kC) was amended by section 131b) (2) of P.L. 95-142.
' Paragraph (4) was struck out by section 13(a) of P.L. 95-142.
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(2) In any case where the Secretary under paragraph (1) suspends
any physician or other individual practitioner from participation in
the program under this title, he shall-

(A) promptly notify each single State agency which admin-
isters or supervises the administration of a State plan approved
under title XIX of the fact, circumstances, and period of such
suspension; and

(B) promptly notify the appropriate State or local agency
or authority having responsibility for the licensing or certification
of such physician or practitioner of the fact and circumstances of
such suspension, request that appropriate investigations be made
and sanctions invoked in accordance with applicable State law
and policy, and request that such State or local agency or author-
ity keep the Secretary and the Inspector General of the Depart-
ment of Health, Education, and Welfare fully and currently
informed with respect to any actions taken in response to such
request.'

Consultation With State Agencies and Other Organizations To
Develop Conditions of Participation for Providers of Services

Sec. 1863. In carrying out his functions, relating to determination of
conditions of participation by providers of services, under subsections
(e) (9), (f)(4), (g)(4), (j) (11), and (o)(6) of section 1861, the Sec-
retary shall consult with the Health Insurance Benefits Advisory
Council established by section 1867, appropriate State agencies, and
recognized national listing or accrediting bodies, and may consult with
appropriate local agencies. Such conditions prescribed under any of
such subsections may be varied for different areas or different classes
of institutions or agencies and may, at the request of a State, provide
higher requirements for such State than for other States; except
that, in the case of any State or political subdivision of a State which
imposes higher requirements on institutions as a condition to the pur-
chase of services (or of certain specified services) in such institutions
under a State plan approved under title I, XVI, orXIX, thbe Secretary
shall impose like requirements as a condition to the payment for serv-
ices (or for the services specified by the State or subdivision) in such
institutions in such State or subdivision.

Use of State Agencies To Determine Compliance by Providers of
Services With Conditions of Participation

Sec. 1864. (a) The Secretary shall make an agreement with any
State which is able and willing to do so under which the services of the
State health agency or other appropriate State agency (or the ap-
propriate local agencies) will be utilized by him for the purpose of

I Subsection (e) was added by section 7(a) of P.L& 95-142.
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determining whether an institution therein is a hospital or skilled
* nursing facility, or whether an agency therein is a home health agency,

or whether a facility therein is a rural health clinic as defined in sec-
tion 1861(aa) (2), or whether a laboratory meets the requirements of
parz1gra)phs (10) and (11) of section 1861(s), or whether a clinic, re-
habilitation agency or public health agency meets the requirements of
subparagraph (A) or (B). as the case may be, of section 1861 (p) (4).
To the extent that the Secretary finds it appropriate, an institution
or agency which ..ucli a State (or local) agency certifies is a hos-
l)ita!. skilled nursing facility, rural health clinic, or home health
agency (as those terms are defined in section 1861) may be treated
as such by the Secretary. Any State agency which has such an agree-
ment may (subject to approval of the Secretary) furnish to a skilled
nursing facility after proper request by such facility, such special-
ized consultative services (which such agency is able and willing
to furnish in a manner satisfactory to the Secretary) as such fa-
cility may need to meet one or more of the conditions specified in
section 1861(j). Any such services furnished by a State agency shall
be deemed to have been furnished pursuant to such agreement. With-
in 90 days following the completion of each survey of any health
care facility, rural health clinic, laboratory, clinic, agency, or organi-
zation by the appropriate State or local agency described in the first

* .sentence of this subsection, the Secretary shall make public in readily
available form and place tOP pertinent findings of each such survey
relating to the compliance of each such health care facility, rural
health clinic, laboratory, clinic, agency, or organization with (1) the
statutory conditions of participation imposed under this title and (2)
the major additional conditions which the Secretary finds necessary
in the interest of health and safety of individuals who are furnished
care or services by any such health care facility, rural health clinic,
laboratory, clinic, agency, or organization.'

(b) The Secretary shall pay any such State, in advance or by way
of reimbursemient, as may be provided in the agreement with it (and
may make adjustments in such payments on account of overpaymnents
or underpayments previously made), for the reasonable cost of per-
forming the functions specified in subsection (a), and for the Federal
Hospital Insurance Trust Fund's fair share of the costs attributable
to the planning and other efforts directed toward coordination of activ-
ities in carrying out its agreement and other activities related to the
provision of services similar to those for which payment may be made
under part A, or related to the facilities and personnel required for
the provision of such services, or related to improving the quality of
such services.

* (c) The Secretary is authorized to enter into an agreement with
any State under which the appropriate State or local agency which

I Subsection (a) was amended by section 1(1) of P.L. 95-210.
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performs the certification function described in subsection (a) will
survey, on a selective sample basis (or where the Secretary finds that
a survey is appropriate because of substantial allegations of the exist-
ence of a significant deficiency or deficiencies which would, if found to
be present, adversely affect health and safety of patients), hospitals
which have an agreement with the Secretary under section 1866 amd
which are accredited by the Joint Commission on the Accreditation of
Hospitals. The Secretary shall pay for such services in the manner
prescribed in subsection (b).

Effect of Accreditation

Sec. 1865. (a) Except as provided in subsection (b) and the second
sentence of section 1863, if-

(1) an institution is accredited as a hospital by the Joint Com-
mission on Accreditation of Hospitals, and

(2) such institution (if it is included within a survey described
in section 1864(c)) authorizes the Commission to release to the
Secretary (on a confidential basis) upon his request (or such
State agency as the Secretary may designate) a copy of the most
current accreditation survey of such institution made by such
Commission,

then, such institution shall be deemed to meet the requirements of the
numbered paragraphs of section 1861 (e) ; except-

(3) paragraph (6) thereof, and
(4) any standard, promulgated by the Secretary pursuant to

paragraph (9) thereof, which is higher than the requirements
prescribed for accreditation by such Commission.

If such Commission, as a condition for accreditation of a hospital,
requires a utilization review plan (or imposes another requirement
which serves substantially the same purpose) or imposes a standard
which the Secretary determines is at least equivalent to the standard
promulgated by the Secretary as described in paragraph (4) of this
subsection, the Secretary is authorized to find that all institutions so
accredited by such Commission comply also with section 1861(e) (6)
or the standard described in such paragraph (4), as the case may be.
In addition, if the Secretary finds that accreditation of an institution
or agency by the American Osteopathic Association or any other
national accreditation body provides reasonable assurance that any or
all of the conditions of section 1861 (e), (j), or (o), as the case may be,
are met, he may, to the extent he deems it appropriate, treat such
institution or agency as meeting the condition or conditions with
respect to which he made such finding.

(b) Notwithstanding any other provision of this title, if the Secre-
tary finds following a survey made pursuant to section 1864(c) that
an institution has significant deficiencies (as defined in regulations
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pertaining to health and safety), such institution shall, after the date
* of notice of such finding to the hospital and for such period as may be

prescribed in regulations, be deemed not to meet the requirements of
the numbered paragraphs of section 1861(e).

Agreements With Providers of Services

See. 1866. (a) (1) Any provider of services (except a fund desig-
nated for purposes of section 1814(g) and section 1835(e)) shall be
qualified to participate under this title and shall be eligible for pay-
ments under this title if it files with the Secretary an agreement-

(A) not to charge, except as provided in paragraph (2), any
individual or any other person for items or services for which such
individual is entitled to have payment made under this title (or
for which he would be so entitled if such provider of services had
complied with the procedural and other requirements under or
pursuant to this title or for which such provider is paid pursuant
to the provisions of section 1814(e) ), and

(B) not to charge any individual or any other person for
items or services for which such individual is not entitled to have
payment made under this title because payment for expenses in-
curred for such items or services may not be made by reason of
the provisions of paragraph (1) or (9), but only if (i) such
individual was without fault in incurring such expenses and (ii)
the Secretary's determination that such payment may not be made
for such items and services was made after the third year follow-
ing the year in which notice of such payment was sent to such
individual; except that the Secretary may reduce such three-year
period to not less than one year if he finds such reduction is con-
sistent with the objectives of this title, and

(C) to make adequate provision for return (or other disposi-
tion, in accordance with regulations) of any moneys incorrectly
collected from such individual or other person, and

(D) to promptly notify the Secretary of its employment of an
individual who, at any time during the year preceding such eim-
ployment, was employed in a managerial, accounting, auditing,
or similar capacity (as determined by the Secretary by regula-
tion) by an agency or organization whiich serves as a fiscal inter-
mediary or carrier (for purposes of part A or part B, or both, of
this title) with respect to the provider. I

An agreement under this paragraph with a skilled nursing facility
shall be for a term of not exceeding 12 months, except that the Secre-
tary may extend such term for a period not exceeding 2 months, where
the health and safety of patients will not be jeopardized thereby, if he
finds that such extension is necessary to prevent irreparable harm to

SSubparagraph (D) was added by section 15 of P.L. 95-142.
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such facility or hardship to the individuals being furnished items or
services by such facility or if he finds it impracticable within such 12-
month period to determine whether such facility is complying with
the provisions of this title and regulations thereunder.

(2) (A) A provider of services may charge such individual or other
person (i) the ainount of any deduction or coinsurance amount im-
posed pursuant to section 1813(a) (1) or (a) (3), section 1833(b), or
section 1861(y) (3) with respect to such items and services (not in
excess of the amount customarily charged for such items and services
by such provider), and (ii) an amount equal to 20 per centum of the
reasonable charges for such items and services (not in excess of 20 per
centum of the amount customarily charged for such items and services
by such provider) for which payment is made under part B. In the
case of items and services described in section 1833(c), clause (ii) of
the preceding sentence shall be applied by substituting for 20 per cen-
turn the proportion which is appropriate under such section.

(B) (i) Where a provider of services has furnished, at the request of
such individual, items or services which are in excess of or more ex-
pensive than the items or services with respect to which payment may
be made under this title, such provider of services may also charge such
individual or other person for such more expensive items or services
to the extent that the amount customarily charged by it for the items
or services furnished at such request exceeds the amount customarily
charged by it for the items or services with respect to which payment
may be made under this title.

(ii) Where a provider of services customarily furnishes an indi-
vidual items or services which are more expensive than the items or
services determined to be necessary in the efficient delivery of needed
health services under this title and which have not been requested by
such individual, such provider may (except with respect to emergency
services) also charge such individual or other person for such more
expensive items or services to the extent that the costs of (or, if less,
the customary charges for) such more expensive items or services ex-
perienced by such provider in the second fiscal period immediately
preceding the fiscal period in which such charges are imposed exceed
the cost of such items or services determined to be necessary in the
efficient delivery of needed health services, but only if-

(I) the Secretary has provided notice to the public of any
charges being imposed on individuals entitled to benefits under
this title on account of costs in excess of the costs determined to
be necessary in the efficient delivery of needed health services
under this title by particular providers of services in the area in
which such items or services are furnished, and

(II) the provider of services has identified such charges to
such individual or other person, in such manner as the Secretary
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may prescribe, as charges to meet costs in excess of the cost deter-. mined to be necessary in the efficient delivery of needed health
services under this title.

(C) A provider of services may in accordance with its customary
practice also appropriately charge any such individual for any whole
blood (or equivalent quantities of packed red blood cells, as defined
under regulations) furnished him with respect to which a deductible
is imposed under section 1813(a) (2), except that (i) any excess of
such charge over the cost. to such provider for the blood (or equivalent
quantities of packed red blood cells, as so defined) shall be deducted
from any payment to such provider under this title, (ii) no- such
charge may be imposed for the cost of administration of such blood
(or equivalent quantities of packed red blood cells, as so defined) and
(iii) such charge may not be made to the extent such blood (or equiva-
lent quantities of packed red blood cells, as so defined) has been re-
placed on behalf of such individual or arrangements have been made
for its replacement on his behalf.

For purposes of subparagraph (C), whole blood (or equivalent
quantities of packed red blood cells, as so defined) furnished an in-
dividual shall be deemed replaced when the provider of services is
given one pint of blood for each pint of blood (or equivalent quanti-
ties of packed red blood cells, as so defined) furnished such individual

* with respect to which a deduction is imposed under section 1813
(a) (2).

(D) Where a provider of services customarily furnishes items or
services which are in excess of or more expensive than the items or
services with respect to which payment may be made under this title,
such provider, notwithstanding the preceding provisions of this para-
graph, may not, under the authority of section 1866(a) (2) (B) (ii),
charge any individual or other person any amount for such items or
services in excess of the amount of the payment which may otherwise
be made for such items or services under this title if the admitting
physician has a direct or indirect financial interest in such provider.

(3) The Secretary may refuse to enter into or renew an agreement
under this section with a provider of services if any person who has a
direct or indirect ownership or control interest of 5 percent or more in
such provider, or who is an officer. director. agent, or managing
employee (as defined in section 1126(b))) of such provider, is a person
described in section 1126(a).1

(b) An agreement with the Secretary under this section may be
terminated (and in the case of a skilled nursing facility, prior to the
end of the term specified in subsection (a) (1))-

(1) by the provider of services at such time and upon such
notice to the Secretary and the public as may be provided in

I Paragraph (3) was added by section 8(b) (1) of P.. 95-142.
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regulations, except that notice of more than 6 months shall not
be required, or

(2) by the Secretary at such time and upon such reasonable i
notice to the provider of services and the public as may be speci-
fied in regulations, but onlh after the Secretary has determined
(A) that such provide, of services is not complying substantially
with the provisions of such agreement, or with the provisions of
this title and regulations thereunder, or (B) that such provider
of services no longer substantially meets the applicable provisions
of section 1861, or (C) that such provider of services has failed
(i) to provide such information as the Secretary finds necessary to
determine whether payments are or were due under this title and
the amounts thereof, or has refused to permit such examination
of its fiscal and other records by or on behalf of the Secretary as
may be necessary to verify such information, or (ii) to supply
(within such period as may be specified by the Secretary in regu-
lations) upon request specifically addressed to such provider by
the Secretary (I) full and complete information as to the own-
ership of a subcontractor (as defined by the Secretary in regula-
tions) with whom such provider has had, during the previous
twelve months, business transactions in an aggregate amount in
excess of $25,000, and (II) full and complete informat:rn as to
any significant business transactions (as defined by the Secretary
in regulations), occurring during the five-year period ending on
the date of such request, between such provider and any wholly
owned supplier or between such provider and any subcontractor,
or (D) that such provider has made, or caused to be made, any
false statement or representation of a material fact for use in an
application for payment under this title or for use in determining
the right to a payment under this title, or (E) that such provider
has submitted, or caused to be suLmitted, requests for payment
under this title of amounts for rendering services substantially in
excess of the costs incurred by such provider for rendering such
services, or (F) that such provider has furnished services or sup-
plies which are determined by the Secretary to be substantially in
excess of the needs of individuals or to be of a quality which fails
to meet professionally recognized standards of health care, or
(G) that such provider (at the time the agreement was entered
into) did not fully and accurately make any disclosure required
of it by section 1126(a).'

Any termination shall be applicable-
(3) in the case of inpatient hospital services (including tuber-

culosis hospital services and inpatient psychiatric hospital serv-

1Paragraph (2) was amended by sections 3(b), 8(b)(2), and 13(b)(3) of P.L. 95-142. 0
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ices) or post-hospital extended care services, with respect to
services furnished after the effective date of such termination,
except that payment may be made for up to thirty days with
respect to inpatient institutional services furnished to any eligible
individual who was admitted to such institution prior to the
effective date of such termination,

(4) (A) with respect to home health services furnished to an
individual under a plan therefor e6tablished on or after the effec-
tihe date of such termination, or (B) if a plan is established
before such effective date, with respect to such services furnished
to such individual after the calendar year in which such termina-
tion is effective, and

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

(c) (1) Where an agreement filed under this title by a provider of
services has been terminated by the Secretary, such provider may not
file another agreement under this title unless the Secretary finds that
the reason for the termination has been removed and that there is
reasonable assurance that it will not recur.

(2) In the case of a skilled nursing facility participating in the
prograins established by this title and title XIX, the Secretary may
enter into an agreement under this section only if such facility has
been approved pursuant to section 1910(a). and the term of any such
agreement shall be in accordance with the period of approval of eligi-
bility specified by the Secretary l)Urn-uant to such section.1

(d) If the Secretary finds that there is a substantial failure to make
timely review in accordance with section 1861 (k) of long-stay cases in

1Paragraph (2) was amended by section 2(e) of P.L. 9M-210.
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a hospital or skilled nursing facility, he may. in lieu of terminating
his agreement with such hospital or facility, decide that, with respect
to any individual admitted to such hospital or facility after a subse-
quent date specified by hiii. no payment shall be niade under this title
for inpatient hospital serN >-es (including inpatient tuberculosis hos-
pital services aid inpatient psychiatric hospital services) after the
20th day of a continuous period of such services or for post-hospital
extended care services after such day of a continuous period of such
care as is prest ribed ia or pursuant to regulations, as the case may be.
Such decision may be made effective only after such notice to the hos-
pital, or (in the case of a skilled lursing facility) to the facility and
the hospital or hospitals with which it has a transfer agreement. and
to the public, as may be prescribed by regulations. and its effectiveness
shall terminate when the Secretary finds that the reason therefor has
been removed and that there is reasonable assurance that it will not
recur. The Secretary snall not make any such decision except after
reasonable notice and opportunity for hearing to the institution or
agency alfected thereby.

(e) For purposes of this section, the term provider of services"
shall include a clinic, rehabilitation agency or public health agency if,
in the case of a clinic or rehabilitation agency, such clinic or agency
meets the requirements of section 1861(p) (4) (A), or if, in the case

* of a public health agency, such agency meets the requirements of
section 1861(p) (4) (B), but only with respect to the furnishing of
outpatient physical therapy services (as therein defined).

Health Insurance Benefits Advisory Council

Sec. 1867. (a) There is hereby created a Health Insurance Benefits
Advisory Council which shall consist of 19 persons, not otherwise in
the employ of the United States, appointed by the Secretary without
regard to tile provisions of title 5, United States Code, governing ap-
pointnients in the competitive services. The Secretary slhall from time
to time appoint one of the inembers to serve as airmanma. The Mein-
bers shiall include persons who are outstanding in fields related to
hospital, medical, and other health activities, persons who are repre-
sentative of organizations and associations of professional personnel
in the field of medicine, and at least one person who is representative
of the general public. Each member slall hold office for a term of four
years, except that any member appointed to fill a vacancy occurring
prior to the expiration of the term for which his predecessor was ap-
pointed shall be appointed for the remainder of such term. A member
shall not be eligible to serve continuously for more than two terms.
Members of the Advisory Council, while attending meetings or con-
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ferences thereof or otherwise serving on business of the Advisory
Council, shall be entitled to receive compensation at rates fixed by the
Secretary, but not exceeding $100 per (lay, including traveltime, and
while so srving away from their honies or regular places of business
they may be allowed travel expenses, including per diem in lieu of
subsistence, as authorized by section 5703 of title 5, United States
Code, for persons in the Government service employed intermittently.
Tlie Advisory Council shall meet as the Secretary deems necessary,
but not less than annually.

(b) It shall be the function of the Advisory Council to provide
advice and recommendations for the consideration of the Secretary on
matters of general policy with respect to this title and title XIX.

Sec. 1868. [Repealed.]

Determinations; Appeals

Sec. 1869. (a) The determination of whether an individual is en-
titled to benefits under part A or part B, and the determination of the
amount of benefits under part A, shall be made by the Secretary in
accordance with regulations prescribed by him.

(b) (1) Any individual dissatisfied with any determination under
subsection (a) as to--

(A) whether he meets the conditions of section 226 of this Act
or section 103 of the Social Security Amendments of 1965, or

(B) whether lie is eligible to enroll and has enrolled pursuant
to the provisions of part B of this title, or section 1818, or section
1819, or

(C) the amount of benefits under part A (including a deter-
mination where such amount is determined to be zero).

shall be entitled to a hearing thereon by the Secretary to the same
extent as is provided in section 205(b) and to judicial review of the
Secretary's final decision after such hearing as is provided in section
205(g).

(2) Notwithstanding the provisions of subparagraph (C) of para-
graph (1) of this subsection, a hearing shall not be available to an
individual by reason of such subparagraph (C) if the amount in con-
troversy is less than $100; nor shall judicial review be available to an
individual by reason of such subparagraph (C) if the amount in con-
troversy is less than $1,000.

(c) Any institution or agency dissatisfied with any determination
by the Secretary that it is not a provider of services, or with any de-
termination described in section 1866(b) (2), shall be entitled to a
hearing thereon by the Secretary (after reasonable notice and op-
portunity for hearing) to the same extent as is provided in section 0

486



Sec. 1870(a)

205(b), and to judicial review of the Secretary's final decision after
such hearing as is provided in section 205 (g).

Overpayments on Behalf of Individuals and Settlement of Claims
for Benefits on Behalf of Deceased Individuals

Sec. 1870. (a) Anjy payment under this title to any provider of serv-
ices or other person with respect to any items or services furnished
any individual shall be regarded as a payment to such individual.

(b) Where-
(1) more than the correct amount is paid under this title to a

provider of services or other person for items or services furnished
an individual and the Secretary determines (A) that, within
such period as he may specify, the excess over the correct amount
cannot be recouped from such provider of services or other person,
or (B) that such provider of services or other person was without
fault with respect to the payment of such excess over the correct
aniount, or

(2) any payment has been made under section 1814(e) to a
provider of services or other person for items or services furnished
an individual,

proper adjustments shall be made, under regulations prescribed (after
consultation with the Railroad Retirement Board) by the Secretary,

£ by decreasing subsequent payments--
(3) to which such individual is entitled under title II of this

Act or under the Railroad Retirement Act of 1974, as the case
may be, or

(4) if such individual dies before such adjustment has been
completed, to which any other individual is entitled under title II
of this Act or under the Railroad Retirement Act of 1974, as
the case may be, with respect to the wages and self-employment
income or the compensation constituting the basis of the benefits
of such deceased individual under title II of such Act.

As soon as practicable after any adjustment under paragraph (3) or
(4) is determined to be necessary, the Secretary, for purposes of this
section, section 1817(g), and section 1841(f), shall certify (to the
Railroad Retirement Board if the adjustmenit is to be made by de-
creasing subsequent payments under the Railroad Retirement Act of
1974) the amount of the overpayment as to which the adjustment
is to be made. For purposes of clause (B) of paragraph (1), such
provider of services or such other person shall, in the absence of evi-
dence to the contrary, be deemed to be without fault if the Secretary's
determination that more than such correct amount was paid was made
subsequent to the third year following the year in which notice was
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sent to such individual that such amount had been paid; except that
the Secretary may reduce such three-year period to not less than one
year if he finds such reduction is consistent with the objectives of this
title.

(c) There shall be no adjustment as provided in subsection (b) (nor
shall there be recovery) in any case where the incorrect payment has
been made (including payments under section' 1814(e)) with respect
to an individual who is without fault or where the adljustment (or
recovery) would be inade by decreasing paynments to which another
person who is without fault is entitled as provided in subsection
(b) (4), if such adjustment (or recovery) would defeat the purposes
of title II or title XVIII or would be against equity and good con-
science. Adjustment or recovery of an incorrect payment (or only
such part of an incorrect payment as the Secretary determines to be
inconsistent with the purposes of this title) against Vn individual who
is without fault shall be deemed to be against equity and good con-
%cience if (A) the incorrect payment was made for expenses incurred
for items or services for which payment may not be made under this
title by reason of the provisions of paragraph (1) or (9) of section
1862 and (B) if the Secretary's determination that such payment was
incorrect was made subsequent to the third year following the year in
which notice of such payment was sent to such individual; except that
the Secretary may reduce such three-year period to not less than one
year if lie finds such reduction is consistent with the objectives of this
title. I

(d) No certifying or disbursing officer shall be held liable for any
amount certified or paid by him to any provider of services or other
person where the adjustment or recovery of such amount is waived
under subsection (c) or where adjustment under subsection (b) is not
completed prior to the death of all persons against whose benefits such
adjustment is authorized.

(e) If an individual, who received services for which payment
may be made to such individual under this title, dies, and payment for
such services was made (other than under this title), and the indi-
vidual died before any payments due him under this title with respect
to such services was completed, payment of the amount due (including
the amount of any unnegotiated checks) shall be made-

(1) if the payment for such services was made (before or
after such individual's death) by a person other than the deceased
individual, to the person or persons determined by the Secretary
under regulations to have paid for such services. or if the pay-
ment for such services was made by the deceased individual be-
fore his death, to the legal representative of the estate of such
deceased individual, if any;
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(2) if there is no person who meets the requirements of para-
* graph (1), to the person, if any, who is determined by the Secre-

tary to be the surv-iving spouse of the deceased individual and
who was either living in the bame household with the deceased
at the time of his death or was, for the month in which the
deceased individual died, entitled to a monthly benefit on the
basis of the same wages and self-emp•loymnent income as was the
deceased individual;

(3) if there is no person who meets the requirements of para-
graph (1) or (2), or if the person who meets such requirements
dies before the payment due him under this title is completed,
to the child or children, if any, of tile deceased individual who
were, for the month in which the deceased individual died,
entitled to monthly benefits on the basis of the same wages and
self-employment income as was the deceased individual (and,
in case there is more than one such child, in equal parts to each
such child) ;

(4) if there is no person who meets the requirements of para-
graph (1), (2), or (3), or if each person who meets such require-
ments dies before the payment due him under this title is com-
pleted, to the parent or parents, if any, of the deceased individual
who were, for the month in which the deceased individual died,

* entitled to monthly benefits on the basis of the same wages and
self-employment income as was the deceased individual (and, in
case there is more than one such parent, in equal parts to each
such parent) ;

(5) if there is no person who meets the requirements of para-
graph (1), (2), (3), or (4), or if each person who meets such
requirements dies before the payment due him under this title
is completed, to tile person, if any, determined by the Secretary
to be the surviving spouse of the deceased individual;

(6) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), or (5), or if each person who meets such
requirements dies before the payment dire him under this title is
completed, to tile person or persons, if any, determined by tile
Secretary to be the child or children of the deceased individual
(and, in case there is more than one such child, in equal parts to
each such child);

(7) if there is no person who meets the requirements of para-
graph (1), (2), (3), (4), (5), or (6), or if each person who meets
such requirements dies before the payment due him under this
title is completed, to the parent or parents, if any, of the deceased
individual (and, in case there is more than one such parent, in

Sequel parts to each such parent) ; or

21-746 0 - 71i - 37
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(8) if there is no person who meets the requirements of para-0
graph (1), (2), (3), (4), (5), (6), or (7), or if each person whoI
meets such requirements dies before thie payment due him under
this title is completed, to the legal representatives of the estate
of the deceased individual, if any.

(f) If an individual who received medical and other health serv-
ices for which payment may be made under section 1832(a) (1) dies,
and-

(1) no assignment of the right to payments was made by such
individual before his death, and

(2) payment for such services has not been made,
payment for such services shall be made to the physician or other
person who provided such services, but payment shall be made under
this subsection only in such amount and subject to such conditions
as would have been applicable if the individual who received the
services had not died, and only if the person or persons who provided
the services agrees that the reasonable charge is the full charge for tho
services.

(g) If an individual, who is enrolled under section 1818(c) of the
Social Security Act or under section 1837, dies, and premiums with
respect to such enrollment have been received with respect to such
individual for any month after the month of his death, such premiums
shall be refunded to the person or persons determined uy the Secretar3W
wider regulationLs to have paid such premiums or if payment for such
premiums was made by the deceased individual before his death, to
the legal representative of the estate of such deceased individual, if
any. If there is no person who meets the requirements of the preceding
sentence such premiums shall be refunded to the person or persons
in the priorities specified in paragraphs (2) through (7) of subsec-
tion (e).

Regulations

Sec. 1871. The Secretary shall prescribe such regulations as may
be necessary to carry out. the administration of the insurance pro-
grams under this title. When used in this title, the term "regulations"
means, unless the context otherwise requires, regulations prescribed
by the Secretary.

Application of Certain Provisions of Title II

See. 1872. The provisions of sections 206 and 216(j), and of sub-
sections (a), (d), (e), (f), (h), (i), (j), (k), and (1) of section 205,
shall also apply with respect to this title to the same extent as they
are applicable with respect to title II.
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Designation of Organization or Publication by Name
Sec. 1873. l)esignation in this title, liv n1:1e, of any nonlgovern-

mental organization or publication shall not be affected by ,Jhange of
name of such organization or publication, and shall apply to any
successor organization or publication which the Secretary finds serves
the purpose Cfor which such designation is made.

Administration

Sec. 1874. (a) Except as otherwise provided in this title and in the
Railroad Retirement Act of 1974, the insurance progrI1aiis established
by this title slall be administered by the Secretary. The Secretary
may perform any of his functions under this title directly, or by con-
tract providing for paynwlt in advance or by way of reimbursement,
and in suich installments, as the Secretary inay deemn neceary.

(b) The Secretary may contract with any pel'soll. agency, or insti-
tution to secure on a reimbursable basis such special data, actuarial
information, and other information as may be necessary in the carry-
ing out of his functions under this title.

(c) In the course of any hearing, investigation, or other proceeding
that lie is authorized to conduct under this title, the Secretary may
administer oaths and affirmations.

Studies and Recommendations

Sec. 1875. (a) The Secretary shall carry on studies and develop rec-
ommendations to be submitted from time to time to the Congress
relating to health care of the aged and the disabled, including studies
and recommendations concerning (1) the adequacy of existing per-
sonnel and facilities for health care for lprposes of the programs
under parts A and B; (2) methods for encouraging the further de-
velopmnent of efficient and economical forms of health care which are
a constructive alternative to inpatient hospital care; and (3) the
effects of the, deductibles and coinsurance provisions upon benefici-
aries, persons who provide health services, and the financing of the
program.

(b) The Secretary shall make a continuing study of the operation
and administration of the insurance programs under parts A and B
(including a validation of the accreditation process of the Joint Com-
mission on the Accreditation of IHospitals, the operation and admin-
istration of health maintenance organizations authorized by section
226 of the Social Security Amendments of 1972. the experiments and
demonstration projects authorized by section 402 of the Social Se-
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curity knmendments of 1967, and the experiments and demonstra-
tion projects authorized by section 222(a) of the Social Security
Amendments of 1972), and shall transmit to the Congress annually
a report. concerning the operation of such programs.

Payments to Health Maintenance Organizations

Se--. 1876. (a)(1) In lieu of amounts which would otherwise be
payable pursuant to sections 1814(b) and 1S33(a), the Secretary is
authorized to determine, by actuarial methods, as provided in this
section, but only with respect to a health maintenance organization
with which lie has entered into a contract under subsection (i), a per
capita rate of payeinemt-

(A) for services provided under parts A and B for individuals
enrolled with such organization pursuant to subsection (e) who
are entitled to hospital insurance benefits under part A and en-
rolled for medical insurance benefits under part B, and

(B) for services provided under part B for individuals en-
rolled with such organization pursuant to subsection (e) who are
not entitled to benefits under part A but who are enrolled for
benefits under Part B.

(2) An interim per capita rate of payment for each health mainte-
nance organization shall be determined annually by the Secretary on
the basis of each organization's annual operating budget and enroll-
mnent forecast which shall be submitted (in such form and in such de-
tail as the Secretary may prescribe) at least 90 days before the begin-
ning of each contract year. Each interim rate shall be equal to the esti-
mated per capita cost (based upon types amd components of expenses
otherwise reinlhursable under this title) of providing services defined
in paragraph (3) (A) (iii). In the event that the data requested to
be furnished by a health maintenance organization are not furnished
timely, such reduction in interim payments may be made by the Secre-
tary as is appropriate, until such time as a reasonable estimate of per
capita costs can be made. Each month, the Secretary shall pay each
such organization its interim per capita rate, in advance, for each
individual enrolled with it pursuant to subsection (e). Each such or-
ganization shall submit interim estimated cost reports and enrollment
data on a quarterly basis in such form and manner satisfactory to the
Secretary, and the Secretary shall adjust each interim per capita rate
to the extent necessary to maintain interim payments at the level of
current costs. Interim payments made under this paragraph shall be
subject to retroactive adjustment at the end of each contract year as
provided in paragraph (3).

(3) (A) With respect to any health maintenance organization
which has entered into a risk sharing contract with the Secretary pur-
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suant to subsection (i) (2) (A), payments made to such organization
* shall be subject to the following adjustments at the end of each con-

I ract year:
(i) if the Secretary determines that the per capita incurred

cost of any such organization in any contract year for providing
services described in paragraph (1) is less than the adjusted aver-
age per capita incurred cost (as defined herein) of providing
such services, the resulting difference (hereinafter referred to as
"savings") shall be apportioned following the close of a contract
year for such year between such organization and the Fed.ral
Hospital Insurance Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund (hereinafter collectively referred
to as the "Medicare Trust Funds") as follows!

(I) savings up to 20 percent of the adjusted ..-erage pe:
capita cost shall be apportioned equally between such orga-
nization and the Medicare Trust Funds;

(1I) savings in excess of 20 percent of the adjusted aver-
age per capita cost shall be apportioned entirely to such Trust
Funds;

(ii) if the Secretary determines that the per capita incurred
cost of any such organization in any contract year for providing
services described in paragraph (1) is greater than the adjusted
average per capita incurred cost of providing such services, the
resulting difference (hereinafter referred to as "'losses"), shall be
absorbed by such organization, and shall be carried forward and
offset from savings realized in later years;

(iii) determination of any amounts payable at the close of the
contract year to such organization or to the Trust Funds shall be
made as follows:

(I) within in 90 days after close of a contract year, interim
determination of the amount of estimated savings and appor-
tionment thereof shall be made, actuarially, on the basis of
interim reports of costs incurred by an organization, and ad-
justed average per capita costs incurred (as defined herein),
and other evidence acceptable to the Secretary and one-half
of any amounts deemed payable to such organization or the
Trust Funds shall be paid by such organization or the Secre-
tury as appropriate;

(II) final settlement and payment by the Secretary or or-
ganization, as appropriate, of any additional amounts due
on basis of such final settlement will be made where adequate
data for actuarial computation are available, in timely fash-
ion following submission by such organization of reports

* specified in subparagraph (C) of this paragraph; and
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(III) where such final settlement is reached more than 90
days following submission of repoils specified in subpara-
graph (C) of this paragraph, any amount payable by the
Secretary or organization shall be increased by an interest
amount, accruing from the 91st day following submission of
such report, equal to the average rate of interest payable on
Federal obligations if issued on such 91st day for purchase by
the Trust Funds.

(iv) The term "adjusted average per capita cost" means the
average per capita amount that the Secretary determines (on the
basis of actual experience, or retrospective actuarial equivalent
based upon an adequate sample and other information and data,
in the geographic area served by a health maintenance organiza-
tion or in a similar area, with appropriate adjustment to assure
actuarial equivalence, including adjustments relating to age dis-
tribution, sex, race, institutional status, disability status, and any
other relevant factors) would be payable in any contract year for
services covered under this title and types of expenses otherwise
reimbursable under this title (including administrative costs
incurred by organizations described in sections 1816 and 1842) if
such services were to be furnished by other than such health main-
tenance organization.

(B) With respect to any health maintenance organization which
has entered into a reasonable cost reimbursement contract with the
Secretary pursuant to subsection (i) (2) (B), payments made to such
organization shall be subject to suitable retroactive corrective adjust-
ments at the end of each contract year so as to assure that such orga-
nization is paid for the reasonable cost actually incurred (excluding
therefrom any part of incurred cost found to be unnecessary in the
efficient delivery of health services) for the types of expenses otherwise
reimbursable under this title for providing services covered under this
title to individuals described in paragraph (1).

(C) Any contract with a health maintenance organization under
this title shall provide that the Secretary shall require, at such time
following the expiration of each accounting period of a health main-
tenance organization (and in such form and in such detail) as he may
prescribe:

(i) that such health maintenance organization report to him
in an independently certified financial statement its per capital
incurred cost based on the types and components of expenses
otherwise reimbursable under this title for providing services
described in paragraph (1), including therein, in accordance with
accounting procedures prescribed by the Secretary, its methods
of allocating costs between individuals enrolled under this .section
and other individuals enrolled with such organization;
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(ii) that failure to report such information as may be required
inay be (leenlied to conslitute evidence of likely overlaymeiA on
tile basis of wh-ich appropriate collection action may be taken;

(iii) that in any case in which a health maintenance orgrainza-
tion is related to another orf:inization by common ownership or
coIltrol, a consolidated financial statement shall be filed and that
the allowable costs for such organization may not include costs
for the types of expense otlierwiz-e reimbursable under this title,
in excess of those which woull be determined to be reasonable in
accordance with regulations (providing for iiniting reimburse-
Inent to costs rather than charges to the health maintenance orga-
nization by rel:lteed organizations and owners) issued by the
Secretary in accordance with section 1861((v) of the Social
Security Act: and

(iv) that in any case in which compensation is paid by a health
maintenance organization substantially in excess of what is mior-
mally paid for similar services by similar practitioners (regard-
less of method of compensation), such compensation may as
appropriate be considered to constitute a distribution of profits.

(4) The paynients to health maintenance organizations under this
subparagraph with respect to individuals described in subsection (a)

S(1) (A) shall be made from the Federal IHoslpital Insurance Trust
Fund amd the Federal Sulpplenentary Medical Insurance Trust Fund.
The portion of sich ilpaymuent to such an organization for a month to
be paid by the latter trust fund shall be equal to 200 percent of the
suI11 of-

(A) the product of (i) the number of covered enrollees of such
organization for such lnoith (as described in paragraph (1))
who have attained age 65, anId (ii) the monthly actuarial rate
for supl)elhmentary medical insurance for such mouth as deter-
mined under section 1839(c) (1), and

(B) the product of (i) the number of covered enrollees of such
organization for such month (as described in paragraph (1))
who have not attained age 65, and (ii) the monthly actuarial rate
for sulpplementary medical insurance for such month as deter-
mimied murder section 1839(c) (4).

The remainder of such paynlent shall be paid by the former trust
fund. For limitation on Federal participation for capital expenditures
which are out of conformity with a coml)rehlensive plan of a State or
areawide planning agency, see section 1122.

(b) (1) The term "health maintenance organization" means a legal
entity which provides health serviees on a prepayment basis to indi-

S viduals enrolled with such organizations and which-
(A) provides to its enrollees who are insured for benefits under

parts A and B of this title or for benefits wider part B alone,
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through institutions, entities, and persons meeting the applicable
requirements of section 1861, all of the services and benefits
covered under such parts (to the extent applicable under subpars-
graph (A) or (B) of subsection (a) (1)) which are available to
individuals residing in the geographic area served by the
organization;

(B) provides such services in the manner prescribed by section
1301(b) of the Public Health Service Act, except that solely for
the purposes of this sect ion-

(i) the term "basic health services" and references thereto
shall be deemed to refer to the services and benefits included
under parts A and B of this title;

(ii) the organization shall not be required to fix the basic
health services payment under a community rating system;

(iii) the additional nominal payments authorized by sec-
tion 1301(b) (1) (D) of such Act shall not exceed the limits
applicable under subsection (g) of this section; and

(iv) payment for basic health services provided by the
organization to its enrollees under this section or for serv-
ices such enrollees receive other than through the organiza-
tion shall be made as provided for by this title;

(C) is organized and operated in the manner prescribed by see-
tion 1301 (c) of the Public Health Service Act, except that solely
for the purposes of this section-

(i) the term "basic health services" and references thereto
shall be deemed to refer to the services and benefits included
under parts A and B of this title;

(ii) the organization shall not be reimbursed for the cost
of reinsurance except as permitted by subsection (i) of this
section; and

(iii) the organization shall have an open enrollment period
as provided for in subsection (k) of this section.

(2) (A) The duties and functions of the Secretary, insofar as they
involve making determinations as to whether an organization is a
"health maintenance organization" within the meaning of paragraph
(1), shall be administered through the Assistant Secretary for Health
and in the Office of the Assistant Secretary for Health, and the admin-
istration of such duties and functions shall be integrated with the
administration of section 1312 (a) and (b) of the Public Health
Service Act.

(B) Except as provided in subparagraph (A), the Secretary shall
administer the provisions of this section through the Commissioner
of Social Security.'

I Subsection (b) was amended by section 201(a) of P.L 94-460.
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(c) T•e benefits provided under this section to enrollees of an
Organization which has entered into a risk sharing contract with the

" ecietary pursuant to sulisection (i) (2) (A) shall consist of-
(1) in the case of an individual who is entitled to hospital in-

surance benefits under part A and enrolled for medical insur-
ance benefits under part B-

(A) entitlement to have payment made on his behalf for
all services described in section 1812 and section 1832 which
are furnished to him by the health maintenance organization
with which he is enrolled pursuant to subsection (e) of this
section; and

(B) entitlement to have payment made by such Lealth
maintenance organization to him or on his behalf for (i)
such emergency services (as defined in regulations), (ii) such
urgently needed services (as defined in regulations) fur-
nished to him during a period of temporary absence (as de-
fined in regulations) from the geographic area served by
the health maintenance organization with which he is en-
rolled, and (iii) such other services as may be determined,
in accordance with subsection (f), to be services which the
individual was entitled to have furnished by the health
maintenance organization, as may be furnished to him by a
physician, supplier, or provider of services, other than the
health maintenance organization with which he is enrolled;
and

(2) in the case of an individual who is not entitled to hospital
insurance benefits under part A but who is enrolled for medical
insurance benefits under part B, entitlement to have payment
made for services described in paragraph (1), but only to the
extent that such services are also described in section 1832.

(d) Subject to the provisions of subsection (e), every individual
described in subsection (c) shall be eligible to enroll with any health
maintenance organization (as defined in subsection (b)) which serves
the geographic area in which such individual resides.

(e) An individual may enroll with a health maintenance organiza-
tion under this section, and may terminate such enrollment, as may
be prescribed by regulations.

(f) Any individual enrolled with a health maintenance organiza-
tion under this section who is dissatisfied by reason of his failure to
receive without additional cost to him any health service to which he
believes lie is entitled shall. if the amount in controversy is $100 or
more, be entitled to a hearing before the Secretary to the same extent
as is provided in section 205()b) and in any such hearing the Secretary

*6all make such health maintenance organization a party thereto. If
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the amount in controversy is $1,000 or more, such individual or healthh,
maintenance organization shall be entitled to judicial review of tIP
Secretary's final decision after such hearing as is provided in section
205(g).

(g) (1) If the health maintenance organization provides its en-
rollees under this section only the services described in subsection (c),
its premium rate or other charges for such enrollees shall not exceed
the actuarial value of the deductible and coinsurance which would
otherwise be applicable to such enrollees under part A and part B, if
they were not enrolled under this section.

(2) If the health maintenance organization provides to its enrollees
under this section services in addition to those described in subsection
(c), election of coverage for such additional services shall be optional
for such enrollees and such organization shall furnish such enrollees
with information on the portion of its premium rate or other charges
applicable to such additional services. The portion of its premium rate
or other charges applicable to the services described in subsection (c)
shall not exceed the actuarial value of the deductible and coiiliurance
which would otherwise be applicable to such enrollees under part A
and part B if they were not enrolled under this section.

(h) (1) Except as provided in paragraph (2), each health mainte-
nance organization with which the Secretary enters into a contract
under this section shall have an enrolled membership at least half
which consists of individuals who have not attained age 65.

(2) The Secretary may waive the requirement imposed in para-
graph (1) for a period of not more than three years from the date a
health maintenance organization first enters into an agreement with
the Secretary pursuant to subsection (i), but only for so long as such
organization demonstrates to the satisfaction of the Secretary by the
submission of its plan for each year that it is making continuous efforts
and progress toward compliance with the provisions of paragraph
(1) within such three-year period.'

(i) (1) Subject to the limitations contained in subparagraplhs (A)
and (B) of paragraph (2), the Secretary is authorized to enter into
a contract with any health maintenance organization which under-
takes to provide, on an interim per capita l)rel)ayment basis, the serv-
ices described in section 1832 (and section 1812, in the case of indi-
viduals who are entitled to hospital insurance benefits under part A)
to individuals enrolled with such organization pursuant to subsec-
tion (e).

(2) (A) If the health maintenance organization (i) has a current
enrollment of not less than 25,000 members on a prepaid capitation

I Subsection (h) was amended by section 201 (b) of P.L. 94-440.
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basis and has been the primary source of health care of at least 8,000
Slpersons ill each of the two years imelediately precedilig the contract

year, or (ii) serves a nonirballn geographic area, has a current enroll-
ment of not less thian 5,0U00 members on a prepaid capitation basis
and h.as been the primary source of health care for at least 1,500 per-
sons in each of tli( three years immediately preceding the contract
year, the Secretary imay (iter into a risk sharing contract with such
organization lUrstianlt to which any savihJgs, as determined l)lpstiant
to subsection (a) (3) (A), are shared between such organization and
the Medicare Trulst F1unds(ls in the mailer prescribed in such subsec-
tion. For l)urlmoses of this stl)lparagrrapli. a lialth maintenance orga-
nization slall b)e ,ouiside•red to .wrve a nonirban geographic area if it
is located in a nollilletropolitan county (that is, a county with fewer
than -50,000 inhabitants), or if it has at least one such county in its
normal service area. or if it is located outside of a' metropolitan area
and its facilities are wit llh reasonable travel distance (as defined
by the Secretary) of fewer than 50.0I0) individuals. No health main-
tenance org'aniization which has entered into a risk-slaring contract
with the Secretary muder this sul)pa:ragjtraph and lhas voluntarily ter-
minated such contract may again eq•ter ilto .such a contract.

(B) If the lhealth imaiiitenaitce organization does not iiieet the re-
juireltents of subparagraplh (A), or if (lie Seciretary is not satisfied
that the health mailt elniace orlaillzation lhas the capacity to bear the
risk of Potential losses as dletermilivid ulilder claulse (ii) of subsection
(a) (3) (A), or if the lhealtlh maintenance organization meeting the re-
quirements of subpar'agrapli (A) so electts, or if all org-aiization does
not fully meet tlie relIuiremnenis of section 1876,(b) but has demon-
strated to the satisfaction of the Secretary tliat it is making reasonable
efforts to lmie-t, :allid is dew-lojljgr thle cajpability to fully meet, such

requirements, and that it fully inie.ts such basic re(Illireiiielits as the
Secretary shall prescribe in regitlatiols, tIl Secret ar mIa, if he is

otherwise satislie,! that the liealnlt mthin tnammc.e organization or other
organization is ablhe to perform its colniract 'ual obligations effectively
and efficiently, enter into a c'Uitract with si,'li organization pursuanit to
which such org:,lnization is reimbursed on tile basis of its rea.somutidle
cost (as deiti(ed in section 1861(')) in thie minmier prescribed in sub-
section (a) (3) (B).

(3) Such contract may, at the option of such organization, pro-
vide that the Secretary (A) will reimburse hospitals and skilled
nursing facilities for the reasonable cost (as determined tinder section
1861(v) of services furnished to individuals enrolled with such orga-
nization pursuant to subsection (e), and (B) will deduct the amount

* of such reimbursement from payments wliich would otherwise be made
to such organization. If a health maintenance organization pays a
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hospital or skilled nursing facility directly, the amount paid shall not
exceed the ipasonable cost of the services (as determined under sec-
tion 1861(-*)) unless such organization demonstrates to the satisfac-
tion of the Secretary that such excess jpaymnents are justified on the
basis of advantages gained by the organization.

(4) Each contract under this section shall be for a term of at least
one year, as determined by the Secretary, and may be made auto-
matically renewable from term to term in the absence of notice by
either party of intention to terminate at the end of the current term;
except that the Secretary may terminate any such contract at any time
(after such reasonable notice and opportunity for hearing to the health
maintenance organization involved as he may lprovile in regulations),
if he finds that the organization (A) has failed substantially to carry
out the contract, (B) is carrying out the contract in a manner incon-
sistent with the efficient and effective administration of this section, or
(C) no longer substantially meets the applicable conditions of
subsection (b).

(5) The effective date of any contract executed pursuant to this sub-
section shall be specified in such contract pursuant to the regulations.

(6) Each contract under this section-
(A) shall provide that the Secretary, or any person or organi-

zation designated by him-
(i) shall have the right to inspect or otherwise evaluate

the quality, appropriateness, and timeliness of services per-
formed under such contract; and

(ii) shall have the right to audit and inspect any books and
records of such health maintenance organization which per-
tain to services performed and determinations of amounts
payable under such contract;

(B) shall provide that no reinsurance costs (other than costs
with respect to out-of-area services and, in the case of an organi-
zation which has entered into a risk-sharing contract with the
Secretary pursuant to paragraplh (2) (A), the cost of providing
any member with basic health services the aggregate value of
which exceeds $5,000 in any year), including any underwriting
of risk relating to costs in excess of adjusted average per capita
cost, as defined in clause (iii) of subsection (a) (3) (A). shall be
allowed for purposes of determining payments authorized under
this section; and I

(C) shall contain such other terms and conditions not incon-
sistent with this section as the Secretary may find necessary.

(j) The function vested in the Secretary by subsection (i) may
be performed without regard to such provisions of law or of other

1 Subparagraph (B) was amended by section 201 (c) of P.L. 94-460.
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regulations relating to the making, performance, anendlin( in. or modi-
fication of contracts of the United States as the Sccretary may deter-
mine to be inconsistent with the furtherance of the purpose of this
title.

(k) Each health maintenance organization with which the Secre-
tary enters into a contract under this section shall have an open enroll-
meat period at least every year under which it accepts up to the limits
of its capacity and without restrictions, except as may be authorized
in regulations. individuals who are eligible to enroll under subs.,ection
(d) in the order in which they apply for enrollment (unless to do so
would result in failure to mieet the requirements of subsection (h) )
or would result in enrollment of enrollees substantially nonrepresenta-
tive, as determined in a'cordance with regulations of the Secretary,
of the population in the geographic area served by such health main-
tenance organization.'

Penalties
See. 1877. (a) Whoever-

(1) knowingly and willfully makes or causes to be made any
false statement or representation of a material fact in any appli-
cation for any benefit or payment under this title.

(2) at any tine knowingly and willfully makes or causes to be
made any false statement or representation of a material fact for
use in l(hterniiningy rights to any such benefit or payment,

(3) having knowledge of the occurrence of any event affect-
ing (A) his initial or continued right to any such benefit or pay-
nient, or (B) the initial or continued right to any such benefit or
payment of any other individual in whose behalf lie has applied
for or is receiving such benefit or payment, conceals or fails to
disclose such event with an intent fraudulently to secure such bene-
fit or payment either in a greater amount or quantity than is due
or when no such benefit or payment is authorized, or

(4) having made application to re'-:eive any such benefit or
payment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

shall (i) in the case of such a statement, representation, concealment,
failure, or conversion by any person in connection with the furnishing
(by that pen-on) of items or services for which payment is or ma:" be
made under this title, be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for not more than five years
or both. or (ii) in the case of such a statement, representation, conceal-

* ment, failure, or conversion by any other person, be guilty of a mis-

I Subsection (k) was added by section 201 (d) of P.L. 94-460
2 Section 1877 was amended, in its entirety, by section 4(a) of P.L. 95-142.
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demeanor and upon conviction thereof fined not more than $10,000 or
imprisoned for not more than one year, or both.

(b) (1) Whoever solicits or receives any remuneration (including
any kickback, bribe, or rebate) directly or indirecly, ovt-rtly or
covertly, in cash or in kind-

(A) in return for referring an individual to a person for the
furnishing or arranging for the furnishing of any item or service
for which payment may be made in whole or in part under this
title, or

(B) in return for purchasing, leasing. ordering, or arranging
for or recommending purchasing, leasing, or ordering any good,
facility. service, or items for which payment may 1x,, inade in whole
or in part under this title.

shall be guilty of a felony and upon conviction thereof, :hall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(2) Whoever offers or pays any remuneration (including any kick-
back, bribe, or rebate) directly or indirectly, overtly or covertly, in
cash or in kind to any person to induce such person-

(A) to refer an individual to a person for the furnishing or
arranging for the furnishing of any item or service for which
payment may be made in whole or in part under this title, or

(B) to purchase, lease, order, or arrange for or recommend
purchasing, leasing, or ordering any good, facility, service, or
item for which payment may be made in whole or in part under
this title,

shall be guilty of a felony and upon conviction thereof, shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(3) Paragraphs (1) and (2) shall not apply to--
(A) a discount or other reduction in price obtained by a pro-

vider of services or other entity under this title if the reduction in
price is properly disclosed and appropriately reflected in the costs
claimed or charges made by the provider or entity under this title;
and

(B) any amount paid by an employer to an employee (who
has a bona fide employment relationship with such employer) for
employment in the provision of covered items or services.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
representation of a material fact with respect to the conditions or
operation of any institution or facility in order that such institution
or facility may qualify (either upon initial certification or upon re-
certification) as a hospital, skilled nursing facility, or home health
agency (as those terms are defind in section 1861), shall be guilty of a
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felony and upon conviction thereof shall be fined not more than
* $:5.(, or imiprisoned for not inore than five years., or both.

(d) Whoever accepts a.-ignnwnts des-cribed in section 142(b) (3)
(B) (ii) and knowingly. willfully. and repeatedly violates the term
of such arsignmuents :,pecified in subclau.-e (I) of such section, shall
be guilty of a misdemeanor and upon conviction thereof shall be fined
not Jo,'e than $2,000 or imprisoned for not more than six months, or
both.

Provider Reimbursement Review Board

Sec. 1878. (a) Any provider of services which has filed a required
cost report, withlin the tinie specified in regulations miay obtain a hear-
ing with respect to such cost report by a Provider Reimbursement
Review Bo'ird (hereinafter referred to as the "Board") which shall be
established by thle Secretary in accordance with subsection (h), if-

(1) suclf provider-
(A) is dissatisfied with a final (determination of the orga-

nization serving as its fiscal initerme(diary pursuant to sec-
tion 1816 as to the amount of total prngrain reimblursenlent
due the provider for the items and servicess furnished to indi-
viduals for which payiwent miay be made under this title for
tihe period covered by such report,

S (B) has not received such final determination from such
intermnediary on a tiniely basis after filing such report, where
such report complied with the rtuks and regulations of the
Secretary relating to such report, or

(C) has not received! such fimal deterumination on a timely
basis after filing a supplementary cost report, where such
cost report (lid not so comply 'i1(l such supplementary cost
report (lid so comply,

(2) the amount in controversy is $10,000 or more, and
(3) such provider files a request for a hearing within 180 dlays

after notice of the interinediary's finml determination under para-
graph (1) (A) or with respect to appeals pursuiant to paragraph
(1) (B) or (C), within 180 days after a notice of such deterinina-
tion would have been received if such determination had been
made on a timely basis.

(b) The provisions of subsection (a) shall apply to any group of
providers of services if each provider of services in such group would.
ulpon the filing of an appeal (but, without regard to the N1O,(HJ0 limi-
tation). be entitled to such a hearing, but only if the matters in con-
troversy involve a common question of fact or interpretation of law or. regulations and the amount in controveisy is. in the aggregate $0.0()0
or more.

(e) At such hearing, the ,provider of services shall have the right
to be represented by counsel, to introduce evidence, and to examine and
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cross-examine witnesses. Evidence may be received at any such hearing
even though inadmissable under rules of evidence applicable to court
procedure.

(d) A decision by the Board shall be based upon the record made
at such hearing, which shall include the evidence considered by the
intermediary and such other evidence as may be obtained or received
by the Board, and shall be supported by substantial evidence when the
record is viewed as a whole. The Board shall have the power to affirm,
modify, or reverse a final determination of the fiscal intermediary with
respect to a cost report and to make any other revisions on matters
covered by such cost report (including revisions adverse to the pro-
vider of services) even though such matters were not considered by the
intermediary in making such final determination.

(e) The Board shall have full power and authority to make rules
and establish proeedures, not inconsistent with the provisions of this
title or regulations of the Secretary, which are necessary or appropri-
ate to carry out the provisions of this section. In the course of any
hearing the Board may administer oaths and affirmations. The provi-
sions of subsections (d), (e), and (f) of section 205 with respect to
subpenas shall apply to the. Board to the same extent as they apply to
the Secretary with respect to title II.

(f) (1) A decision of the Board shall be final unless the Secretary,
on his own motion, and within 60 days after the provider of services is
notified of the Board's decision, reverses, affirms, or modifies the
Board's decision. Providers shall have the right to obtain judicial
review of aply final decision of the Board, or of any reversal, affirm-
ance, or modification by the Secretary, by a civil action commenced
within 60 days of the date on which notice of any final decision by
the Board or of any reversal, affirmance, or modification by the Secre-
tary is received. Such action shall be brought in the district court of
the United States for the judicial district in which the provider is
located or in the District Court for the District of Columbia and
shall be tried pursuant to the applicable provisions under chapter 7
of title 5, United States Code, notwithstanding any other provisions
in section 205.

(2) Where a provider seels judicial review pursuant to paragraph
(1), the amount in controversy shall be subject to annual interest
beginning on the first day of the first month beginning after the 180-
day period as determined pursuant to subsection (a) (3) and equal to
the rate of return on equity capital established by regulation pursuant
to section 1861(v) (1) (B) and in effect at the time the civil action
authorized under paragraph (1) is commenced, to be awarded by the
reviewing court in favor of the prevailing party.

(3) No interest awarded pursuant to paragraph (2) shall be deemed
income or cost for the purposes of determining reimbursement due
providers under this Act.
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(g) The finding of a fiscal intermediary that no payment may be
made under this title for any expenses incurred for items or services
furnished to an individual because such items or services are listed in
section 1862 shall not be reviewed by the Board, or by any court pur-
suant to an action brought under subsection (f).

(h) The Board shall be composed of five members appointed by
the Secretary without regard to the provisions of title 5, United States
Code, governing appointments in the competitive services. Two of
such members shall be representative of providers of services. All of
the members of the Board shall be persons knowledgeable in the field
of cost reimbursement, and at least one of them shall be a certified
public accountant. Members of the Board shall be entitled to receive
compensation at rates fixed by the Secretary, but not exceeding the
rate specified (at the time the service involved is rendered by such
members) for grade GS-18 in section 5332 of title 5, United States
Code. The term of office shall he three years, except that the Secretary
shall appoint the initial members of the Board for shorter terms to
the extent necessary to permit staggered terms of office.

(i) The Board is authorized to engage such technical assistance as
may be required to carry out its functions, and the Secretary shall, in
addition, make available to the Board such secretarial, clerical, and
other assistance as the Board may require to carry out its functions.

Limitation on Liability of Beneficiary Where Medicare Claims
Are Disallowed

Sec. 1879. (a) Where-
(1) a determination is made that, by reason of section 1862(a)

(1) or (9), payment may not be made under part A or part B
of this title for any expenses incurred for items or services fur-
nished an individual by a provider of services or by another per-
son pursuant to an assignment under section 1842(b) (3) (B) (ii),
and

(2) both such individual and such provider of services or such
other person, as the case may be. did not know. and could not
reasonably have been expected to know, that payment would not
be made for such items or services under such part A or part B,

then to the extent permitted by this title, payment shall, notwithstand-
ing such determination, be made for such items or services (and for
such period of time as the Secretary finds will carry out the objectives
of this title), as though section 1862(a) (1) and section 1162(a) (9)
did not apply. In each such case the Secretary shall notify both such
individual and such provider of services or such other person, as the
case ma:-, be, of the conditions und-r which payment for such items
or services was made and in the case of comparable situations arising

504



thereafter with respect to such individual or such provider or such
* other person, each shall, by reason of such notice (or similar notices

provided before the enactment of this section), be deemed to have
knowledge that payment cannot be made for such items or services or
reasonably comparable items or services.

(b) In any case in which the provisions of paragraphs (1) and
(2) of subsection (a) are met, except that such provider or such other
person, as the case may be, knew, or could be expected to know, that
payment for such services or items could not be made under such
part A or part B, then the Secretary shall, upon proper application
filed within such time as may be prescribed in regulations, indemnify
the individual (referred to in such paragraphs), subject to the deducti-
ble and coinsurance provisions of this title, for any payments received
from such individual by such provider or such other person, as the
case may be, for such items or services. Any payments made by the
Secretary as indemnification shall be deemed to have been made to
such provider or such other person, as the case may be, and shall be
treated as overpayments, recoverable from such provider or such other
person, as the case may be, under applicable provisions of law. In
each such case the Secretary shall notify such individual of the con-
ditions under which indemnification is made and in the case of com-
parable situations arising thereafter with respect to such individual,

* he shall, by reason of such notice (or similar notices provided before
the enactment of this section), be deemed to have knowledge that pay-
ment cannot be made for such items or services.

(c) No payments shall be made under this title in any cases in
which the provisions of paragraph (1) of subsection (a) are met,
but both the individual to whom the items or services were furnished
and the provider of service or other person, as the case may be, who
furnished the items or services knew, or could reasonably have been
expected to know, that payment could not be made for items or serv-
ices under part A or part B by reason of section 1862(a) (1) or (a) (9).

(d) In any case arising under subsection (b) (but without regard
to whether payments have been made by the individual to the provider
or other person) or subsection (c), the provider or other person shall
have the same rights that an individual has under section 1869(b)
(when the determination is under part A) or section 1842(b) (3) (C)
(when the determination is under part B) when the amount of benefit
or payments is in controversy, except that such rights may, under pre-
scribed regulations, be exercised by such provider or other person only
after the Secretary determines that the individual will not exercise
such rights under such sections.
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Indian Health Service Facilities

Sec. 1880. (a) A hospital or skilled nursing facility of the Indian
Health Service, whether operated b~y such Service or by an Indian
tribe or tribal organization (as those terms are defined in section 4
of the Indian Health Care Improvement Act), shall be eligible for
payments under this title, notwithstanding sections 1814(c) and
1835(d). if and for so long as it meets all of the conditions and re-
quiimeients for such payments which are applicable generally to hos-
pitals or skilled nursing facilities (as the case may be) under this title.

(b) Notwithstanding subsection (a), a hospital or skilled nursing
facility of the Indian Health Service which does not meet all of the
conditions and requirvments of this title which are applicable gen-
eralhy to hospitals or skilled nursing facilities (as the case may be),
but which submits to the Secretary within six months after the date of
the enactment of this section an acceptable plan for achieving com-
pliance with such conditions and requirements, shall be deemed to meet
such conditions and requirements (and to be eligible for payments
under this title), without regard to the extent of its actual compliance
with such conditions and requirements, during the first 12 months
after the month in which such plan is submitted.

(c) Notwithstanding any other provision of this title, payments to
which any hospital or skilled nursing facility of the Indian Health
Service is entitled by reason of this section shall be placed in a special
fund to be held by the Secretary and used by him (to such extent or
in such amounts as are provided in appropriation Acts) exclusively
for the purpose of making any improvements in the hospitals and
skilled nursing facilities of such Service which msa, be necessary to
achieve compliance with the applicable conditions and requirements
of this title. The preceding sentence shall cease to apply when the
Secretary determines and certifies that substantially all of the hospi-
tals and skilled nursing facilities of such Service in the United States
are in compliance with such conditions and requirements.

(d) The annual report of the Secretary which is required 'y sec-
tion 701 of the Indian Health Care Improvement Act shall include
(along with the matters specified in section 403 of such Act) a detailed
statement of the status of the hospitals and skilled nursing facilities
of the Service in terms of their compliance with the applicable condi-
tions and requirements of this title and of the progress being made by
such hospitals and facilities (under plans submitted under subsection
(b) and otherwise) toward the achievement of such compliance.,

I Section 1550 was added by section 401 (b) of P.L. 94-437 whjeth4 to the limitation in
section 401(c)-401(d) of that act. These Provisions are printed In this document on
page 781.
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Appropriation

Sec. 1901. For the purpose of enabling each State, as far as prac-
ticable under the conditions in such State, to furnish (1) medical
assistance on behalf of families with dependent children and of aged,
blind, or disabled individuals, whose income and resources are insuf-

* ficient to meet the cost of necessary medical services, and (2) rehabili-
tation and other services to help such families and individuals attain
or retain capability for independence or self-care, there is hereby
authorized to be appropriated for each fiscal year a sum sufficient to
carry out the purposes of this title. The sums made available under
this section shall be used for making payments to States which have
submitted, and had approved by the Secretary of Health, Education,
and Welfare, State plans for medical assistance.

State Plans for Medical Assistance 2

Sec. 1902. (a) A State plan for medical assistance must-
(1) provide that it shall be in effect in all political subdivisions

of the State. and, if administered by them, be mandatory upon
them;

(2) provide for financial participation by the State equal to
not less than 40 per centum of the non-Federal share of the ex-
penditures under the plan with respect to which payments under
section 1903 are authorized by this title; and, effective July 1,
1969, provide for financial participation by the State equal to all
of such non-Federal share or provide for distribution of funds

I This Wtdie of contents dopq not appear In the law.
2 In addition to the requirements of this section. Stste medical assistance Plans must

comply with the renirements of section 212(a) of P.L 93-66 (see pare 742 of this
document) : section 503 of P.L. 94-566 (see page 792 of this document) and section 1618
of the Social Security Act. (507)
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from Federal or State sources, for carrying out the State plan, on
an equalization or other basis which will assure that the. lack of
adequate funds from local sources will not. result in lowering the
amount, duration, scope, or quality of care and services available
under the plan;

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

(4) provide (A) such methods of administration (including
methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall
exercise no authority with respect to the selection, tenure of office,
and compensation of any individual employed in accordance with
such methods, and including provision for utilization of profes-
sional medical personnel in the administration and. where admin-
istered locally, supervision of adlninistrattion of the plan) as are
found by the Secretary to be necessary for the proper and efficient
operation of the plan. and (B) for the training and effective use
of paid subprofe-sional staff, with particular emphasis on the
full-time or part-t ime employment of recipients and other persons
of low income, as community st-vice aides. in the administration
of the plan and for the use of imomipaid or partially paid volunteers
in a social service volunteer prrogramn in providing services to
applicants and recipients and in assi:.ting any advisory com:nittee•s
established by the State agency:

(5) either provide for the establi.hmitent or designation of a
single State agency to administer or to supervise the administra-
tion of the plan. or provide for the establishment or designation
of a single State agency to administer or to supervise the ad-
ministration of the plan. except that the determination of eligi-
bility for medical assistance under the plan shall •e made by the
State or local agency administering the State plan approved
under title I or XVI (insofar as it relates to the aged) if the
State is eligible to participate in the State plan program estab-
lished under title XVI or by the agency or agencies administering
the supplemental security income program established tinder title
XVI or the State plan approved under part A of title IV if the
State is not eligible to participate in the State plan program estab-
lished under title XVI;

(6) provide that. the State agency will make such reports, in
such form and containing such information, as the Secretary
may fromr time to time require. and comply with such provisions
as the Secretary may from time to time find necessary to assure
the correctness and verification of such reports;
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(7) provide safeguards which restrict the use or disclosure of
information concerning applicants and recipients to purposes di-
rect ly connected with the administration of the plan;

(8) provide that all individuals wishing to make application
for medical assistance under the plan shall have opportunity to
do so, and that such assistance shall be furnished with reasonable
promptness to all eligible individuals;

(9) provide--

(A) that the State health agency, or other appropriate
State medical agency (whichever is utilized by the Secretary
for the purposes specified in the first sentence of section 1864
(a)), shall be responsible for establishing and maintaining
health standards for private or public institutions in which
recipients of medical assistance uider the plan may receive
care or services, and

(B) for the establishment or designation of a State au-
thority or authorities which shall be responsible for estab-
lishing and maintaining standards, other than those relating
to health, for such institutions;

(10) provide-
(A) for making medical assistance available to all indi-

viduals receiving aid or assistance under any plan of the
State al)proved under title I, X, XIV, or XVI, or part A of
title IV. or with respect to whom supplemental security in-
come benefits are being paid under title XVI;

(B) that the medical assistance made available to any
individual described in clause (A)-

(i) shall not be less in amount, duration, or scope
than the medical assistance made available to any other
such individual, and

(ii) shall not be less in amount, duration, or scope
than the medical assi.4ance made available to individuals
not described in clause (A) ; and

(C) if medical assistance is included for any group of
individuals who are not described in clause (A) and who
do not meet the income and resources requirements of the
appropriate State plan, or the supplemental security income
progiain under title XVI. as the case may be, as determined
in accordance with standards prescribed by the Secretary-

P.L 92-603. se. 249E. provides- "For purposes of setion 1902(a) (10) of the Social
Security Act any individual who. for the month of August 1972. was eligible for or receir-
ing aid or assistance under a State plan approved under title I. X. XIV. or XVI, or part

A of title IV of such Act and who for such month was entitled to monthly insurance bene-
ats under tilIC II of saich Act shall be deemed to be eligible for such aid or assistance for

any nwnth thereafter prior to July 1975 if such individual would have been eligible for
such vid or assistance for such month had the increase in monthly insurance benefits under
title II of iach Act resulting from enactment of Public Law 92-336 not been ap-
pilabhle to such individual."
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(i) for making medical assistance available to all

individuals who would, except for income and resources,
be eligible for aid or assistance under any such State plan

or to have paid with respect to them supplemental secu-

rity income benefits under title XVI, and who have

insufficient (as determined in accordance with compa-
rable standards) income and resources to meet the costs
of necessary medical and remedial care and services, and

(ii) that the medical assistance made available to all
individuals not described in clause (A) shall be equal
in amount, duration, and scope;

except that (I) the making available of the services described
in paragraph (4), (14), or (16) of section 1905(a) to individuals
meeting the age requirements prescribed therein shall not, by
reason of this paragraph (10), require the making available of
any such services, or the making available of such services of the
same amount, duration, and scope, to individuals of any other
ages, (II) the making available of supplementary medical insur-
ance benefits under part, B of title XVIII to individuals eligible
therefor (either pursuant to an agreement entered into under
section 1843 or by reason of the payment of premiums under such
title by the State agency on behalf of such individuals), or pro-
vision for meeting part or all of the cost of deductibles, cost
sharing, or similar charges under part B of title XVIII for
individuals eligible for benefits under such part, shall not, by
reason of this paragraph (10). require the making available of
any such benefits, or the making available of services of the same
amount, duration, and scope, to any other individuals, and (III)
the making available of medical assistance equal in amount, dura-
tion, and scope to the medical assistance made available to individ-
uals described in clause (A) to any classification of individuals
approved by the Secretary, with respect to whom there is being
paid, or who are eligible, or would be eligible if they were not
in a medical institution, to have paid with respect to them, a
State supplementary payment shall not, by reason of this para-
graph (10), require the making available of any such assistance,
or the making available of such assistance of the same amount,
duration, and scope, to any other individuals not described in
clause (A));

(11) (A) provide for entering into cooperative arrangements
with the State agencies responsible for administering or super-
vising the administration of health services and vocational re-
habilitation services in the State looking toward maximum uti-
lization of such services in the provision of medical assistance
under the plan, and (B) effective July 1, 1969, provide, to the
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extent prescribed by the Secretary, for entering into agreements,
with any agency, institutiop, or organization receiving payments
for part or all of the cost of plans or projects under title V, (i)
providing for utilizing such agency, institution, or organization in
furnishing care and services which are available under such plan
or project under title V and which are included in the State plan
approved under this section and (ii) making such provision as
may be appropriate for reimbursing such agency, institution, or.
organization for the cost of any such care and services furnished
any individual for which payment would otherwise be made to
the State with respect to him under section 1903;

(12) provide that, in determining whether an individual is
blind, there shall be an examination by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual
may select;

(1a) provide--
(A) (i) for the inclusion of some institutional and some

noninstitutional care and services, and
(ii) for the inclusion of home health services for any indi-

vidual who, under the State plan, is entitled to skilled nursing
facility services, and

(B) in the case of individuals receiving aid or assistance
under any plan of the State approved under title I, X, XIV,
or XVI, or part A of title IV. or with respect to whom sup-
plemental security income benefits are being paid under title
XVI, for the inclusion of at least the care and services listed
in clauses (1) through (5) of section 1905 (a), and

(C) in the case of individuals not included under subpara-
graph (B) for the inclas;on of at. least-

(i) the care and services listed in clauses (1) through
(.5) of section 1905(a) or

(ii) (I) the care and services listed in any 7 of the
clauses numbed (1) through (16) of such section and
(II) in the event the care anld services provided under
the State plan include hospital or skilled nursing fa-
cility services, physicians' services to an individual in
a hospital or skilled nursing facility during any period
he is receiving hospital services from such hospital or
skilled nursing facility services from such home, and

(D) for payment of the reasonable cost of inpatient hos-
pital services provided under the plan, as determined in ac-
cordance with methods and standards, consistent with section
1122, which shall be developed by the State and reviewed
and approved by the Secretary and (after notice of approval
by the Secretary) included in the plan, except that the reason-
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able cost of any such services as determined under such meth-
ods and standards shall not exceed the amount which would
be determined under section 1861(v) as the reasonable cost
of such services for purposes of title XVIII; and

(E) effective July 1, 1976, for payment of the skilled nurs-
ing facility and intermediate care facility services provided
under the plan on a reasonable cost related basis, as deter-
mined in accordance with methods and standards which shall
be developed by the State on the basis of cost-finding methods
approved and verified by the Secretary; and

(F) for payment for services described in section 1905(a)
(2) (B) provided by a rural health clinic under the plan of
100 percent of costs which a.re reasonable and related to the
cost of furnishing such services or based on such other tests of
reasonableness, as the Secretary may prescribe in regulations
under section 1833(a) (3), or. in the case of services to which
tho-:e regulations do not apply, on such tests of reasonable-
ness as the Secretary may prescribe in regulations under this
subparagraph;,

(14) effective January 1,1973, provide that-
(A) in case of individuals receiving aid or assistance under

any plan of the State approved under title I, X, XIV, or
XVI, or part A of title IV, or with respect to whom supple- W
mental security income benefits are being paid under title
XV!, or who meet the income and resources requirements of
the appropriate State plan, or the supplemental security in-
come program under title XVI, as the case may be, and indi-
viduals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical
institution, to lave paid with respect to them, a State supple-
mentary payment and are eligible for medical assistance
equal in amount, duration, and scope to the medical assistance
made available to individuals described in paragraph
(10) (A)-

(i) no enrollment fee, premium, or similar charge,
and no deduction, cost sharing, or similar charge with
respect to the care and services listed in clauses (1)
through (5) and (7) of section 1905(a), will be imposed
under the plan, and

(ii) any deduction, cost sharing, or similar charge im-
posed under the plan with respect to other care and
services will be nominal in amount (as determined in

I.Subparagraph (F) was added by see. 2(c) (1) of P.L. 95-210 effective as specified In

see. 2(f) which Is printed in this document on p. 803.
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accordance with standards approved by the Secretary
and included in the plan), and

(B) with respect to individuals (other than individuals
with respect to whom there is being paid, or who are eligible
or would be eligible if they were not in a medical institution,
to have paid with respect to them, a State supplementary
payment and are eligible for medical assistance equal in
amount, duration, and scope to the medical assistance made
available to individuals described in paragraph (10) (A))
who are not receiving aid or assistance under any such State
plan and with respect to whom supplemental security income
benefits are not being paid under title XVI and who do not
meet the income and resources requirements of the appropri-



Sec. 1902(a)

ate State plan, or the supplemental security income program
under title XVI, as the case may be,

(i) there may be imposed an enrollment fee, premium,
or similar charge which (as determined in accordance
with standards prescribed by the Secretary) is related
to the individual's income, and

(ii) any deductible, cost-sharing, or similar charge

imposed under the plan will be nominal;
(15) in the case of eligible individuals 65 years of age or older

who are covered by either or both of the insurance programs es-
tablished by title XVIII, provide where, under the plan, all of
any deductible, cost sharing, or similar charge imposed with re-
spect to such individual uider the insurance program established
by such title is not met, the portion thereof which is met shall be
determined on a basis reasonably related (as determined in ac-
cordance with standards approved by the Secretary and included
in the plan) to such individual's income or his income and
resources;

(16) provide for inclusion, to the extent required by regula-
tions prescribed by the Secretary, of provisions (conforming to
such regulations) with respect to the furnishing of medical as-
sistance under the plan to individuals who are residents of the
State but are absent therefrom;

(17) include reasonable standards (which shall be comparable
for all groups and may, in accordance with standards prescribed
by the Secretary, differ with respect to income levels, but only in
the case of applicants or recipients of assistance under the plan
who are not receiving aid or assistance under any plan of the
State approved under title I, X, XIV, or XVI, or part A of
title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI, based on the varia-
tions between shelter costs in urban areas and in rural areas) for
determining eligibility for and the extent of medical assistance
under the plan which (A) are consistent with the objectives of
this title, (B) provide for taking into account only such income
and resources as are, as determined in accordance with standards
prescribed by the Secretary. available to the applicant or re-
cipient and (in the case of any applicant or recipient who would.
except for income and re.souree. be eligible for aid or assistance
in the form of money payments under any plan of the State
approved under title I, X, XIV, or XVI, or part A of title IV,
or to have paid with respect to him supplemental security income
benefits under title XVI) as would not be disregarded (or set
aside for future needs) in determining his eligibility for such
aid, assistance, or benefits, (C) provide for reasonable evaluation
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of any such income or resources. and (D) do not take into account
the financial responsibility of any individual for aniy applicant
or recil)ieit of assistance under the plan unless such applicant or
recipient is such individual's spouse or such individual's child
who is tnder age 21 or (with respect to Mtates eligible to partici-
pate in the State program established under title XVI). is blind
or lerinaiiently and totally disabled. or is blind or disabled as
defined in section 1614 (with respect to States which are not eligi-
ble to participate in such prograMin) ; and provide for flexibility
in the appl]ication of such standards with respect to income by
taking into account, except to the extent prescribed b)y the Secre-
tary, t lie costs (whether in the form of insurance premiums or
otherwise) incurred for medical care or for any other type of
remedial care recognized under State law;

(18) p' )vide that no lien may be imposed against the property
of any individual prior to his death on account of medical as-
sistalice paid or to be paid on his behalf liunder the plait (except
l)ursatijit to the judgment of a coirt on account of benefits incor-
rectly paid on behalf of such individual) , and that there shall be
no adjust(nent or recovery (except, in the case of an individual
who was 65 years of age or older when he received such assistance,
from his estate, and then only after the death of his surviving
SpOUse, if any, and only at a time when lie has no surviving child
who is wimider age 21 or (with respect to States eligible to partici-
pate in thle State program established under title XVI), is blind or
peruauieilt ly and totally (lisabledl. or is blind or dlisabled as defied
in section 1614 (with respect to States which are not eligible to
participate in suich program) of any inuedical assistance correctly
paid oit biealf of such individual under the plan:

(19) p)rovi(le such safeguards as may be necessary to assure
that eligibility for care and services uider the plan will be deter-
mined, and such care and services will be provided, in a manner
consismett with sinmplicity of administration and the best interests
of the reciipieltts;

(20) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in institutions
for mental diseases-

(A) provide for having in effect such agreements or other
arrangement , with State authorities concerned with mental
diseases, and, where appropriate, with such institutions, as
may be necessary for carrying out the State plan, including
arrangements for joint planning and for development of
alternate methods of care, arrangements providing assurance
of immediate readmittance to institutior-s where needed for
individuals under alternate plans of care, and arrangements
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providing for access to patients and facilities, for furnishing
information, and for making reports;

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

(C) provide for the development of alternate plans of care,
making maximum utilization of available resources, for re-
cipients 65 years of age or older who would otherwise need
care in such institutions, including appropriate medical treat-
ment and other aid or assistance; for services referred to in
section 3(a) (4) (A) (i) and (ii), section 603(a) (1) (A) (i)
and (ii), or section 1603(a) (4) (A) (i) and (ii) which are ap-
propriate for such recipients and for such patients; and for
methods of administration necessary to assure that the re-
sponsibilities of the State agency under the State plan with
respect to such recipients and such patients will be effectively
carried out; and

(D) provide methods of determining the reasonable cost
of institutional care for such patients;

(21) if the State plan includes medical assistance in behalf of
individuals 65 years of age or older who are patients in public
institutions for mental dit.-ases, sloow that the State is making
satisfactory progress towNard developing and implementing a corn-
prehenl*ve mental health program, including provision for utili-
zation (it community mental health centers, nursing facilities, and
other alrklrnatives to care in public institutions for mental diseases;*1

(22) :,jiclude descriptions of (A) the kinds and numbers of pro-
fessionad medical persomnel and supporting staff that will be used
in the administration of the plan and of the responsibilities they
will have, (B) the standards, for Iprivate or public institutions in
which recipients of medical assistance under the plan may receive
care or services, that will be utilized by the State authority or
authorities responsible for establishing and maintaining such
standards, (C) tihe coptrative arrangements with State health
agencies and State vocationtil rehabilitation agencies entered into
with a view to maximum utilization of and coordination of the
provision of medical assistance with the services administered or
supervised by such agencies. and (D) other standards and
methods that the State will use to assure that medical or remedial
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care and services provided to recipients of medical assistance are
of high quality; X,

(23) except in the case of Puerto Rico, the Virgin Islands, and
Guam, provide that aniy individual eligible for medical assistance
(including drugs) may obtain such assistance from any institu-
tion, agency, comrnur~ity pharmacy. or person, qualified to perform
the service or services required (including an organization which
provides such services, or arranges for their availability, on a pre-
payment basis), who undertakes to provide him such services;
and a State plan shall not be deemed to be out of compliance with
the requirements of this paragraph or paragraph (1) or (10)
solely by reason of the fact that the State (or any political subdi-
vision thereof) has entered into a contract with an organization
which has agreed to provide care and services in addition to those
offered under the State plan to individuals eligible for medical
assistance who reside in the geographic area served by such or-
ganization and who elect to obtain such care and services from
such organization, or by reason of the fact that the plan provides
for payment for rural health clinic services only if those services
are provided by a rural health clinic; "

(24) effective July 1, 1969, provide for consultative services
by health agencies and other appropriate agencies of the State
to hospitals, nursing facilities, home health agencies, clinics, lab-
oratories, and such other institutions as the Secretary may specify
in order to assist them (A) to qualify for payments under this
Act, (B) to establish and maintain such fiscal records as may be
necessary for the proper and efficient administration of this Act,
and (C) to provide information needed to determine payments
due under this Act on account of care and services furnished to
individuals;

(25) provide (A) that the State or local agency administering
such plan will take all reasonable measures to ascertain the legal
liability of third parties to pay for care and services (available
under the plan) arising out of injury, disea.-e, or disability, (B)
that where the State or local agency knows that a third party has
such a legal liability such agency will tueat such ]-gal liability as
a resource of the individual on whose behalf the care and services
are made available for purposes of paragraph (1?) (B), and (C)
that in any case where such a legal liability is found to exist after
medical assistance has been made available on behalf of the in-
dividual, the State or local agency will seek reiuiburseinent for
such assistance to the extent of such legal liabilityy;I

IParagraijb (23) was amended by Public lAw 94-48. It was furt ~er amended by see.
2(c) (2 of P.L. 95-210 effectIve as specified in ee. 2(f) which is printed in this document
on p. 80&
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(26) effective July 1, 1969, provide (A) for a regular program

of medical review (including medical evaluation) of each pa-

tient's need for skilled nursing facility care or (in the case of in-

dividuals who are eligible therefor under the State plan) need

for care in a mental hospital, a written plan of care, and, where

applicable, a plan of rehabilitation prior to admission to a skilled

nuising facility; (B) for periodic inspections to be made in.all

skilled nursing facilities and mental institutions (if the State

plan includes care in such institutions) within the State by one

or more medical review teams (composed of physicians and other

appropriate health and social service personnel, or, in the case of

skilled nursing facilities, composed of physicians or registered

nurses and other appropriate health and social service personnel)
of (i) the care being provided in such nursing facilities (and
mental institutions, if care therein is provided under the State
plan) to persons receiving assistance un,',er the State plan, (ii)
with respect to each of the patients receiving such care, the ade-
quacy of the services available in particular nursing facilities (or
institutions) to meet the current health needs and promote the
maximum physical well-being of patients receiving care in such
facilities (or institutions), (iii) the necessity and desirability of

* the continued placement of such patients in such nursing facili-
ties (or institutions), and (iv) the feasibility of meeting their
health care needs through alternative institutional or noninstitu-
tional services; and (C) for the making by such team or teams of
full and complete reports of the findings resulting from such
inspections together with any recommendations to the State agency
administering or supervising the administration of the State
plan; 1

(27) provide for agreements with every person or institution
providing services under the State plan under which such person
or institution agrees (A) to keep such records as are necessary
fully to disclose the extent of the services provided to individuals
receiving assistance under the State plan. and (B) to furnish the
State agency or the Secretary with such information, regarding
any payments claimed by such person or institution for providing
services under the State plan, as the State agency or the Secretary
may from time to time request ; 2

(28) provide that any skilled *rarsilg facility receiving pay-
ments under such plan must satisfy all of the requirements con-
tained in section 1861 (j). ex(e1)t that the exclusion contained
therein with respect to institutions which are primarily for the. 1 Paragraph 426) was amended by see. 20(b) of P.L. 95-142.

2 Paragraph (27) was amended by wec. 9 of P.L. 95-142.
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care and treatment of mental diseases and tuberculosis shall not
apply -for purposes of this title;

(29) include a State program which meets the requirements
set forth in section 1908, for the licensing of administrators of
nursing homes;

(30) provide such methods and procedures relating to the utili-
zation of, and the payment for, care and services available under
the plan (including but not limited to utilization review plans as
provided for in section 1903(i) (4)) as may be necessary to safe-
guard against unnecessary utilization of such care and services
and to assure that payments (including payments for any drugs
provided under the plan) are not in excess of reasonable charges
consistent with efficiency, economy, and quality of care;

(31) provide (A) for a regular program of independent pro-
fessional review (including medical evaluation of each patient's
need for intermediate care) and a written plan of service prior
to admission or authorization of benefits in an intermediate care
facility as determined under regulations of the Secretary; (B)
for periodic on-site inspections to be made in all such interniedi-
ate care facilities (if the State plan includes care in such in-
stitutions) within the State by one or more independent profes-
sional review teams (composed of physicians or registered nurses
and other appropriate health and social service personnel) of (i)
the care being provided in such intermediate care facilities to per-
sons receiving assistance under the State plan, (ii) with respect to
each of the patients receiving such care, the adequacy of the serv-
ices available in particular intermediate care facilities to meet
the current health needs and promote the maximmm physical well-
being of patients receiving care in such facilities, (iii) the neces-
sity and desirability of the continued placement of such patients
in such facilities, and (iv) the feasibility of meeting their health
care needs through alternative institutional or non-institutional
services; and (C) for the making by such team or teams of full
and complete reports of the findings resulting from such inspec-

. tons, together with any recommendations to the State agency
administering or supervising the administration of the State plan;

(32) provide that no payment under the plan for any care or
service provided to an individual shall be. ni.de to anyone other
than such individual or the person or institution providing such
care or service, under an assignment or power of attorney or
otherwise; except that-

(A) in the case of any care or service provided by a phy-
sician, dentist, or other individual practitioner, such payment
may be made (i) to the employer of such physician, dentist,
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or other prIatitioner if such physician, dentist, or practitioner
is required as a condition of his employment to turn over his
fee for such care or service to his employer, or (ii) (where
the care or service was provided in a hospital, clinic, or other
facility) to the facility in which the care or service was pro-
vided if there is a contractual arrangement between such
physician, dentist, or practitioner and such facility under
which buch facility submits the bill for such care or :-ervice;
and

(B) nothing in this paragraph shall be construed (i) to
prevent the making of such a payment in accordance with
an assignment from the person or institution providing the
care or service involved if such assignment is made to a gov-
ernniental agency or entity or is established by or pursuant
to the order of a court of competent jurisdiction, or (ii) to
preclude an agent of such person or institution from receiving

any such payment if (but. only if) such agent does so pursuant
to an agency agrlement under which the compensation to
be paid to tile agent for his serices for or in connection with
the billing or collection of payments due such pernton or insti-
tution under the plan is unrelated (directly or indirectly)
to the amount of such payments or the billings therefor, and
is not dependent upon the actual collection of any such
lpaymeVlit 1

(33) provide-
(A) that the State health agency, or other appropriate

State medical agency, shall be responsible for establishing a
plan, consistent with regulations prescribed by the Secre-
tary, for the review by appropriate professional health
personnel of the appropriateness and quality of (are anid
services furnished to recipients of medical assistance under
the plan in orde." to provide guidance with respect thereto
in the administration of the plan to the State agency estab-'
lished or designated pursuant to paragraph (5) and, where
applicable, to the State agency described in the per.',ltimate
sentence of this subsection; and

(B) that the State or local agency utilized by the Secretary
for the purpose specified in the first sentence of section
1864(a), or, if such agency is not the State agency which is
responsible for licensing health institutions, the State agency
responsible for such licensing, will perform for tlte State
agency administering or supervising the administration of
the plan approved under this title tile function of determin-

I Paragraph (32) w&s amended by see. 2(a) (3) of P.L. 95-142.
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ing whether institutions and agencies meet the requirements
for participation in the program under such plan;

(34) provide that in the case of any individual who has been
determined to be eligible for medical assistance under thle plan,
such assistance will be made available to him for care and services
included under the plan and furnished in or after the third month
before the month in which he made application (or application
was made on his behalf in the case of a deceased individual) for
such assistance if such individual was (or upon application would
have been) eligible for such assistance at the time such care anti
services were furnished;

(35) provide that any intermediate care facility receiving pay-
ments under such plan complies with the requirements of sec-
tion 1124; 1

(36) provide that within 90 days following the completion of
each survey of any health care facility, laboratory, agency, clinic,
or organization, by the appropriate State agency described in
paragraph (9), such agency shall (in accordance with regulations
of the Secretary) make public in readily available form and place
the pertinent findings of each such survey relating to the com-
pliance of each such health care facility, laboratory, clinic, agency,
or organization with (A) the statutory conditions of participation
imposed under this title, and (B) the major additional conditions
which the Secretary finds necessary in the interest of health and
safety of individuals who are furnished care or services by any
such facility, laboratory, clinic, agency, or organization;

(37) provide for claims payment procedures which (A) ensure
that 90 per centum of claims for payment (for which no further
written information or substaitiation is required in order to make
payment) made for services covered under the plan and furnished
by health care practitioners through individual or group practices
or through shared health facilities are paid within 30 days of the
date of receipt of such claims and that 99 per centum of such
claims are paid within 90 days of the date of receipt of such claims,
and (B) provide for procedures of prepayment and postpayment
claims review, including review of appropriate data with respect
to the recipient and provider of a service and the nature of the
service for which payment. is claimed, to ensure the proper and
efficient l)ayment of claims and management of the program."

(38) require that an entity (other than an individual practi-
tioner or a group of practitioners) that furnishes, or arranges for
the fmrnishiýg of, items or services under the plan, shall supply

1 Paragraph (35) was amended by see. 3(c) (1) (A) of P.L. 95-142.
SParagraph (37) was added by sew. 2(b) of P.L. 95-142.
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(within such period as may be specified in regulations by the
Secretary or by the single State agency which administers or
supervises the administration of the plan) upon request specifi-
cally addressed to such entity by the Secretary or such State
agency, respectively. (A) full and complete information as to the
ownership of a sulx-ontractor (as defined by the Secretary in reg'u-
lations) with whom such entity has had, during the previous
twelve months, business traii-act ions in an aggregate amount in ex-
ce:s of $25,0(A). and (11) full and complete information as to any
significant business transactions (as defined by the Secretary in
regulations). occurring during the five-year period ending on the
(late of such request, between such entity and any wholly owned
supplier or between such entity and any subcontractor.'

(39) provide that. subject to subsection (g). whenever the single
State agency which administers or supervises the administration
of the State plan is notified by the Secretary under section 1862
(e) (2) (A) that a physician or other individual practitioner has
been suspended from participation in the program under title
XVIII, the agency shall promptly suspend such physician or
practitioner from part icipat ion in the plan for not less than the
period specified in such notice, and no payment may be made tinder
the plan with respect to any item or service furnished by such
physician or practitioner during the period of the suspension
under this title; and 2

(40) require each health services facility or organization which
receives payments under the plan and of a type for which a uni-
form reporting system has been established under action 1121 (a)
to make reports to the Secretary of information des.ribed in such
section in accordance with the uniform reporting system (estab-
lished under such section) for that type of facility or
organization. 3

Notwithstanding paragraph (5), if on January 1, 1965, and on the
date on which a State submits its plan for approval under this title,
the State agency which administered or supervised the administration
of the plan of such State approved under title X (or title XVI, insofar
as it relates to the blind) was different from the State agency which
administered or supervised the administration of the State plan ap-
proved under title I (or title XVI, insofar as it relates to the aged),
the State agency which administered or supervised the administration
of such plan approved under title X (or title XVI, insofar as it re-
lates to the blind) may be designated to administer or supervise the
administration of the portion of the State plan for medical assistance

* which relates to blind individuals and a different State agency may
be established or designated to administer or supervise the adninistra-

I Paragraph (39) was added by seet 3(c) (1) (D) of P.L. 95-142.
2 Paragraph (39) was added by we. 7(h) of P.L 95-142.
' Paragraph (40) was added by see. 19(b) (2) of P.L 95-142.

521 Sec. 1902(a)



Revised April 1978

tion of the rest of the State plan for medical assistance; and in such
case the part of the plan which each such agency administers, or the 0
administration of which each such agency supervises, shall be regarded
as a -parate plan for purposes of this title (except for purposes of
paragraph (10)). For purposes of paragraphs (9)(A). (29). (31).
and (33). and of section 1903(i) (4). the term "skilled nursing facility"
and "nursing home" do not include a Christian Science sanatorium
operated, or listed and certified, by the First Church of Christ.
Scientist, Boston. Mae' awhusetts.

For purposes of pa-. .4.,raph (10) any individual who, for the month
of August 1972. was eligible for or receiving aid or assistance under a
State plan approved under title I. X. XIV. or XVI, or part A of title
IV and who for such month was entitled to monthly insurance benefits
under title II shall for purposes of this title only be deemed to be elig-
ible for financial aid or assistance for any month thereafter if such
individual would have been eligible for financial aid or assistance for
such month had the increase in monthly insurance benefits under title
II resulting from enactment of Public Law 92-336 not been applicable
to such individual.1

The requirement of clause (A) of paragraph (37) with respect to
a State plan may be waived by the Secretary if he finds that the State
has exercised good faith in trying to meet such requirement.2

(b) The Secretary shall approve any plan which fulfills the condi-
tions specified in subsection (a) of this section. except that he shall
not approve any plan which imposes as a condition for eligibility for
medical assistance under the plan-

(]) an age requirement of more than 65 years; or
(2) effective July 1, 1967, any age requirement which excludes

any individual who has not attained the age of 21 and is or would,
except for the provisions of section 406(a) (2), be a dependent
child under part A of subchapter IV of this chapter; or

(3) any residence requirement which excludes any individual
who resides in the State; or

(4) any citizenship requirement which excludes any citizen of
the United States.

(c) Notwithstanding subsection (b), the Secretary shall not ap-
prove any State plan for medical assistance if he determines that the
approval and operation of the plan will result in a reduction in aid or
assistance in the form of money payments (other than so much, if any,
of the aid or assistance in such form as was, immediately prior to the
effective date of the State plan under this title, attributable to medical

I This sentence was added by Publie Law 94-48.
2This sentence was added by see. 2(b) (1) (D) of P.L. 95-142. A
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* needs) provided for eligible individuals under a plan of such State
approved under title I, X, XIV, or XVI, or part A of title IV.

(d) [Repealed].
(e) Notwithsoanding any other provision of this title, effective

January 1, 1974, each State phla approved under this title must pro-
vide that each family which was receiving aid pursuant to a plan of
the State approved under part A of title IV in at least 3 of the 6
months immediately preceding the month in which such family became
ineligible for such aid because of increased hours of, or increased in-
come from, employment, shall, while a member of such family is em-
ployed. remain eligible for assistance under the plan approved under
this title (as though the family was receiving aid under the plan ap-
proved under part A of title IV) for 4 calendar months beginning with
the month in which such family became ineligible for aid under the
plan approved under part A of title IV because of inc )we and resources
or hours of work limitations contained in such plan.

(f) Notwithstanding any other provision of this title, except as
provided in subsection (e), no State not eligible to participate in the
State plan program established under title XVI shall be required to
provide medical assistance to any aged, blind, or disabled individual
(within the meaning of title XVI) for any month unless such State. would be (or would have been) required to provide medical assist-
ance to such individual for such month had its plan for medical assist-
ance approved under this title and in effect on January 1, 1972, been
in effect in such month. except that for this purpose any such individ-
ual shall be deemed eligible for medical assistance under such State
plan if (in addition to meeting such other requirements as are or may
be imposed under the State plan) the income of any such individual
as determined in accordance with section 1903(f) (after deducting
any sul)plemental security income payment and State supplementary
payment made with respect to such individual and incurred expenses
for medical care as recognized under State law) is not in excess of the
standard for medical assistance established under the State plan as in
effect on January 1, 1972. In States which provide medical assistance
to individuals pursuant to clause (10) (C) of subsection (a) of this
section, an individual who is eligible for medical assistance by reason
of the requirements of this section concerning the deduction of incurred
medical expenses from income shall be considered an individual eligi-
ble for medical assistance under clause s,0)(A) of that subsection if
that individual is, or is eligible to be (1) an individual with respect to
whom there is payable a State supplementary payment on the basis
of which similarly situated individuals are eligible to receive medical

* assistance equal in amount, duration, and scope to that provided to
individuals eligible under clause (10) (A), or (2) an eligible individ-
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ual or eligible spouse, as defined in title XVI, with respect to whom
supplemental security income benefits are payable; otherwise that indi-
vidual shall be considered to be an individual eligible for medical
assistance under clause (10) (C) of that subsection. In States which do
not provide medical assistance to individuals pursuant to clause (10)
(C) of that subs.ection, an individual who is eligible for medical
assistance by reason of the requirements of this section concerning the
deduction of incurred medical expenses froin income shall be con-
sidered an individual eligible for medical assistance under clause
(10) (A) of that subsection.

(g) The Secretary may waive suspension under subsection (a) (39)
of a physician's or practitioner's participation in a State plan
approved under this title and of the prohibition under such subsection
of payment for any item or service furnished by him during the period
of such suspension, if the single State agency which administers or
supervises the administration of the plan submits a request to the
Secretary for such waiver and if the Secretary approves such request.'

Payment to States

Sec. 1903. (a) From the sums appropriated therefor, the Secretary
(except as otherwise provided in this section) shall pay to each State
which has a plan approved under this title, for each quarter, begin-
ning with the quarter commencing January 1, 1966

(1) an amount equal to the Federal medical assistance per-
centage (as defined in section 1905(b), subject to subsections (g)
and (h) of this section) of the total amount expended during
such quarter as medical assistance under the State plan (including
expenditures for premiums under part B of title XVIII, for
individuals who are eligible for medical assistance under the
plan and (A) are receiving aid or assistance under any plan of
the State approved under title I, X. XIV, or XVI, or part A of
title IV, or with respect to whom supplemental security income
benefits are being paid under title XVI, or (B) with respect to
whom there is being paid a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals de-
scribed in section 190"2(a) (10) (A), and, except in the case of
individuals sixty-five years of age or older and disabled individ-
uals entitled to hospital insurance benefits under title XVIII or
who are not enrolled under part B of title XVIII. other insur-
ance premiums for medical or any other type of remedial care or
the cost thereof) ; plus

1 Subsection (g) was added by section 111 of Public Law 94-182 and repealed by Public
Law 94-552. A new subsection (g) was added by sec. 7(c) of Public Law 95-142.
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(2) an amount equal to 75 per centuin of to much of the sums
* expended during such quarter (as found necessary by the Secre-

tary for the plrnier ai1d efficient administration of the State plan)
as am attributable to compensation or training of skilled pro-
fessional medical persoiiiel, and staff directly supporting such
personnel of the State agency or any other public agency; plus

(3) an amount equal to-
(A) (i) 90 per centum of so much of the sums expended

during such quarter as are attributable to the design, develop-
ment, or installation of such mechanized claims processing
and information retrieval systems as the Secretary determines
are likely to provide more efficient, economical, and effective
administration of the plan and to be compatible with the
claims processing and information retrieval systems utilized
in the administration of title XVIII, including the State's
share of the cost of installing such a system to be used jointly
in the administration of such State's plan and the plan of
any other State approved under this title, and

(ii) 90 per centum of so much of the sums expended during
any such quarter in the fiscal year ending June 30, 1972, or
the fiscal year ending June 30, 1973, as are attributable to
the design, development, or installation of cost determination
systems for State-owned general hospitals (except that the
total amount paid to all States under this clause for either
such fiscal year shall not exceed $150,000), and

(B) 75 per centum of so much of the sums expended dur-
ing such quarter as are attributable to the operation of sys-
tems (whether such systems are operated directly by the
State or by another person under a contract with the State)
of the type described in subparagraph (A) (i) (whether or
not designed, developed, or installed with assistance under
such subparagraph) which are approved by the Secretary
and which include provision for prompt written notice to
each individual who is furnished services covered by the plan,
or to each individual in a N-ample group of individuals who
are furnished such services, of the specific services (other than
confidential services) so covered, the name of the person
or persons furnishing the services, the date or dates on which
the services were furnished, and the amount of the payment
or payments made under the plan on account of the services;
plus1

(4) an amount equal to 100 per centum of the sums expended
with respect to costs incurred during such quarter (as found neces-

Subparagraph (B) was amended by see. 10 of P.L. 95-142.
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sary by the Secretary for the proper and efficient administration
of the State plan) which are attributable to compensation o4
training of personnel (of the State agency or any other public
agency) responsible for inspecting public or private institutions
(or portions thereof) providing long-term care to recipients of
medical assistance to determine whether such institutions comply
with health or safety standards applicable to such institutions
under this Act: plus 1

(5) an amount equal to 90 per centum of the sums expended
during such quarter which are attributable to the offering, ar-
ranging, and furnishing (directly or on a contract basis) of
family planning services and supplies;

(6) subject to subsection (b) (3), an amount equal to 90 per
centuin of the sums expended (luring each quarter beginning on
or after Octolxr 1, 1977, and ending before October 1, 1980, with
inspect to costs incurred during such quarter (as found necessary
lbv the Secretary for the elimination of fraud in the provision and
administration of medical assistance provided under the State
plan) which are attributable to the establishment and operation
of (including the training of personnel employed by) a State
Medicaid fraud control unit (described in subsection (q)) ; plus 2

(7) an amount equal to 50 per centum of the remainder of the
amounts expended during such quarter as found necessary by thc
Secretary for the proper and efficient administration of the State
plan.2

(b) (1) Notwithstanding the preceding provisions of this section, the
amount determined under subsection (a) (1) for any State for any
quarter beginning after Deceniber 31, 1969, shall not take into ac-
count any amounts expended as medical assistance with respect to
individuals aged 65 or over and disabled individuals entitled to hos-
pital insurance benefits under title XVIII which would not have been
so expende(I if the individuals involved had been enrolled in the
insurance programs established by part B of title XVIII, other than
amounts expended under provisions of the plan of such State required
by section 1902 (a) (34).

(2) For limitation on Federal participation for capital expenditures
which are out of conformity with a comprehensive plan of a State or
areawide planning agency, see section 1122.

(3) The amount of funds which the Secretary is otherwise obli-
gated to pay a State during a quarter under subsection (a) (6) may
not exceed the higher of-

' Paragraph (4) is effective only through September 30. 1980 as provided by seW. 249B
of P.L 92-603. am amended by see. 8 of 1 L. 9.3-3"6 and see. 309 4b) of P.L. 95-83.

2 Paragraph (6) was added 4and the former paragraph (6) was redesignated as para
graph (7)) by sec. 17(a) of P.L 95-142. See also sec. 17(el which Is printed in this*
document on p. 799.
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(A) $125,000, or
(B) one-quarter of 1 per centum of the sums expended by thle

Federal, State, and local governments during the pre-ious quarter
in carrying out the State's plan under this title.'

(c) [Repealed.]
(d) (1) Prior to the beginning of each quarter. the Secretary shall

estimate the amount to which a State will he entitled under subsections
(a) and (b) for such quarterr. such estimates to be based on (A)

a report filed by the State containing its estinate of the total sum
to be expended in .,,uch quarter in accordance with the provisions of
such subsections, and stating the amomut appropriated or made avail-
able by the State and its political subdivisioms for such expenditures
in such quarter , anld if such amount is le.,,s than the State's propor-
tionate share of the total sun of such estimated expenditures. the
source or sources from which tihe difference is expected to be derived,
and (B) such other investigation as the Secretary may find necessary.

(2) The Secretary tlmall then pay to the State, in suc.h installments
as lie may determine, the amounts so estimated, reduced or increased
to the extent of any overpayinentt or underpayment which the Secre-
tary determines was made under this section to such State for any
prior quarter and with respect to which adljustmenlt hlas not already
been made rmider this subsection. Expenditures for which payments
were made to the State under subsection (a) shall be treated as an
overpayment to t lie extent that the State or local agency administering
such plan has been reimutlmldse for such expenditures by a third party
pursuant to the provisions of its plan in compliance with section
1902(a) (25).

(3) The pro rata share to which the Uniited States is equitably
entitled, as determined by the Secretary. of the net amount recovered
during any quarter by tile State or ai1y political subdivision thereof
with respect to medical assistance furumislied under the State plan
shall be considered an overpayment to be adjusted under this
subsection.

(4) Upon the making of an estimate by the Secretary under this
subsection, any apppropriations available for payments under this sec-
tion shall be deemed obligated.

(e) [Repealed.]
(f) (1) (A) Except as provided in paragraph (4), payment under

the preceding provisions of this section shall not be made with respect
to any amount expended as medical assistance in a calendar quarter,
in any State, for any member of a family the annual income of which
exceeds tihe applicable income limitation detennined under this
paragraph.

I Paragraph (3) was added by see. 17(b) of P.L. 95-142.
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(B) (i) Except as provided in clause (ii) of this subparagraph, the
applicable income limitation with respect to any family is the amount
determined, in accordance with standards prescribed by the Secre-
tary, to be equivalent to 1331' percent of the highest amount which
would ordinarily be paid to a family of the same size without any in-
come or resources, in the form of money payments, under the plan
of the State approved under part A of title IV of this Act.

(ii) If the Secretary finds that the operation of a uniform maxi-
mum limits payments to families of more than one size, he may adjust
the amount otherwise determined under clause (i) to take account of
families of different sizes.

(C) The total amount of any applicable income limitation deter-
mined under subparagraph (B) shall, if it is not a multiple of $100
or such other amount as the Secretary may prescribe, be rounded to
the next higher multiple of $100 or such other amount, as the case
may be.

(2) In computing a family's income for purposes of paragraph (1),
there shall be excluded any costs (whether in the form of insurance
premiums or otherwise) incurred by such family for medical care or
for any other type of remedial care recognized under State law.

(3) For purposes of paragraph (1) (B), in the case of a family
consisting of only one individual, the "highest amount which would
ordinarily be paid" to such family under the State's plan approved
under part A of title IV of this Act shall be the amount determined
by the State agency (on the basis of reasonable relationship to the
amounts payable under such plan to families consisting of two or
more persons) to be the amount of the aid which would ordinarily be
payable under such plan to a family (without any income or re-
sources) consisting of one person if such plan (without regard to
section 408) provided for aid to such a family.

(4) The limitations on payment imposed by the preceding provi-
sions of this subsection shall not apply with respect to any amount
expended by a State as medical assistance for any individual-

(A) who is receiving aid or assistance under any plan of the
State approved under title I, X. XIV or XVI, or part A of title
IV. or with respect to whom sul)phpmental security income benefits
are being paid under title XVI, or

(B) who is not receiving such aid or assistance, and with
respect to whom such benefits are not being paid, but (i) is eligible
to receive such aid or assistance, or to have such benefits paid
with respect to him, or (ii) would be eligible to receive such aid
or assistance, or to have such benefits paid with respect to him if
he were not in a medical institution, or
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(C) with respect to whom there is being paid. or who is eligible.
or would be eligible if he were not ill a medical institution, to
have laid with respect to him. a State sulpplementary payment
and is eligible for medical assistance equal in amount, (Iuiration,
and -cope to the medial assistail.e made ava liable to individuals
described in section 1902(a) (10) (A), but omly if the income of
such individual (as determined under section 1612, but A•itlijut
reg'ard to subsection (b) tlhereof) does not ".xct~ed 300 percent
of the supplemental security income benefit rate established by
section 1611 (b) (1),

at the time of the provision of the medical assistance giving iuse to
sýuch expenditure.

(g) (1) Subject to paragraph (3), with respect to amounts paid for
the following services furnished under the State. plan after .June 30,
1973 (other than services furni:lhed pursuant to a contract with a
health maintenance organization as defined in section 1S76), the Fed-
eral me(lical assistance percentage shall be deereased as follow-s: After
an individual has received care as an inpatient in a hko.,pital (including
an institution for tuberculosis), skilled nursing facility or inter-
mediate care facility on 60 days. or in a hospital for mental disea:-es on
90 days (whether or not such days are consecutive), during any fiscal.
year, which for purposes of this section means the four calendar quar-
ters endhig with June 30, the Federal medical as.,istamnce percentage
with respect to amounts paid for any such care furnished thereafter
to such individ'ml in the hame fiscal year shrall be decrea-ed by a per
centum thereof (determined under paragraph (5) ) uile,6-s the State
agency responsible for the admniistration of the plan makes a showing
satisfactory to the Secretary that, with respect to each calendar quarter'
for which the. State submits a request for payment at the full Federal
medical assistance percentage for amounts paid for inpatient hospital
services (including tuberculosis hospitals). skilled nur.,ing facility
services, or intermlediate care facility services furnuishe I beyond 60
days (or inpatient mental hospital services furnished bey ond 90 days),
there is in operation in the IState an effective program of control over
utilization of such services; such a showing must. include evidence
that--

(A) in each case for which payment is made under the State
plaml, a l)hysician certifies at the time of admission, or, if later,
the time the individual applies for medical assistance under the
State plan (and recertifies, where such services are furnished over
a period of time, in such cases, at least every 60 days, and accomn-
l)anied by such sup)porting material, appropriate to the case in-

Alk volved, as may be provided in regulations of the Secretary), that
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such services are or were required to be given on an inpatient
basis because the individual needs or needed such services; and

(B) in each such case, such services were furnished under a
plan established and periodically reviewed and evaluated by a
physician;

(C) such State has in effect a continuous program of review of
utilization pursuant to section 1902 (a) (30) whereby each admis-
sion is reviewed or screened in accordance with criteria established
by medical and other professional personnel who are not them-
selves directly responsible for the care of the patient involved,
and who do not have a significant financial interest in any su'ch
institution and are not, except in the case of a hospital. employed
by the institution providing the care involved: and the informna-
tion developed from such review or screening, along with the data
obtained from prior reviews of the necessity for admis-ion and
continued stay of patients by such professional personnel, shall
be used as the basis for establishing the size and composition of
the sample of admissions to be subject to review and evaluation
by such personnel, and any such sample may be of any size up to
100 per centum of all admissions and must be of sufficient size to
serve the purpose of (i) identifying the patterns of care being
provided and the changes occurring over time in such patterns
so that the need for modification may be ascertained, and (ii) sub-
jecting admissions to early or more extensive review where infor-
mation indicates that such consideration is warranted; and I

(D) such State has an effective program of medical review of
the care of patients in mental hospitals, skilled nursing facilities,
and intermediate care facilities pursuant to section 1902(a) (26)
and (31) whereby the professional management of each case is re-
viewed and evaluated at least annually by independent profes-
sional review teams.

In determining the number of days on which an individual has re-
ceived services described in this subsection, there shall not be counted
any days with respect to which such individual is entitled to have
payments made (in whole or in part) on his behalf under section
1812.

(2) The Secretary shall, as part. of his validation procedures under
this subsection, conduct timely sample onsite surveys of private and
public institutions in which recipients of medical assistance may receive
care and services under a State plan approved under this title, and his
findings with respect to such surveys (as well as the showings of the

I Subparagraph (C) was amended by section 110 of Public Law 94-182 effective April 1,
1974

2 Paragranh (1) was amended by sec. 20(a) (1) and (2) of P.L. 95-142. See also see. 6
of P.L. 95-59 which Is printed in this document on p. 796 and sec. 20(c) of P.L. 95-142
which is printed in this document on p. 801.
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State agency required under this subsection) shall be made available
for public inspection.1

(3) (A) No reduction in the Federal medical assistance percentage
of a State otherwise required to be imposed under this subsection shall
take effect-

(i) if such reduction is due to the State's unsatisfactory or
invalid showing inade with respect to a calendar quarter begin-
ning before January 1,1977;

(ii) before January 1. 1978;
(iii) unless a notice of such reduction has been provided to the

State at least 30 days before the (late such reduction takes effect; or
(iv) due to the State's unsati, factory or invalid showing made

with respect to a calendar quarter beginning after September 30,
1977, unless notice of such reduction has been provided to the State
no later than the first (lay of the fourth calendar quarter following
the calendar quarter with respect to which such showing was
made.

(B) The Secretary shall waive application of any reduction in the
Federal medical assistance percentage of a State otherwise required
to be imposed under paragraph (1) because a showing by the State,
made under such l)araraph with respect to a calendar quarter ending

* after January 1. 1977. and before October 1. 1977. is detelnined to be
either unsatisfactory under such plaragraph or invalid under para-
graph (2), if the Secretary determines that the State's showing made
under paragraph (1) with respect to the calendar quarter ending on
December 31. 1977. is satisfactory under such parag-raph and is valid
under paragraph (2).2

(4) (A) The Secretary may not find the showing of a State, with
respect to a calendar quarter under paragraph (1). to be satisfactory
if the showing is submitted to the Secretary later than the 30th day
after the last day of the calendar quarter, unless the State denmon-
strates to the satisfaction of the Secretary good cause for not meeting
such deadline.

(B) The Secretary shall find a showing of a State, with respect to
a calendar quarter under paragraph (1). to be satisfactory under such
paragraph wvith respect to the requirement that the State conduct
annual onsite inspections in mental hospitals. skilled nursing facili-
ties, and intermediate care facilities under paragraph (26) and (31)
of section 1902(a), if the showing demonstrates that the State has
conducted such an onsite inspection during the 12-month period end-
ing on the last date of the calendar quarter-

SParagraph (2) was amended by see. 20(a) (3) of P.L. 95-142.
Paragraph (3). was added by see. 20(a) (4) of P.L. 95-142 effective as specified in sec.

20(c) which is printed in this document on p. 501.
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(i) in each of not less than 98 per centum of the number of such
hospitals and facilities requiring such inspection, and

(ii) in every such hospital or facility which has 200 or more
beds,

and that, with respect to such hospitals and facilities not inspected
within such period, the State has exercised good faith and due deli-
gence in attempting to conduct such inspection, or if the State dem-
onstrates to the satisfaction of the Secretary that it would have made
such a showing but for failings of a technical nature only.?

(5) In the case of a State's unsatisfactory or invalid showing made
with respect to a type of facility or institutional services in a calendar
quarter, the per centum amount of the reduction of the State's Federal
medical assistance percentage for that type of services under para-
graph (1) is equal to 331i per centuni multiplied by a fraction, the
denominator of which is equal to the total number of patients receiv-
ing that type of services in that quarter under the State plan in facili-
ties or institutions for which a showing was required to be made under
this subsection, and the numerator of which is equal to the number of
such patients receiving such type of services in that quarter in those
facilities or institutions for which a satisfactory and valid showing
was not made for that calendar quarter.'

(6) The Secretary shall submit to Congress. not. later than sixty
(lays after the end of such calendar quarter. a report on-

(A) his determination as to whether or not each showing,
made under paragraph (1) by a State with respect to the calendar
quarter, has bIen found to be satisfactory under such paragraph;

(B) his review (through onsite surveys and otherwise) under
paragraph (2) of the validity of showings previously submitted
by a State; and

(C) any reduction in the Federal medical assistance percent-
age he has imipoted on a State because of its submittal under para-
graph (1) of an un.-atisfactory or invalid showing.1

(h) (1) If the Secretary determines for any calendar quarter begin-
ning after June 30, 1973, with respect to any State that there does not
exist a reasonable cost differential between the statewide average cost
of skilled nursing facility services and the statewide average cost of
intermediate care facility services in such State, the Secretary may
reduce the amount which would otherwise be considered as expendi-
tures under the State plan by any amount which in his judgment is
a reasonable equivalent of the difference between the amount of the
expenditures by such State for intermediate care facility services and

I Paragraphs (4), (5), and (6) were added by see. 20(a) (4) of P.L. 95-142 effective as
specified in sec. 20(c) which is printed in this document on p. 801.
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. the amount that would have been expended by such State for suchservices if there had been a reasonable cost differential between the
cost of skilled nursing facility services and the cost of intermediate
care facility services.

(2) In determining whether any such cost differential in any State
is reasonable the Secretary shall take into consideration the range of
such cost differentials in all States.

(3) For the purposes of this subsection, the term "cost differential"
for any State for any quarter means, as determined by the Secretary
on the basis of the data for the most recent calendar quarter for which
satisfactory data are available, the excess of-

(A) the average amount paid in such State (regardless of the
source of payment) per inpatient day for skilled nursing facility
services, over

(B) the average amount paid in such State (regardless of the
source of payment) per inpatient day for intermediate care facil-
ity services.

(4) For purposes of this subsection, the term "cost" shall mean
amounts reimbursable by the State under a State plan approved under
this title.

(i) Payment under the preceding provisions of this section shall. not be made-
(1) with respect to any amount paid for items or services

furnished under the plan after December 31, 1972, to the extent
that such amount exceeds the charge which would be determined
to be reasonable for such items or services wider the fourth and
fifth sentences of section 1842 (b) (3) ; or

(2) with respect to any amount paid for services furnished
under the plan after December 31, 1972, by a provider or other
person during any period of time, if payment may not be made
under title XVIII with respect to services furnished by such pro-
vider or person during such period of time solely by reason of a
determination by the Secretary under section 1862 (d) (1) or under
clause (D), (E), or (F) of section 1866(b) (2), or by reason of
noncompliance with a request made by the Secretary under clause
(C) (ii) of such section 1866(b) (2) or under section 1902(a) (38);
or1

(3) with respect to any amount expended for inpatient hospital
services furnished under the plan to the extent that such amount
exceeds the hospital's customary charges with respect to such
services or (if such services are furnished under the plan by a
public institution free of charge or at nominal charges to the

* public) exceeds an amount determined on the basis of those items
1 Paragraph (2) was amended by sea. (3) (C) (2) of P., 95-142.

21-746 0 - 78 - 40

532-A See. 1903(i)



Revised Apiil 1978

(specified in regulations prescribed by the Secretary) included in
the determination of such payment which the Secretary finds will
provide fair compensation to such institution for such services;
or

(4) with respect to any amount expended for care or services
furnished under the plan by a hospital or skilled nursing facility
unless such hospital or skilled nursing facility has in effect a utili-
zation review plan which meets the requirements imposed by sec-
tion 1861(k) for purposes of title XVIII; and if such hospital or
skilled nursing facility has.in effect ý;ucli a utilization review plan
for purposes of title XVIII. such plan shall serve as the plan
required by this subsection (with the same standards and proce-
dures and the same review committee or groaiD) as a condition of
payment under this title; the Secretary is authorized to waive
the requirements of this paragraph if the State agency demon-
strates to his satisfaction that it has in operation utilization re-
view procedures which are superior in their effectiveness to the
procedures required under section 1861(k).

(j) (1) Notwithstanding the preceding provisions of this section.
no payment shall be made to a State (except as provided under this
subsection) with respect to expenditures incurred by it for services pro-
vided by any institution during any period that an order for suspen-
sion of payment (as authorized by this subsection) is effective with
respect to such institution.

(2) The Secretary may issue a suspension of payment order with
respect to any institution if-

(A) such institution (i) does not (at the time such order is
issued) have in effect an agreement with the Secretary which is
entered into pursuant to section 1866; and (ii) did (prior to the
time such order is issued) have in effect such an agrreement; and

(B) (i) The Secretary has been unable to collect (or make
satisfactory arrangement for the collection of) amounts due on
account of overpayments made to such institution under title
XVIII; or

(ii) the Secretary has been unable to obtain from such insti-
tution the data and information necessary to enable him to deter-
mine the amount (if any) of the overpayments made to such in-
stitution under title XVIII.

(3) Whenever the Secretary issues any order for suspension of
payment under this subsection with respect to any institution, he shall
submit a notice of such order to the single State agency (referred
to in section 1902(a) (5)) of each State which he has reason to believe
does or may utilize the services of such institution in providing medi-
cal assistance under a plan approved under this title.
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(4) Any order for suspension of payment issued with respect to any
institution under this subsection shall become effective, in the case of
any State plan approved under this title, on the 60th day after the date
the State agency (referred to in section 1902(a) (5)) administering or
supervising the administration of such plan receives notice of such
order submitted pursuant to paragraph (3). Any such order shall cease
to be effective at such time as the Secretary is satisfied that the insti-
tution is participating in substantial negotiations which seek to remedy
the conditions which gave rise to his order of stLspension of payments,
or that the amounts (referred to in paragraph (2)) are no longer due
from such institution or that a satisfactory arrangement has been
made for the payment by such institution of any such amounts. Upon
the determination of the Secretary that any such order with respect
to any such institution shall cease to be effective, he shall forthwith
notify each State agency to which he has theretofore submitted notice
under paragraph (3) with respect to such institution.

(5) Whenever any order which has been issued by the Secretary
under the preceding provisions of this subsection with respect to an
institution ceases to be effective, any payment to which any State would
(except for the preceding provisions of this subsection) have been
entitled under this section on account of services provided by such
institution shall be made to such State for the month in which such
order ceases to be effective.

(k) The Secretary is authorized to provide at the request of any
State (and without cost to such State) such technical and actuarial
assistance as may be necessary to assist such State to contract with any
health maintenance organization which meets the requirements of sec-
tion 1876 for the purpose of providing medical care and services to
individuals who are entitled to medical asciStance under this title.

(1) [Repealed] 1
(m) (1) (A) The term "health maintenance organization" means a

legal entity which provides health services to individuals enrolled in
such organization and which-

(i) provides to its enrollees who are eligible for benefits under
this title the services and benefits described in paragraphs (1),
(2), (3), (4)(C), and (5) of section 1.905, and, to the extent
required by section 1902(a) (13) (A) (ii) to be provided under a
State plan for medical assistance, the services and benefits de-
scribed in paragraph (7) of section 1905(a);

(ii) provides such services and benefits in the manner pre-
scribed in section 1301(b) of the Public Health Service Act
(except that, solely for purposes of this paragraph, the term "basic
health services" and references thereto, when employed in such
section, shall be deemed to refer to the services and benefits de-

1Subsection (1) added by section 111 of Public Law 94-182 and repealed by Public Law
94-652.

532-C Sec. 1903(m)



Revised April 1978

scribed in paragraphs (1), (2), (3), (4) (C), and (5) of section
1905(a), and, to the extent required by section 1902(a) (13) (A) *
(ii) to be provided under a State plan for medical assistance, the
services and benefits described in paragraph (7) of section 1905
(a)) ;and

(iii) is organized and operated in the manner prescribed by
section 1301 (c) of tile Public Health Service Act (except that
solely for purposes of this paragrapli. the teri "basic health serv-
ices"' and references thereto, when employed in such section shall
be deemed to refer to the :ervices and benefits described in section
1905 (a) (1), (2). (3). (4) (C). and (5). and to the extent required
by section 1902(a) (13) (A) (ii) to be provided under a State plan
for medical assistance, the services and benefits described in para-
graph (7) of section 1905(a)).

(B) The duties and functions of the Secretary, insofar as they
involve making deterininations as to whether an organization is a
health maintenance organization within the Jileaning of subparagraph
(A), shall be administered through the As.;istant Secretary for Health
and in the Office of the A.-sistant Secretary for Health, and the admin-
istration of such duties and functions shall be integrated with the
administration of section L312 (a) and (b) of the Public Health Serv-
ice Act.

(2) (A) Except as provided in subparagraphs (B) and (C), no
payment shall be made under this title to S. State with respect to
expenditures incurred by it for payment (determined under a prepaid
capitation basis or unuer aiiy other ri.-,k basis) for services provided
by any entity which is responsible for the provision of inpatient hos-
pital services and any other service described in paragraph (2), (3),
(4). (5), or (7) of section 1905 (a) or for the provision of any three or
more of the services described in such paragraphs unless-

(i) the Secretary (or the State as authorized by paragraph
(3)) has determined that the entity is a health maintenance orga-
nization as defined in paragraph (1) ; and

(ii) less than one-half of the membership of the entity consists
of individuals who (I) are insured for benefits under part B of
title XVIII or for benefits under both parts A and B of such title,
or (II) are eligible to receive benefits under this title.'

(B) Subparagraph (A) does not apply with respect to payments
under this title to a State with respect to expenditures incurred by it
for payment for services provided by an entity which-

(i) (I) received a grant of at least $100),000 in the fiscal year
ending June 30, 1976, under section 319(d) (1) (A) or 330(d) (1)

I Subparagraph (A) was amended by see. 105(a) (1) of P.L. 95-83.

Sec. 1903(m) 532-D



of the Public Health Service Act, and (II) for the period begin-
ning July 1, 1976, and ending on the expiration of the period
for which paywcits are to be made under this title has been the

recipient of a grant under either such section; and
(II) provides to its enrollees, on a prepaid capitation risk

basis or on any other risk basis, all of the services and benefits

described in paragraphs (1), (2), (3), (4) (C), and (5) of section

1905(a) and, to the extent required by section 1902(a) (13) (A)

(ii) to be provided under a State plan for medical assistance, the

services and benefits described in paragraph (7) of such section;
or

(ii) is a nonprofit primary health care entity located in a rural
area (as defined by the Appalachian Regional Commission)-

(I) which received in the fiscal year ending June 30, 1976,

at least $100,000 (by grant, subgrant, or subcontract) under
the Appalachian Regional Development Act of 1965, and

(II) for the period beginning July 1, 1976, and ending on
the expiration of the period for which payments are to be
made under this title either has been the recipient of a grant,
subgrant, or subcontract under such Act or has provided serv-
ices under a contract (initially entered into during a year in
which the entity was the recipient of such a grant, subgrant,
or subcontract) with a State agency under this title on a pre-
paid capitation risk basis or on any other risk basis; or

(iii) which has contracted with the single State agency for the
provision of services (bat not including inpatient hospital serv-
ices) to persons eligible unde,' this title on a prepaid risk basis
prior to 1970.

(C) Subparagraph (A) (ii) shall not apply with respect to
payments under this title to a State with respect to expenditures
incurred by it for payment for services by an entity during the
three-year period beginning on the date of enactment of this
subsection or beginning on the date the entity enters into a con-
tract with the State under this title for the provision of health
services on a prepaid risk basis, whichever occurs later, but only
if the entity demonstrates to the satisfaction of the Secretary by
the submission of plans for each year of such three-year period
that it is making continuous efforts and progress toward achiev-
ing compliance with subparagraph (A) (ii).l

(3) A State may, in the case of an entity which has submitted an
application to the Secretary for determination that it is a health main-
tenance organization within the meaning of paragraph (1) and for

I Subparagraph (C) was amended by see. 105(a) (2) of P.L. 95-83.
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which no such determination has been made within 90 days of the

submission of the application, make a provisional determination for
the purposes of this title that such entity is such a health maintenance
organization. Such provisional determination shall remain in force
until such time as the Secretary makes a determination regarding the
entity's qualification under paragraph (1).1

(n) The State agency may refuse to enter into any contract or
agreement with a hospital, nursing home, or other institution, organi-
zation, or agency for purposes of participation under the State plan,
er otherwise to approve an institution, organization, or agency for
such purposes, if any pers-on, who has a direct or indirect ownership
or control interest of 5 percent or more in such institution, organiza-
tion, or agency, or who is an officer, director, agent, or managing
employee (as defined in section 1126(b)) of t-uch institution, organi-
zation, or agency, is a Ixprson described in section 1126(a) (whether
or not such institution. organizattion, or agency has in effect an agree-
ment entered into with the Secretary pursuant to section 1866 or is
subject to a suspension of payment orh'r is.,tued under subsection (j)
of this section) ; and, notwithstanding .imV other provision of this
section, the State agency may terminate any :uch contract, agree-
ment, or approval if it determines that the institution, organization,
or agency did not fully and accurately make any disclosure required
of it by section 1126(a) at the time such contract or agreement was
entered into or such approval was giv-en.2

(o) Notwithstanding the preceding provisions of this section, no
payment shall be made to a State under the preceding provisions of
this section for expenditures for medical assistance provided for an
individual under its State plan approved under this title to the extent
that a private insurer (as defined by the Secretary by regulation)
would have been obligated to provide such assistance but for a provi-
sion of its insurance contract which has the effect of limiting or exclud-
"ing such obligation because the individual is eligible for or is provided
medical assistance under the plan.3

(p) (1) When a political subdivision of a State makes, for the
State of which it is a political subdivision, or one State makes, for
another State, the enforcement and collection of rights of support or
payment assigned under section 1912, pursuant to a cooperative
arrangement under such section (either witifin or outside of such
State), there shall be paid to such political subdivision or such other
State from amounts which wculd otherwise represent the Federal
share of payments for medical assistance provided to the eligible
individuals on whose behalf such enforcement and collection was made,
an amount equal to 15 percent of any amount collected which is attrib-
utable to such rights of support or payment.

2 Subsection Wia) was added by section 202 of P.L. 94-460.
!S ubsectIon (n) was added by aem. 8(e) of P.L. 95--142.
$aSubsection (M) was added by see. II (a) of P.L 95-142.
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(2) Where more than one jurisdiction is involved in such enforce-
ment or collection, the amount of the incentive payment determined
under paragraph (1) shall be allocated among the jurisdictions in a
manner to be prescribed by the Secretary.'

(q) For the purposes of this section, the term "'State medicaid
fraud control unit" means a single identifiable entity of the State gov-
ernnment which the Secretary certifies (and annually recertifies) as
meeting the following requirements:

(1) The entity (A) is a unit of the office of the State Attorney
General or of another department of State government which pos-
ses•es statewide authority to prosecute individuals for criminal
violations, (B) is in a State the constitution of which does not
provide for the criminal prosecution of individuals by a statewide
authority and has formal procedures, approved by the Secretary,
that (i) a.s•sure its referral of suspected criminal violations relat-
ing to the program under this title to the appropriate authority
or authorities in the State for prosecution and (ii) assure its
assistance of, and coordination with, such authority or authorities
in such projections, or (C) has a formal working relationship
with the office of the State Attorney General and has formal pro-
cedures (including procedures for its referral of suspected crim-
inal violations to such office) which are approved by the Secretary
and which provide effective coordination of activities between the
entity and such office with respect to the detection, investigation,
and prosecution of suspected criminal violations relating to the
program under this title.

(2) The entity is separate and distinct from the single State
agency that administers or supervises the administration of the
State plan under this title.

(3) The entity's function is conducting a statewide program for
the investigation and prosecution of violations of all applicable
State laws regarding any and all aspects of fraud in connection
with any aspect of the provision of medical assistance and the
activities of providers of such assistance under the State plan
under this title.

(4) The entity has procedures for reviewing complaints of the
abuse and neglect of patients of health care facilities which receive
payments under the State plan under this title, and, where appro-
priate, for acting upon such complaints under the criminal laws
of the State or for referring them to other State agencies for
action.

(5) The entity provides for the collection, or referral for collec-
tion to a single State agency, of overpayments that are made under

1 Subsection (p) was added by se. 11 (a) of P.L 95-142.
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the State plan to health care facilities and that are discovered by
the entity in carying out its activities.

(6) The entity employs such auditors. attorneys, investigators,
and other neces,-ary personnel and is organized in such a manner
as is necessary to promote the effective and eflicient conduct of the
entity's activities.

(7) The entity submits to the Secretary an application and
annual reports containing such information as the Secretary
determines, by regulation. to be necessary to determine whether
the entity nimets the other requirements of this subsection.1

I Subsection (q) %as added by see. 17(c) of P.L 95-142 effective as specified in see.
17ie) which Is printed in this document on p. 799.
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a Operation of State PlansSec. 1904. If the Secretary, after reasonable notice and opportunity

for hearing to the State agency administering or supervising the ad-
ministration of the State plan approved under this title, finds--

(1) that the plan has been so changed that .;t no longer complies
with the provisions of section 1902; or

(2) that in the administration of the plan there is a failure to
comply substantially with any such provision;

the Secretary shall notify such State agency that further payments
will not be made to the State (or, in his discretion, that payments will
be limited to categories under or parts of the State plan not affected
by such failure), until the Secretary is satisfied that there will no
longer be any such failure to comply. Until he is so satisfied he shall
make no further payments to such State (or shall limit payments to
categories under or parts of the State plan not affected by such
failure).

Definitions

Sec. 1905. For purposes of this title-
(a) The term "medical assistance" means payment of pait or all

of the cost of the following care and services (if provided in or after
* the third month before the month in which the recipient makes appli-

cation for assistance) for individuals, and, with respect to physicians'
or dentists' services, at the option of the State, to individuals (other
than individuals with respect to whom there is being paid, or who are
eligible, or would be eligible if they were not in a medical institution,
to have paid with respect to them a State supplementary payment and
are eligible for medical assistance equal in amount, duration, and
scope to the medical assistance made available to individuals described
in section 1902(a) (10) (A)) not receiving aid or assistance under any
plan of the State approved under title I, X, XIV, or XVI, or part A
of title IV, and with respect to whom supplemental security income
benefits are not being paid under title XVI, who are

(i) under the age of 21,
(ii) relatives specified in section 406(b) (1) with whom a child

is living if such child, except for section 406(a) (2), is (or would,
if needy, be) a dependent child under part A of title IV,

(iii) 65 years of age or older,
(iv) blind, with respect to States eligible to participate in the

State plan program established under title XVI,
(v) 18 years of age or older. and permanently and totally

disabled, with respect to States eligible to participate in the State
S plan program established under title XVI,
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(%i) persons essential (as described in the second sentence of ,
this subsection) to individuals receiving aid or assistance under
State plans approved under title I, X. XIV, or XVI, or

(vii) blind or disabled as defined in section 1614, with respect
to States not eligible to participate in the State plan program
established under title XVI.

but whose income and resources are insufficient to meet all of such
cost-

(1) inpatient hospital services (other than services in an institu-
tion for tulbrculosis or mental diseases) :

(2) (A) outpatient hospital services, and (B) consistent with
State law perrmitting such services, rural health clinic services (as
defined in subsection (1)) and any other ambulatory services
which are offered by a rural health clinic (as defined in subsection
(1)) and which are otherwise included in the plan;

(3) other laboratory and X-ray services;
(4) (A) skilled nursing facility services (other than services

in an institution for tuberculosis or mental diseases) for individ-
uals 21 years of age or older (B) effective July 1, 1969, such
early and periodic screening and diagnosis of individuals who
are eligible under the plan and are under the age of 21 to ascertain
their physical or mental defects, and such health care, treatment,
and other measures to correct or ameliorate defects and chronic

1Paragraph (2) was amended by see. 2(a) of P.L. 95-210 effective as specified In see.
2(f) which is printed in this document on p. 803.
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conditions discovered thereby, as may be provided in regulations
of the Secretary; and (C) family planning services and supplies
furnished (directly or under arrangements with others) to in-
dividuals of child-bearing age (including minors who can be
considered to be sexually active) who are eligible under the State
plan and who desire such services and supplies;

(5) physicians' services furnished by a physician (as defined in
section 1861 (r) (1)), whether furnished in the office, the patient's
home, a hospital, or a skilled nursing facility, or elsewhere;

(6) medical care, or any other type of remedial care recognized
under State law, furnished by licensed practitioners within the
scope of their practice as defined by State law;

(7) home health care services;
(8) private duty nursing services;
(9) clinic services;
(10) dental services;
(11) physical therapy and related services;
(12) prescribed drugs, dentures, and prosthetic devices; and

eyeglasses prescribed by a physician skilled in diseases of the
eye or by an optometrist, whichever the individual may select;

(13) other diagnostic, screening, preventive, and rehabilitative
services;

(14) inpatient hospital services, skilled nursing facility serv-
ices, and intermediate care facility services for individuals 65
years of age or over in an institution for tuberculosis or mental
diseases;

(15) intermediate care facility services (other than such serv-
ices in an institution for tuberculosis or mental diseases) for
individuals who are determined, in accordance with section 1902
(a) (31) (A),to be in need of such care;

(16) effective January 1, 1973, inpatient psychiatric hospital
services for individuals under age 21, as defined in subsection
(h) ; and

(17) any other medical care, and any other type of remedial
care recognized under State law, specified by the Secretary;

except as otherwise provided in paragraph (16), such term does not
include-

(A) any such payments with respect to care or services for
any individual who is an inmate of a public institution (except
as a patient in a medical institution) ; or

(B) any such payments with respect to care or services for
any individual who has not attained 65 years of age and who

* is a patient in an institution for tuberculosis or mental diseases.
For purposes of clause (vi) of the preceding sentence, a person shall
be considered essential to another individual if such person is the
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spouse of and is living with such individual, the needs of such person
are taken into account in determining the amount of aid or assistance
furnished to such individual (under a State plan approved under
title I, X, XIV, or XVI), and such person is determined, under such
a State plan, to be essential to the well being of such individual.

(b) The term "Federal medical assistance percentage" for any
State shall be 100 per centum less the State percentage; and the
State percentage shall be that percentage which bears the same ratio
to 45 per centum as the square of the per capita income of such State
bears to the square of the per capita income of the continental United
States (including Alaska) and Hawaii; except that (1) the Federal
medical assistance percentage shall in no case be less than 50 per cen-
tum or more than 83 per centum, and (2) the Federal medical assist-
ance percentage for Puerto Rico, the Virgin Islands, and Guam shall
be 50 per centum. The Federal medical assistance percentage for any
State shall be determined and promulgated in accordance with the
provisions of subparagraph (B) of section 1110(a) (8). Notwithstand-
ing the first sentence of this section, the Federal medical assistance
percentage shall be 100 per centum with respect to amounts expended
as medical assistance for services which are received through an Indian
Health Service facility whether operated by the Indian Health Serv-
ice or by an Indian tribe or tribal organization (as defined in section 4
of the Indian Health Care Improvement Act).'

(c) For purposes of this title the term "intermediate care facility"
means an institution which (1) is licensed under State law to pro-
vide, on a regular basis, health-related care and services to individuals
who do not require the degree of care and treatment which a hospital
or skilled nursing facility is designed to provide, but who because of
their mental or physical condition require care and services (above the
level of room and board) which can be made available to them only
through institutional facilities, (2) meets such standards prescribed
by the Secretary as he finds appropriate for the proper provision of
such care, and (3) meets such standards of safety and sanitation as
are established under regulation of the Secretary in addition to those
applicable to nursing homes under State law. The term "intermediate
care facility" also includes any skilled nursing facility or hospital
which meets the requirements of the preceding sentence. The term "in-
termediate care facility" also includes a Christian Science sanatorium
operated, or listed and certified, by the First Church of Christ, Scien-
tist, Boston, Massachusetts, but only with respect to institutional serv-
ices deemed appropriate by the State. The term "intermediate care fa-
cility" also includes any institution which is located in a State on an
Indian reservation and is certified by the Secretary as meeting the re-
quirements of clauses (2) and (3) of this subsection and providing *

1 The last sentence of subsection (b) was added by section 402(e) of P.L. 94-437.
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the care and services required under clauses (1). With respect to serv-
ices furnished to individuals under age 65, the term "intermediate care
facility" shall not include, except as provided in subsection (d), any
public institution or distinct part thereof for mental diseases or mental
defects.

(d) The term "intermediate care facility services" may include
services in a public institution (or distinct part thereof) for the men-
tally retarded or persons with related conditions if-

(1) The primary purpose of such institution (or distinct part
thereof) is to provide health or rehabilitative services for men-
tally retarded individuals and which meet such standards as may
be prescribed by the Secretary;

(2) the mentally retarded individual with respect to whom a
request for payment is made under a plan approved under this
title is receiving active treatment under such a program; and

(3) the State or political subdivision responsible for the opera-
tion of such institution has agreed that -the non-Federal expendi-
tures in any calendar quarter prior to January 1, 1975, with
respect to services furnished to patients in such institution (or dis-
tinct part thereof) in the State will not, because of payments made
under this title, be reduced below the average amount expended
for such services in such institution in the four quarters immedi-
ately preceding the quarter in which the State in which such in-
stitution is located elected to make such services available under
its plan approved under this title.

(e) In the case of any State the State plan of which (as approved
under this title) -

(1) does not provide for the payment of services (other than
services covered under section 1902(a) (12)) provided by an op-
tometrist; but

(2) at a prior period did provide for the payment of services
referred to in paragraph (1) ;

the term "physicians' services" (as used in subsection (a) (5)) shall
include services of the type which an optometrist is legally authorized
to perform where the State plan specifically provides that the term
"physicians' services", as employed in such plan, includes services of
the type which an optometrist is legally authorized to perform,
and shall be reimbursed whether furnished by a physician or an
optometrist.

(f) For purposes of this title, the term "skilled nursing facility
services" means services which are or were required to be given an
individual who needs or needed on a daily basis skilled nursing care
(provided directly by or requiring the supervision of skilled nursing
personnel) or other skilled rehabilitation services which as a practical
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matter can only be provided in a skilled nursing facility on an
inpatient basis.

(g) If the State plan includes provision of chiropractors' services,
such services include only-

(1) services provided by a chiropractor (A) who is licensed
as such by the State and (B) who meets uniform minimum stand-
ards promulgated by the Secretary under section 1861(r) (5);
and

(2) services which consist of treatment by means of manual
manipulation of the spine which the chiropractor is legally
authorized to perform by the State.

(h) (1) For purposes of paragraph (16) of subsection (a), the term
"inpatient psychiatric hospital services for individuals under age 21"
includes only-

(A) inpatient services which are provided in an institution
which is accredited as a psychiatric hospital by the Joint Commis-
sion on Accreditation of Hospitals;

(B) inpatient services which, in the case of any individual,
(i) involve active treatment which meets such standards as may
be prescribed in regulations by the Secretary, and (ii) a team,
consisting of physicians and other personnel qualified to make
determinations with respect to mental health conditions and the
treatment thereof, has determined are necessary on an inpatient
basis and can reasonably be expected to improve the condition, by
reason of which such services are necessary, to the extent that
eventually such services will no longer be necessary; and

(C) inpatient services which, in the case of any individual, are
provided prior to (A) the date such individual attains age 21, or
(B) in the case of an individual who was receiving such services in
the period immediately preceding the date on which he attained
age 21, (i) the date such individual no longer requires such serv-
ices, or (ii) if earlier, the date such individual attains age 22;

(2) Such term does not include services provided during any
calendar quarter under the State plan of any State if the total amount
of the funds expended, during such quarter, by the State (and the
political subdivisions thereof) from non-Federal funds for inpatient
services included under paragraph (1), and for active psychiatric
care and treatment provided on an outpatient basis for eligible men-
tally ill children, is less than the average quarterly amount of the funds
expended, during the 4-quarter period ending December 31, 1971, by
the State (and the political subdivisions thereof) from non-Federal
funds for such services.

(i) For purposes of this title, the term "skilled nursing facility"
also includes any institution which is located in a State on an Indian
reservation and is certified by the Secretary as being a qualified skilled
nursing facility by meeting the requirements of section 1861(j).
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41 (j) The term "State supplementary payment" means any cash pay-ment made by a State on a regular basis to an individual who is
receiving supplemental security income benefits under title XVI or
who would but for his income be eligible to receive such benefits, as
assistance based on need in supplementation of such benefits (as deter-
mined by the Secretary), but only to the extent that such payments
are made with respect to an individual with respect to whom supple-
mental security income benefits are payable under title XVI, or would
but for his income be payable under that title.

(k) Increased supplemental security income benefits payable pur-
suant to section 211 of Public Law 93-66 shall not be considered
supplemental security income benefits payable under title XVI.

(1) The terms "rural health clinic services" and "rural health clinic"
have the meanings given such terms in section 1861 (aa), except that
(1) clause (ii) of section 1861(aa) (2) shall not apply to such terms,
and (2) the physician arrangement required under section 1861 (aa)
(2) (B) shall only apply with respect to rural health clinic services
anmid, with respect to other ambulatory care services, the physician
arrangement required shall be only such as may be required under the
State plan for those services.,

See. 1906. [Repealed.]

Observance of Religious Beliefs

Sec. 1907. Nothing in this title shall be construed to require any
State which has a plan approved under this title to compel any per-
son to undergo any medical screening, examination, diagnosis, or treat-
ment or to accept any other health care or services provided under
such plan for any purpose (other than for the purpose of discovering
and preventing the spread of infection or contagious disease or for
the purpose of protecting environmental health), if such person
objects (or, in case such person is a child, his parent or guardian
objects) thereto on religious grounds.

State Programs for Licensing of Administrators of Nursing
Homes

Sec. 190& (a) For purposes of section 1902(a) (29), a "State pro-
gram for licensing of administrators of nursing homes" is a program
which provides that no nursing home within the State may operate
except under the supervision of an administrator licensed in the man-
ner provided in this section.

I Subsection (I) was added by sec. 2(b) o1 P.L. 95-210 efective as specifled in sea. 2(f)
which in printed in this document on p. 803.
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(b) Licensing of nursing home administrators shall be carried out
by the agency of the State responsible for licensing under the healing
arts licensing act of the State, or, in the absence of 3uch act or such
an agency, a board representative of the professions and institutions
concerned with care of chronically ill and infirm aged patients and
established to carry out the purposes of this section.

(c) It shall be the function and duty of such agency or board to-
(1) develop, impose, and enforce standards which must be met

by individuals in order to receive a license as a nursing home
adminisrator, which standards shall be designed 0o insure that
nursing home administrators will be individuals who are of good
character and are otherwise suitable, and who, by training or
experience in the field of institutional administration, are quali-
fied to serve as nursing home administrators;

(2) develop and apply appropriate techniques, including ex-aminations and investigations, for determining whether an indi-
vidual meets such standards;

(8) issue license. to individuals determined, after the appli-
cation of such techniques, to meet such standards, and revoke or
suspend licenses previously issued by the board in any case where
the individual holding any such license is determined substan-
tially to have. failed to conform to the requirements of such stand-

(4) establish and carry out procedures designed to insure that
individuals licensed as nursing home administrators will, during
any period that they serve as such, comply with the requirements
of such standards;

(5) receive, investigate, and take appropriate action with re-
spect to, any charge or complaint filed with the board to the effect
that any individual licensed as a nursing home administrator has
failed to comply with the requirements of such standards; and

(6) conduct a continuing study and investigation of nursing
homes and administrators of nursing homes within the State with
a view to the improvement of the standards imposed for the
licensing of such administrators and of procedures and methods
for the enforcement of such standards with respect to administra-
tors of nursing homes who have been licensed as such.

(d) No State shall be considered to have failed to comply with the
provisions of section 1902(a) (29) because the agency or board of such
State (established pursuant to subsection (b)) shall have granted any
waiver, with respect to any individual who, during all of the three
calendar years immediately preceding the calendar year in which the
requirements prescribed in section 1902(a) (29) are first met by the
State, has served as a nursing home administrator, of any of the stand-

Se.1908(b) 538



Revised April 1978

ards developed, imposed, and enforced by such agency or board pursu-
ant to subsection (c).

(e) As used in this section, the term-
(1) "nursing home" means any institution or facility defined as

such for licensing purposes under State law, or, if State law does
not employ the term nursing home, the equivalent term or terms
as determined by the Secretary, but does not include a Christian
Science sanatorium operated, or listed and certified, by the First
Church of Christ, Scientist, Boston, Massachusetts; and

(2) "nursing home administrator" means any individual who
is charged with the general administration of a nursing home
whether or not such individual has an ownership interest in such
home and whether or not his functions and duties are shared with
one or more other individuals.

Penalties i

Sec. 1909. (a) Whoever-
(1) knowingly and willfully makes or causes to be made any

false statement or representation of a material fact in any appli-
cation for any benefit or payment under a State plan approved
under this title,

(2) at any time knowingly and willfully makes or causes to
be made any false statement or representation of a material fact
for use in determining rights to such benefit or payment,

(3) having knowledge of the occurrence of any event affecting
(A) his initial or continued right to any such benefit or payment,
or (B) the initial or continued right to any such benefit or pay-
ment of any other individual in whose behalf he has applied for or
is receiving such benefit or payment, conceals or fails to disclose
such event with an intent fraudulently to secure such benefit or
payment either in a greater amount or quantity than is due or
when no such benefit or payment is authorized, or

(4) having made application to receive any such benefit or
noyment for the use and benefit of another and having received it,
knowingly and willfully converts such benefit or payment or any
part thereof to a use other than for the use and benefit of such
other person,

shall (i) in the case of such a statement, representation, concealment,
failure, or conversion by any person in connection with the furnishing
(by that person) of items or services for which payment is or may be
made under this title, be guilty of a felony and upon conviction thereof
fined not more than $25,000 or imprisoned for not more than five years

I Section 1909 was amended in its entirety by am. 4(b) ot Public Law 95-142.
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or both, or (ii) in the case of such a statement, representation, conceal-
ment, failure, or conversion by any other person, be guilty of a mis-
demeanor and upon conviction thereof fined not more than $10,000
or imprisoned for not more than one year, or both. In addition, in any
case where an individual who is otherwise eligible for assistance under
a State plan approved under this title is convicted of an offense under
the preceding provisions of this subsection, the State may at its option
(notwithstanding any other provision of this title or of such plan)
limit, restrict, or suspend the eligibility of that individual for such
period (not exceeding one year) as it deems appropriate; but the
imposition of a limitation, restriction, or suspension with respect to
the eligibility of any individual under this sentence shall not affect the
eligibility of any other person for assistance under the plan, regardless
of the relationship between that individual and such other person.

(b) (1) Whoever solicits or receives any remuneration (including
any kickback, bribe, or rfbate) directly or indirectly, overtly or
covertly, in cash or in kind-

(A) in return for referring an individual to a person for the
furnishing or arranging for the furnishing of any item or service
for which payment may be made in whole or in part under this
title, or

(B) in return for purchasing, leasing, ordering, or arranging
for or recommending purchasing, leasing, or ordering any good.
facility, service, or item for which payment may be made in
whole or in part under this title,

shall be guilty of a felony and upon conviction thereof, shall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.

(2) Whoever offers or pays any remuneration (including any kick-
back, bribe, or rebate) directly or indirectly, overtly or covertly, in
cash or in kind to any person to induce such person-

(A) to refer an individual to a person for the furnishing or
arranging for the furnishing of any item or service for which
payment may be made in whole or in part under this title, or

(B) to purchase, lease, order, or arrange for or recommend
purchasing, leasing, or ordering any good, facility, service, or
item for which payment may be made in whole or in part under
this title,

shall be guilty of a felony and upon conviction thereof, shall be fined
not more fthan $25,000 or imprisoned for not more than five years, or
both.

(3) Paragraphs (1) and (2) shall not apply to-
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(A) a discount or other reduction in price obtained by a pro-
vider of services or other entity under this title if the reduction
in price is properly disclosed and appropriately reflected in the
costs claimed or charges made by the provider or entity under this
title; and

(B) any amount paid by an employer to an employee (who
has a bona fide employment relationship with such employer) for
employment in the provision of covered items or services.

(c) Whoever knowingly and willfully makes or causes to be made,
or induces or seeks to induce the making of, any false statement or
reprer:,entation of a material fact with respect to the conditions or oper-
ation of any institution or facility in order that such institution or
facility may qualify (either upon initial certification or upon recerti-
fication) as a hospital, skilled nursing facility, intermediate care facil-
itv. or home health agency (as those terms are employed in this title)
shall be guilty of a felony and upon conviction thereof shall be fined
not more than $25.000 or imprisoned for not more than five years, or
both.

(d) Whoever knowingly and willfully-
(1) charges, for any service provided to a patient under a

State plan approved wider this title, money or other consideration
at a rate in excess of the rates established by the State, or

(2) charges, solicits, accepts, or receives, in addition to any
amount, otherwise requirel to be paid under a Statb plan approved
under this title, any gift, money, donation, or other consideration
(other than a charitable, religious, or philanthropic contribution
from an organization or from a person unrelated to the patient)-

(A) as a precondition of admitting a patient to a hos-
pital. skilled nursing facility, or intermediate care facility.
or

(B) as a requirement for the patient's continued stay in
such a facility,

when the cost of the services provided therein to the patient is
paid for (in whole or in part) under the State plan,

shall be guilty of a felony and upon conviction thereof slall be fined
not more than $25,000 or imprisoned for not more than five years, or
both.
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Certification and Approval of Skilled Nursing Facilities and of
Rural Health Clinics'

Sec. 1910. (a) (1) Whenever the Secretary certifies an institution in
a State to be qualified as a skilled nursing facility under title XVIII,
such institution shall be deemed to meet the standards for certification
as a skilled nursing facility for purposes of section 190"2(a) (28).

(2) The Secretary shall notify the State agency administering the
medical assistance plan of his approval or disapproval of any institu-
tion which has applied for certification by him as a qualified skilled
nursing facility.

(b) (1) Whenever the Secretary certifies a facility in a State to be
qualified as a rural health clinic und-.r title XVIII, such facility shall
be deemed to meet the standards for ,ertification as a rural health
clinic for l)urposes of providing rural health clinic services under this
title.

(2) The Secretary shall notify the State agency administering the
medical assistance plan of his approval or disapproval of any facility
in that State which has applied for certification by him as a qualified
rural health clinic.

Indian Health Service Facilities 2

Sec. 1911. (a) A facility of the Indian Health Service (including
a hospital, intermediate care facility, or skilled nursing facility),
whether operated by such Service or by an Indian tribe or tribal orga-
nization (as those terms are defined in s-ection 4 of the Indian Health
Care Improvement Act), shall be eligible for reimbursement for med-
ical assistance provided under a State plan if and for so long as it
meets all of the conditions and requirements which are applicable
generally to such facilities under this title.

(b) Notwithstanding subsection (a). a facility of the Indian Health
Service (including a hospital. intermediate care facility, or skilled
nursing facility) which does not meet all of the conditions and require-
mnents of this title which are applicable generally to such facility, but
which submits to the Secretary within six on1 11ths after the date of the
enactment of this section an acceptable plan for achieving compliance
with such conditions and requirements. shall be deemed to meet such
conditions and requirements (and to be eligible for reimbursement
under this title), without regard to the extent of its actual compliance
with such conditions and requirements, during the first twelve months
after the month in which such plan is submitted.

I Section 1910 was amended by see. 2(d) of Public Law 95-210 effective as specified In
bee. 2(f) which is printed in this document on p. 803.

2 Section 1911 Aas added by section 402(a) of Public Law 94-437 subject to the condi-
tions specified In sections 402(b)-402(d) of that act which are printed In this document
on page 782.
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Assignment of Rights of Payment I

Sec. 1912. (a) For the purpose of assisting in the collection of
medical support payments and other payments for medical care owed
to recipients of medical assistance under the State plan approved
under this title, a State plan for medical assistance may-

(1) provide that. as a condition of eligibility for medical
a.-Astance under tlih State plan to an individual who has the legal
capacity to execute an a.sigiiinment. for himself, the individual is
required-

(A) to assign the State any rights, of the individual or
of any other person who is eligible for medical assistance
under this title and on whose behalf the individual has the
legal authority to execute an assignllent of such rights, to
support specifiedd as support for the purpose of medical care
by a court or administrative order) and to payment for mledi-
Cal care from any third party; and

(B) to cooperate with the State (i) in establishing the
paternity of such person (referred to in subparagraph (A) )
if the person is a child born out of wedlock, and (ii) in obtain-
ing support and payments describedd in subparagraph (A))
for himself and for such person, unless (in either case) the
individual is found to have good caue, for refusing to coop-
crate as determined by the State agency in accordance with
standards prescribed by the Secretary, which standards shall
take into consideration the best interests of the individuals
involved; and

(2) provide for entering into cooperative arrangements
(including financial arrangements). with any appropriate agency
of any State (including. with respect to the enforcement and
collection of rights of payment for medical care by or through a
parent, with a State's agency established or designated under sec-
tion 454(3)) and with appropriate courts and law enforcement
officials, to assist the agency or agencies admninistering the State
plan with respect to (A) the enforcement and collection of rights
to support or payment assigned under this section and (B) any
other matters of common concern.

(b) Such part of any amount collected by the State under an assign-
mnent made under the provisions of this section shall be retained by the
State as is necessary to reimburse it for medical assistance payments
made on behalf of an individual with respect to whom such assignment
was executed (with appropriate reimbursement of the Federal Gov-
eminent to the extent of its participation in the financing of such

* medical assistance), and the remainder of such amount collected shall
be paid to such individual.

I Section 1912 was added by see. 11(b) of P.L 95-142.
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Appropriation Authorized

Sec. 2001. For the purpose of encouraging each State, as far as
practicable under the conditions in that State, to furnish services
directed at the goal of-

(1) achieving or maintaining economic self-support to pre-
vent, reduce, or eliminate dependency,

(2) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(3) preventing or remedying neglect, abuse, or exploitation of
children and adults unable to protect their own interests, or pre-
serving, rehabilitating or reuniting families,

(4) preventing or reducing inappropriate institutional care by
providing for community-based care, home-based care, or other
forms of less intensive care, or

(5) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services
to individuals in institutions,

there is authorized to be appropriated for each fiscal year a sum
sufficient to carry out the purposes of this title. The sums made avail-
able under this section shall be used for making payments to StateA
under section 2002.

Payments To States

Sec. 2002. (a) (1) From the sums appropriated therefore, the Secre-
tary shall, subject to the provisions of this section and section 2003,
pay to each State, for each quarter, an amount equal to 90 per centum
of the total expenditures during that quarter for the provision of fam-
ily planning services and 75 per centum of the total expenditures dur-
ing that quarter for the provision of other services directed at the
goal of-

1Title became effective October 1, 1975.
'This table of contents does not appear in the law.
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(A) achieving or maintaining economic self-support to pre-
vent, reduce, or eliminate dependency,

(B) achieving or maintaining self-sufficiency, including reduc-
tion or prevention of dependency,

(C) preventing or remedying neglect, abuse, or exploitation
of children and adults unable to protect their own interests, or
preserving, rehabilitating, or reuniting families,

(D) preventing or reducing inappropriate institutional care
by providing for community-based care, home-based care, or other
forms of less intensive care, or

(E) securing referral or admission for institutional care when
other forms of care are not appropriate, or providing services to
individuals in institutions,

including expenditures for administration (including planning and
evaluation) and persomuiel training and retraining directly related to
the provision of those services (including both short- and long-term
training at educational institutions through grants to such institutions
or by direct financial assistance to students enrolled in such institu-
tions). Services that are directed at these goals include, but are not
limited to, child care services, protective services for children and
adults, services for children and adults in foster care, services related
to the management and maintenance of the home, day care services for
adults, transportation services, training and related services, employ-
ment services, information, referral, and counseling services, the prep-
aration and delivery of meals, health support services and appropriate
combinations of services designed to meet the special needs of children,
the aged, the mentally retarded, the blind, the emotionally disturbed,
the physically handicapped, and alcoholics and drug addicts.'

(2) (A) No payment with respect to any expenditures other than
expenditures for personnel training or retraining directly related to
the provision of services may be made under this section to any State
for any fiscal year in excess of an amount which bears the same ratio
to $2,5t0.000,000 as the population of that State bears to the popula-
tion of the fifty States and the District of Columbia. The Secretary
shall promulgate the limitation applicable to each State for each fiscal
year under this paragraph prior to the first day of the third month of
the preceding fiscal year, as determined on the basis of the most recent
satisfactory data available from the Department of Commerce.,

(B) Each State with respect to which a limitation is promulgated
under subparagraph (A) for any fiscal year shall, at the earliest prac-
ticable (late after the commencement of such fiscal year (and in accord-
ance with regulations prescribed by the Secretary), certify to the Sec-
retary whether the amount of its limitation is greater or less than the

1 See also section 3 of P.L H4-401 which In printed in this document on page 779.
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amount needed by the State, for uses to which the limitation applies,
for such fiscal year and, if so, the amount by which the amount of such
limitation is greater or less than such need.

(C) If any State certifies, in accordance with subparagraph (B),
that the amount of its limitation for any fiscal year is greater than its
need for such year, then the amount of the limitation of such State
for such year shall be reduced býy the excess of its limitation amount
over its need, and the amount of such reduction shall be available for
allotment as provided in subparagraph (D).

(D) Of the amounts made available, pursuant to subparagraph
(C), for allotment for any fiscal year, the Secretary (i) shall allot to
the jurisdiction of Puerto Rico $15,000,000, to the jurisdiction of Guam
$500,000, and to the jurisdiction of the Virgin Islands $500,000, which
shall be available to each such jurisdiction in addition to amounts avail-
able under section 1108 for purposes of matching the expenditures of
such jurisdictions for services pursuant to sections 3(a) (4) and (5),
403(a) (3), 1003(a) (3) and (4), 1403(a) (3) and (4), and 1603(a) (4)
and (5) : Prodded, That if the amounts made available, pursuant to
subparagraph (C), are insuflicienit to meet the requirements of this
clause, then such amounts as are available shall be allotted to each of
the three jurisdictions in proportion to their respective populations.

(3) No payment may be made under this section to any State with
respect to any expenditure for the provision of any service to any indi-
vidual unless-

(A) the State's services program planning meets the require-
menits of section 2004, and

(B) the final comprehensive annual services plan in effect
when the service is provided to the individual includes the pro-
vision of that service to a category of individuals which includes
that individual in the descriptions required by section 2004(2)
(B) and (C) of the services to be provided under the plan and the
categories of individuals to whom the services are to be provided.

The Secretary may not deny payment wider this section to any State
with respect to any expenditure on the ground that it is not an expendi-
ture for the provision of a service or is not an expenditure for the pro-
vision of a service directed at a goal described in paragraph (1) of this
subsection.

(4) So much of the aggregate expenditures with respect to which
payment is made under this section to any State for any fiscal year as
equals 50 per centum of the payment made under this section to the
State for that fiscal year must be expended for the provision of services
to individuals-

(A) who are receiving aid under the plan of the State ap-
proved under part A of title IV or who are eligible to receive such
aid, or
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(B) whose needs are taken into account in determining the
needs of all individual who is receiving aid under the plan of the

State approved under part A of title IV, or who are eligible to

have their needs taken into account in determining the needs of

an individual who is receiving or is eligible to receive stich aid. or

(C) with respect to whom sujpplemental security income bemie-
fits under title XVI or State supplementary payments, as defined

in section 2007(1 ). are being paid, or who are eligible to have such
benefits or payments paid with respect to them, or

(D) whose income and resources are taken into account in de-

termining the amount. of supplemental security income beinetits
or State supplementary payments, as defined in section 2007(1),
being paid with respect to an individual. or whose income and

resources would be taken into account in determining the amount

of such benefits or payments to be paid with respect to an indi-

vidual who is eligible to have such benefits or payments paid with
respect to him. or

(E) who are eligible for medical assistance under the plan of

the State approved uider title XIX.
In any case in which services are provided to individuals to whom

the proviskins of paragraph (14) are applied, the proportion of the

expenditures for such services which are attributable to individuals
described in the preceding levtuice may be determined on the basis

of generally accepted statistical sampling procedures.?
(5) No payment may be made under this section to any State with

respect to any expenditure for the provision of any service to any

individual-
(A) who is receiving, or whose needs are taken into account in

determining the needs of an individual who is receiving, aidl un-

der the plan of the State approved under part A of title IV. or

with respect to whom supplemental security income bxenefits under

title XVI or State supplementary paywitents, as defined in section

2007 (M), are being paid, or
(B) who is a rneniher of a family the monthly gross income of

which is less than the lower of-
(i) 80 per centuin of the median income of a family of

four in the State, or
(ii) the median income of a family of four in the fifty

States and the D)istrict of Columbia,
adjusted, in accordance with regulations prescribed by the Secre-

tary, to take into account the size of the family,

if any fee or other charge (other than a voluntary contribution) im-

posed on the individual for the provision of that service is not con-

sistent with such requirements (including requirements prohibiting

I Paragraph (4) was amended by section 1(b) of P.L 94-401, effective October 1. 1975.
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the imposition of any such fee or charge) as the Secretary shall
* prescribe.

(6) No payment may be made under this section to any State with
respect. to any expelnditure for the provision of any service, other than
an information or referral service, family planning services, or a
service directed at the goal of preventing or remedying neglect, abuse,
or exploitation of children and adults unable to protect their own in-
terests, to any individual who is not an individual described in para-
graph (5), and-

(A) who is a niemiiber of a family the monthly gross income of
which exceeds 115 per centum of the nmdian income of a family
of four in the State, adjusted. in accordance with regulations
prescribed by the Secretary, to take into account the size of the
family, or

(B) who is a member of a family the monthly gross income
of which-

(i) exceeds the lower of-
(I) 80 per centum of the median income of a family

of four in the State, or
(II) the median income of a family of four in the

fifty States and the District of Columbia,
adjusted, in accordance with regulations prescribed by the
Secretary, to take into account the size of the family, and

(ii) does not exceed 115 per centum of the median income
of a family of four in the State, adjusted, in accordance with
regulations prescribed by the Secretary, to take into account
the size of the family,

unless a fee or other charge reasonably related to income is im-
posed on the individual for the provision of the service.

The Secretary shall promulgate the median income of a family of four
in each State and the fifty States and the District of Columbia appli-
cable to payments with respect to expenditures in each fiscal year prior
to the first day of the third month of the preceding fiscal year.'

(7) No payment may be made under this section to any State with
respect to any expenditure-

(A) for the provision of medical or any other remedial care,
(except as provided in paragraph (11) (D) 2). other than family
planning services, unless it is an integral but subordinate part of
a service described in paragraph (1) of this subsection and Fed-
eral financial participation with respect to the expenditure is not
available under the plan of the State approved under title XIX;
or

* • 1Paragraph (6) was amended by section 1(c) of P.L. 94-401, effective October 1, 1975.
2 The phrase "(except as provided by paragraph (11) (D))" was added by section 4 of

Public Law 94-120 as amended by section 6 of P.L. 94-401 and by section 1(c) of P.L.
95-171 effective only for the period October 1, 1975. to September 30. 1978.
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(B) for the purchase, construction, or major modification of
any land, building or other facility, or fixed equipment; or

(C) which is in the form of goods or services provided in kind
by a private entity; or

(D) which is made from donated private funds, unless such
funds-

(i) are transferred to the State and are under its adminis-
trative control, and

(ii) are donated to the State, without restrictions as to
use, other than restrictions as to the services with respect to
which the funds are to be used imposed by a donor who is not
a sponsor or operator of a program to provide those services,
or the geographic area in which the services with respect to
which the contribution is used are to be provided, and

(iii) do not revert to the donor's facility or use if the
donor is other than a nonprofit organization; or

(E) for the provision of room or board (except as provided
by paragraph (11) (C) and paragraph (11) (D)I) other than
room or board provided for a period of not more than six consecu-
tive months as an integral but subordinate part of a service de-
scribed in paragraph (1) of this subsection.

With regard to ending the dependency of individuals who are alco-
holics or drug addicts, the entire rehabilitative process for such in-
dividuals, including but not limited to initial detoxification, short
term residential treatment, and subsequent outpatient counseling and
rehabilitative services, whether or not such a process involves more
than one provider of services, shall be the basis for determining
whether standards imposed by or under subparagraph (A) or (E) of
this paragraph have been met.2

(8) No payment may be made under this section with respect to
any expenditure if payment is made with respect to that expenditure
under section 403 or 422 of this Act.

(9) (A) No payment may be made under this section with respect
to any expenditure in connection with the provision of any child day
care service, unless-

(i) in the case of care provided in the child's home, the care
meets standards established by the State which are reasonably in
accord with recommended standards of national standard-setting
organizations concerned with the home care of children, or

(ii) in the case of care provided outside the child's home, the
care meets the Federal interagency day care requirements as ap-

1The phrase "and paragraph 11(D)" was added by section 4 of Public Law 94-120
as amended by section 6 of P.1. 94-401 and by section 1(c) of P.L. 95-171 effective only
for the period October 1. 1975 to September 30, 1978.

'The last sentence of paragraph (7) was added by section 4 of Public Law 94-120
as amended by section 6 of P.L. 94-401 and by section 1(c) of P.L. 95-171 effective only
for the period October 1, 1975 to September 30. 1978.
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proved by the Department of Health, Education, and Welfare
and the Office of Economic Opportunity on September 23, 1968;
except that (I) subdivision III of such requirements with respect
to educational services shall be recommended to the States and
not required, and staffing standards for school-age children in day
care centers may be revised by the Secretary, (II) the staffing
standards imposed with respect to such care in the case of children
under age 3 shall conform to regulations prescribed by the Secre-
tary, (111) the staffing standards imposed with respect to such
care in the case of children aged 10 to 14 shall require at least one
adult for each 20 children, and in the case of school-aged children
under age 10 shall require at least one adult for each 15 children,
(IV) the State agency may waive the staffing standards other-
wise applicable in the case of a day care center or group day
care home in which not more than 20 per centum of the chil-
dren in the facility (or, in the case of a day care center, not
more than 5 children in the center) are children whose care is
being paid for (wholly or in part) from funds made available
to the State under this title, if such agency finds that it is not
feasible to furnish day care for the children, whose care is so
paid for, in a day care facility which complies with such staffing
standards, and if the day care facility providing care for such

* children complies with applicable State standards, and (V) in
determining whether applicable staffing standards are met in the
case of day care provided in a family day care home, the num-
ber of children being cared for in such home shaim include a
child of the mother who is operating the home only if such
child is under age 6,

except as provided in subparagraph (B). 1
(B) The Secretary shall submit to the President of the Senate and

the Speaker of the House of Representatives, after December 31, 1976.
and prior to April 1. 1978. an evaluation of the appropriatene:-s of the
requirements imposed by subparagraph (A), together with any recoin-
inendations he may have for modification of those requirements. No
earlier than ninety days after the submission of that report, the Sec-
retary may, by regulation, make such modifications in the require-
ments imposed by subparagraph (A) as he determines are
appropriate.2

(C) The requirements imposed by this paragraph are in lieu of
any requirements that would otherwise be applicable under section
522(d) of the Economic Opportunity Act of 1964 to child day care
services with respect to which payment is made under this section.. I The requirements of section 2002(a) (9) are modified during the period October 1. 1975-
September 30. 1979 by sew. 7(a) (3) of P.1, 93-647. as amended (see p. 759). See. 5 of P.L.
94-401. as amended by see. I(b) of P.L. 95-171, added to paragraph (9) (A) (it) subclause
(IV) (effective September 7. 1976 to September 30, 1978) and subelause (V) (effective
October 1, 1975 to September 30, 1978).2 Subparagraph (B) was amended by section 5 of P.L. 95-59.
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(10) No payment may be made under this section with respect to
any expenditure for the provision of any educational service which
the State makes generally available to its residents without cost and
without regard to their income.

(11) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
living in any hospital, skilled nursing facility, or intermediate care
facility (including any such hospital or facility for mental diseases
or for the mentally retarded), any prison, or any foster family home
except--

(A) any expenditure for the provision of a service that (i)
is provided by other than the hospital, facility, prison, or foster
family home in which the individual is living, and (ii) is pro-
vided under the State's program for the provision of the set-vices
described in paragraph (1), to individuals who are not living
in a hospital, skilled nursing facility, intermediate care facility,
prison, or foster family home,

(B) any expenditure which is for the cost, in addition to the
cost of basic foster care, of the provision, by a foster family home,
to an individual living in that home, of a service which meets
a special need of that individual, as determined under regula-
tions prescribed by the Secretary,

(C) any expenditure for the provision of emergency shelter
provided to a child, for not in excess of thirty days, as a pro-
tective service; and

(D) any expenditure for the initial detoxification of an alco-
holic or drug dependent individual, for a period not to exceed
7 days, if such detoxification is integral to the further provision of
services for which such individual would otherwise be eligible
under this title.,,

(12) No payment may be made under this section with respect to
any expenditure for the provision of cash payments as a service.

(13) No payment may be made under this section with respect
to any expenditure for the provision of any service to any individual
to the extent that the provider of the service or the individual receiv-
ing the service is eligible to receive payment under title XVIII with
respect to the provision of the service.

(14) (A) For purposes of paragraphs (5) and (6), an individual
shall, at the option of the State, be deemed to be an individual
described in paragraph (5) (B) if, because of the geographic area in
which any particular service is provided to him, the characteristics
of the community to which it is provided, the nature of the service,
the conditions (other than income) of eligibility to receive it, or other

ClaMue (D) of section 2002(a) (11) wan added by sectioa 4 of Public law 94-120
as amended b section 6 of P.L 94-401 and by section 1(c) of P.I 95-171 effective only
for the period October 1. 1975 to September 30, 1978.
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factors surrounding its provision, the State may reasonably conclude
without individual determinations of eligibility, that substantially all
of the persons who receive the service are members of families with
a monthly gross income which is not more than 90 per centumn of the
median income of a family of four in the State. adjusted (in accord-
ance with the regulations prescribed by the Secretary) to take into
account the size of the family.

(B) The provisions of subparagraph (A) shall not be applicable
to child day care services furnished to any child other than a child of
a migratory agricultural worker.n'

(15) No payment may be made under this section with respect to
any expenditure for the provision of any health related service if
such service is provided by an entity which has failed to comply with
a request made by the Secretary or State agency under section 2003
(d) (1) (J), for so long as such entity remains in noncompliance with
such requestt 2

(16) Any State may refuse to enter into a contract or other arrange-
nient with a provider of services for purposes of participation under
the prograin established by this title, or otherwise to approve a pro-
vider for such purposes, if any person who has a direct or indirect
ownership or control interest of 5 percent or more in such provider,
or who is an officer, director, agent, or managing employee (as defined
in section 1126(b)) of such provider, is a person described in section
1126 (a), and the State may terminate any such contract, arrangement,
or approval if it determines that the provider did not fully and accu-
rately make any disclosure required of it by section 1126(a) at the
time the contract or arrangement was entered into or the approval
was given.3

(b) (1) Prior to the beginning of each quarter the Secretary shall
estimate the amount to which a State will be entitled under this sec-
tion for that quarter on the basis of a report filed by the State con-
taining its estimate of the amount to be expended during that quarter
with respect to which payment must be made under this section, to-
gether with an explanation of the bases for that estimate.

(2) The Secretary shall then pay to the State, in such installments
as lie may determine, the amount so estimated, reduced or increased to
the extent of any overpayment or underpayment which the Secretary
determines was made under this section to the State for any prior quar-
ter and with respect to which adjustment has not already been made
under this subsection.

(3) Upon the making of any estimate by the Secretary under this
subsection, any appropriations available for payments under this sec-
tion shall be deemed obligated.

I Paragraph (14) was added by section 1 (a) of P.L. 94-401, effective October 1, 1975.
sParagraph (15) was added by section 3(d) (2) of P.II 95-142.
3 Paragraph (16) was added by section 8(d) of P.L 95-142.
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Program Reporting

Sec. 2003. (a) Each State which participates in the program estab-
lished by this title shall make such reports concerning its use of Fed-
eral social services funds as the Secretary may by regulation provide.

(b) Each State which participates in the program established by
this title shall assure that the aggregate expenditures from appropri-
ated funds from the State and political subdivisions thereof for the
provision of services during each services program year (as established
under the requirements of section 2002(a) (3)) with respect to which
payment is made under section 2002 is not less than the aggregate
expenditures from such appropriated funds for the provision of those
services during the fiscal year ending June 30, 1973, or the fiscal year
ending June 30, 1974, with respect to which payment was made under
the plan of the State approved under title I, VI, X, XIV, or XVI, or
part A of title IV, whichever is less, except that the requirements of
this subsection shall not apply to any State for any services program
year if the payment to the State under section 2002, for each fiscal year
any part of which is included in that services program year, with
respect to expenditures other than expenditures for personnel training
or retraining directly related Lo the provision of services, equals the
allotment of the State for that fiscal year under section 2002 (a) (2).

(c) (1) If the Secretary, after reasonable notice and an opportunity
for a hearing to the State, finds that there is a substantial failure to
comply with any of the requirements imposed by subsections (a) and
(b) of this section, he shall, except as provided in paragraph (2),
notify the State that further payments will not be made to the State
under section 2002 until he is satisfied that there will no longer be any
such failure to comply, and until he is so satisfied he shall make no
further payments to the State.

(2) The Secretary may suspend implementation of any termina-
tion of payments under paragraph (1) for such period as he determines
appropriate and instead reduce the amount otherwise payable to the
State under section 2002 for expenditures during that period by 3 per
centumn for each of subsections (a) and (b) of this section with respect
to which there was a finding of substantial noncompliance and with
respect to which lie is not yet satisfied that there will no longer be an.v
such failure to comply.

(d) (1) Each State which participates in the program established
by this title shall have a plan applicable to its program for the provi-
sion of the services described in section 2002 ( %) (1) which-
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(A) provides that an opportunity for a fair hearing before
the appropriate State agency will be granted to any individual
whose claim for any service described in section 2002(a) (1) is
denied or is not acted upon with reasonable promptness;

(B) provides that the use or disclosure of information ob-
tained in connection with administration of the State's program
for the provision of the services described in section 20)2(a) (1)
concerning applicants for and recipients of those services will be
restricted to purposes directly connected with the administration
of that program, the plan of the State approved under part A of
title IV, the plan of the State developed under part B of that
title, the supplemental security income program established by
title XVI, or the plan of the State approved under title XIX;

(C) provides for the designation by the chief executive officer
of the State or as otherwise provided by the laws of the State, of
an appropriate agency which will administer or supervise the
administration of the State's program for the provision of the
services described in section 2002 (a) (1) ;

(D) provides that the State will, in the administration of its
program for the provision of the services described in section
9002 (a) (1), use such methods relating to the establishment and
maintenance of persomnel standards on a merit basis as are found
by the Secretary to be necessary for the proper and efficient op-
eration of the program, except that the Secretary shall exercise
no authority with respect to the selection, tenure of office, or com-
pensation of any individual employed in accordance with such
methods;

(E) provides that no durational residency or citizenship
requirement will be imposed as a condition to participation in
the program of the State for the provision of the services de-
scribed in section 2002(a) (1) ;

(F) provides, if the State program for the provision of the
services described in section 2002(a) (1) includes services to in-
dividuals living in institutions or foster homes, for the cstab-
lishment or designation of a State authority or authorities which
shall be responsible for establishing and maintaining standards
for such institutions or homes which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such institutions or homes, including stand-
ards related to admissions policies, safety, sanitation, and pro-
tection of civil rights;

(G) provides, if the State program for the provision of the
services described in section 2002(a) (1) includes child day care
services, for the establishment or designation of a State authority

21-746 0 - 78 - 42
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or authorities which shall be responsible for establishing and main-
taining standards for such services which are reasonably in accord
with recommended standards of national organizations concerned
with standards for such services, including standards related te.
admission policies for facilities providing such services, saicty,
sanitation, and protection of civil rights;

(H) provides that the State's program for the provision of
the services described in section 2002 (a) (1) will be in effect in all
political subdivisions of the State;

(I) provides for financial participation by the State in the
provision of the services described in section 200,2 (a) ( 1) ; and

(J) provides that any entity (other than an individual prac-
titioner or a group of practitioners) receiving payments for the
provision of health related services complies with the require-
ments of section 1124, and supplies (within such period as may
be specified in regulations by the Secretary or by the State
agency which administers or supervises the administration of the
plan) upon request specifically addressed to such entity by the
Secretary or such State agency, respectively, (i) full and com-
plete information as to the ownership of a subcontractor (as
defined by the Secretary in regulations) with whom such entity
has had, during the previous twelve months, business transactions
in an aggregate amount in excess of $25,000, and (ii) full and com-
plete information as to any significant business transactions (as
defined by the Secretary in regulations), occurring during the
five-year period ending on the date of such request, between such
entity and any wholly owned supplier or between such entity
and any subcontractor.1

Notwithstanding clause (C), if on December 1, 1974, the State agency
which administered or supervised the administration of the portion of
the plan of the State for services to the aged, blind, or disabled ap-
proved under title VI of this Act which related to blind individuals
was different from the agency which administered or supervised the
administration of the rest of that plan, the State agency which admin-
istered or supervised the administration of the portion of the plan of

' Subparagraph (J) was added by section 3(d) (1) of P.L 95-142.
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the State for services to the aged, blind, or disabled related to blind
individuals may be designated to administer or supervise the adminis-
tration of the portion of the State's program for the provision of the
services described in section 2002(a) (1) related to blind individuals
and a separate State agency may be designated to administer or su-
pervise the administration of the rest of the program,; and in such
case the part of the program which each agency administers, or the
administration of which each agency supervises, shall be regarded as
a separate program for the provision of the services described in sec-
tion 200-2(a) (1) for purposes of this title. The date selected by the
State pursuant to section 2004(1) as the beginning of the services pro-
gram year for each of the separate programs shall be the saine.

(2) The Secretary shall approve any plan which complies with
the provisions of paragraph (1).

(e) (1) No payment may be made under section 2002 to any State
which does not have a plan approved under subsection (g). 1

(2) In the case of any State plan which has been approved by the
Secretary under subsection (d), if the Secretary, after reasonable
notice and an opportunity for a hearing to the State, finds-

(A) that the plan no longer complies with the provisions of
subsection (d) (1), or

(B) that in the administration of the plan there is a substan-
tial failure to comply with any such provision,

the Secretary shall, except as provided in paragraph (3), notify the
State that further payments will not be made to the State under sec-
tion 2002 until he is satisfied that there will no longer be any such
failure to comply, and until he is so satisfied he shall make no further
payments to the State.

(3) The Secretary may suspend implementation of any termina-
tion of payments under paragraph (2) for such period as he deter-
mines appropriate and instead reduce the amount otherwise payable
to the State under section 2002 for expenditures during that period by
3 percent for each clause of subsection (d) (1) with respect to which
there is a finding of noncompliance and with respect to which he is not
yet satisfied that there will no longer be any such failure to comply.

(f) The provisions of section 333 of the Comprehensive Alcohol
Abuse and Alcoholism Prevention, Treatment, and Rehabilitation
Act of 1970 shall be applicable to services provided by any State pur-
suant to this title with respect to individuals suffering from drug
aadiction or alcoholism. 2

I The reference to subsection (g) Is a technical error in the law. The intended reference
is to subsection (d).

2 Subsection (f) was added to section 2003 effective only for the period October 1. 1975
to September 30. 1978 by section 4 of Public Law 94-120 as amended by section 6 of
Public Law 94-401 and by section I(c) of IP.L. 95-171.
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Services Program Planning

See. 2004. A State's services program planning meets the require-
ments of this section if, for the purpose of assuring public participa-
tion in the development of the program for the provision of the serv-
ices described in section 2002 (a) (1) within the State-

(1) the beginning of the fiscal year of either the Federal Gov-
ernment or the State government is established as the beginning
of the State's services program year; and

(2) at least ninety days prior to the beginning of the State's
services program year, the chief executive officer of the State, or
such other official as the laws of the State provide, publishes and
makes generally available (as defined in regulations prescribed by
the Secretary after consideration of State laws governing notice
of actions by public officials) to the public a proposed compre-
hensive annual services program plan prepared by the agency
designated pursuant to the requirements of section 2003 (d) (1) (C)
and, unless the laws of the State provide otherwise, approved by
the chief executive officer, which sets forth the State's plan for the
provision of the services described in section 2002(a) (1) during
that year, including-

(A) the objectives to be achieved under the program,
(B) the services to be provided under the program, in-

cluding at least one service directed at at least one of the goals
in each of the five categories of goals set forth in section
2002 (a) (1) (as determined by the State) and including at
least three types of services (selected by the State) for indi-
viduals who are recipients of supplemental security income
benefits under title XVI and who are in need of such services,
together with a definition of those services and a description
of their relationship to the objectives to be achieved under the
program and the goals described in section 2002 (a) (1),

(C) the categories of individuals to whom those services
are to be provided, including any categories based on the in-
come of individuals or their families,

(D) the geographic areas in which those services are to be
provided, and the nature and amount of the services to be
provided in each area,

(E) a description of the planning, evaluation, and report-
ing activities to be carried out under the program,

(F) the sources of the resources to be used to carry out the
program,

(G) a description of the organizational structure
through which the program will be administered, including
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the extent to which public and private agencies and volun-
teers will be utilized in the provision of services,

(I) a description of how the provision of services under
the program will be coordinated with the plan of the State
approved under part A of title IV, the plan of the State
developed under part B of that title, the supplemental secu-
rity income program established by title XVI. the plan of the
State approved under title XIX. and other programs for the
provision of related human services within the State, includ-
ing the steps taken to assure maximum feasible utilization of
services under these programs to meet the needs of the !oiv
income population,

(I) the estimated expenditures under the program, in-
cluding estimated expenditures with respect to each of the
services to be provided, each of the categories of individuals
to whom those services are to be provided, and each of the
geographic areas in which those services are to be provided.
and a comparison between estimated non-Federal expendi-
tures under the program and non-Federal expenditures for
the provision of the services described in section 2002(a) (1)
in the State during the preceding services program year, and

(J) a description of the steps taken, or to be taken. to
assure that the needs of all residents of, and all geographic
areas in, the State were taken into account in the development
of the plan; and

(3) public comment on the proposed plan is accepted for a
period of at least forty-five days; and

(4) at least forty-five days after publication of the proposed
plan and prior to the beginning of the State's services program
year, the chief executive officer of the State, or such other official
as the laws of the State provide, publishes a final comprehensive
annual services program plan prepared by the agency designed
pursuant to the requirements of section 2003(d) (1) (C) and, un-
less the laws of the State provide otherwise, approved by the chief
executive officer, which sets forth the same information required
to be included in the proposed plan, together with an explanation
of the differences between the proposed and final plan and the
reasons therefor; and

(5) any amendment to a final comprehensive services program
plan is prepared by the agency designated pursuant to section
2003(d) (1) (C), approved by the chief executive officer of the
State unless the laws of the State provide otherwise, and published
by the chief executive officer of the State, or such other official
as the laws of the State provide, as a proposed amendment on
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which public comment is accepted for a period of at least thirty
(lays, and then prepared by the agency designated pursuant to sec-
tion 2003(d) (1) (C), approved by the chief executive officer of
the State unless the laws of the State provide otherwise, and pub-
lished by the chief executive officer of the State, or such other
official as the laws of the State provide, as a final amendment, to-
gether with an explanation of the differences between the pro-
posed and final amendment and the reasons therefor.

Effective Date Of Regulations Published By The Secretary

Sec. 2005. No final regulation published by the Secretary under
this title shall be effective with respect to payments under section
2002. foi expenditures during any quarter comnencing before the be-
ginning of the first services program year established by the State
under the requirements of section 2002 (a) (3) which begins at least
sixty days after the publication of the final regulation.

Evaluation; Program Assistance

Sec. 2006. (a) The Secretary shall provide for the continui-g
evaluation of State l)rogranns for the provision of the services de-
scribed in sect ion 2002 (a) (1).

(b) The Secretary shall make available to the States assistance
with respect to the content of their services program, and their services
program planning, reporting, administration, and evaluation.

(c) Within six months after the close of each fiscal year, thle See-
retary shall submit to the Congress a report on the operation of the
program established by this title during that year, includinlg-

(1) the evaluations carried out under subsection (a) and the
results obtained therefrom, and

(2) the assistance provided under subsection (b) during that
year.

Definitions

Sec. 2007. For purposes of this title-
(1) the term "State supplementary payment" means any cash

payment made by a State on a regular basis to an individual who
is receiving supplemental security income benefits under title
XVI or who would but for his income be eligible to receive such
benefits, as assistance based on need in supplementation of such
benefits, as determined by the Secretary, and

(2) the term "State" means the fifty States and the District of
Columbia.
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SELECTED PROVISIONS OF THE INTERNAL
REVENUE CODE OF 1954

26 U.S.C. 1-
Subtitle A-Income Taxes

CHAPTER 1-NORMAL TAXES AND SURTAXES

SUBCHAPrER A-DETERMINATION OF TAX LIABILITY

*t * * * * * *

Part IV-Credits Against Tax

Subpart A-Credits Allowable

* SEC. 40. EXPENSES OF WORK INCENTIVE PROGRAMS.
(a) GENERAL RuLE.-lThere shall be allowed, as a credit against tile

tax imposed by this chapter, the amount determined under subpart C
of this part.

(b) RE;ULATIONs.-TThe Secretary shall prescribe such regulations
as may be necessary to carry out the purposes of this section and"
subpart C.

*l 5 * 5t * * *1

SEC. 43. EARNED INCOME.O
(a) ALLOWANCE OF CUIRT.-In the case of an eligible individual,

there shall be allowed as a credit against the tax imposed by this
chapter for the taxable year an amount equal to 10 percent of so mnutch
of the earned income for the taxable year as does not exceed $4,000.

1 Section 43 was added by section 204 of Public Law 94-12 and amended by section 2
of Public law 94-164 and section 401 (c) of Public Law 94-455. It is effective for !axable
years beginning after December 31. 1974. and before January 1. 1978. Section 2(d) of
Public Law 94-164 governs the treatment of refunds under this tection in determlining
benefits under assistance programs. This section is reprinted in this document un page 767.
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(b) LIHTATIOx.-The amount of the credit allowable to a taxpayer
under subsection (a) for any taxable year sliall be reduced (but not
below zero) by an amount equal to 10 percent of so much of the ad-
justed gross income (or, if greater, the earned income) of the taxpayer
for the taxable year as exceeds $4,000.

(c) DF.NxITIOx.-For purposes of this section-
(1) ELIGIBLE INDIVIDUAL.-The term "eligible individual" means

an individual who, for the taxable year-
(A) maintains a household (within the meaning of section

44A(f) (1) ) in the United States which is the principal place
of abode of that individual and-

(i) a child of that individual if such child meets tile
requirements of section 151 (e (1) (13) (relating to addi-
tional exemptions fcr dependents), or

(ii) a child of that individuwi who is disabled (within
the meaning of section 72(n) (7)) and with respect to
whom that individual is entitled to claim a deduction un-
der section 151 ; and

(B) is not entitled to exclude any amount from gross in-
come under section 911 (relating to earned income from
sources without the United States) or section 931 (relating to
income from sources within the possessions of the United
States).

(2) EARNED INCOME.-
(A) The term "earned income" means-

(i) wages, salaries, tips, and other employee compen-
sation, plus

(ii) the amount of the taxpayer's net earnings from
self-employment for the taxable year (within the mean-
ing of section 1402(a)).

(B) For purposes of subparagraph (A)-
(i) except as provided in clause (ii), any amount shall

be taken into account only if such amount is includible
in the gross income of the taxpayer for the taxable year,

(ii) the earned income of an individual shall be com-
puted without regard to any community property laws,

(iii) no amount received as a pension or annuity shall
be taken into account, and

(iv) no amount to which section 871(a) applies (re-
lating to income of nonresident alien individuals not
connected with United States business) shall be taken
into account.

(d) MARRIED INDIIDUALs.-In the case of an individual who is
married (within the meaning of section 143), this section shall apply
only if a joint return is filed for the taxable year under section 6013.
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(e) TAXABLE YEAR MUST BE FULL TAXABLE YEAI.--Except in the
* case of a taxable year closed by reason of the death of the taxpayer, no

credit shall be allowable under this section in the case of a taxable year
covering a period of less than 12 months.

SEC. 44A. EXPENSES FOR HOUSEHOLD AND DEPEND-
ENT CARE SERVICES NECESSARY FOR GAIN-
FUL EMPLOYMENT.

(a) ALLOWANCE OF CRFWrT.-In the case of an individual who
maintains a household which includes as a member one or more quali-
fying individuals (as defined in subsection (c) (1)), there shall be
allowed as a credit against the tax imposed by this chapter for the
taxable year an amount equal to 20 percent of the employment-related
expenses (as defined in subsection (c' )) paid by such individual
during the taxable year.

(b) APPLICATION WiT OriiER CRwrrs.-The credit allowed by
subsection (a) shall not exceed the amount of the tax imposed by this
chapter for the taxable year reduced by the sum of the credits allow-
able under-

(1) section 33 (relating to foreign tax credit),
(2) section 37 (relating to credit for the elderly),
(3) section 38 (relating to investment in certain depreciablc

property),
(4) section 40 (relating to expenses of work incentive pro-

grams),
(5) section 41 (relating to contributions to candidates for

public office),
(6) section 42 (relating to general tax credit), and
(7) section 44 (relating to purchase of iew principal

residence).
(c) DEFINITIONS OF QUALIFYING INDIVIDUAL AND EMPLOYMENT-

RFLATEX ExpES•Es.-For purposes of this section-
(1) QUALIFYING INDIVIUAL.-The term "qualifying individ-

ual" means-
(A) a dependent of the taxpayer who is under the age

of 15 and with respect to whom the taxpayer is entitled to a
deduction under section 151(e),

(B) a dependent of the taxpayer who is physically or
mentally incapable of caring for himself, or

(C) the spouse of the taxpayer, if he is physically or
mentally incapable of caring for himself.
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(2) ExPLOYMENT-RELATED EXPENSFS.-

(A) IN GENEPL.-The term "employmient-related ex-
penses" means amounts paid for the following expenses, but
only if such expenses are incurred to enable the taxpayer to
be gainfully employed for any period for which there are 1
or more qualifying individuals with respect to the taxpayer:

(i) expenses for household services, and
(ii) expenses for the care of a (qualifying individual.

(B) ExcEvrnox.-Employment-related exjxnses described
in subparagraph (A) which are incurred for services outside
the taxpayer's household shall be taken into account only if
incurred for the care of a qualifying individual described in
paragraph (1) (A).

(d) DOLLAR LI"IT oN AMouNT CRwiT.tBLE.--The amount of the
employment-related expenses incurred during any taxable year which
may be taken into account under subsection (a) shall not exceed-

(1) $2,000 if there is 1 qualifying individual with respect to
the taxpayer for such taxable year, or

(2) $4,000 if there are 2 or more qualifying individuals with
respect to the taxpayer for such taxable year.

(e) EARN•E INCOME LIMITATo.N.-
(1) IN GE.NERAL--Except as otherwise provided in this sub-

section, the amount of the employment-related expenses incurred
during any taxable year which may be taken into account under
subsection (a) shall not exceed-

(A) in the case of an individual who is not married at the
close of such year, such individual's earned income for such
year, or

(B) in the case of an individual who is married at the
close of such year. the lesser of such individual's earned
income or the earned income of his spouse for such year.

(2) SPECIAL RULE FOR SPOUSE WHO I8 A STUDENT OR INCAPABLE

OF CARING FOR Hrn1SELF.-In the case of a spouse who is a student
or a qualifying individual described in subsection (c) (1) (C), for
purposes of paragraph (1), such spouse shall be deemed for each
month during which such spouse is a full-time student at an ed-
ucational institution, or is such a qualifying individual, to be
gainfully employed and to have earned income of not less than-

(A) $166 if subsection (d) (1) applies for the taxable
year, or

(B) $333 if subsection (d) (2) applies for the taxable
year.

In the case of any husband and wife. thi!! paragraph shall apply
with respect to only one spouse for any one month.
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(f) SPECIAL RuLEs.-For purposes of this section-
(1) M.NAINTAININo iiOUsEmIOL.-An individual shall be treated

as maintaining a household for any period only if over half the
cost of maintaining the household for such period is furnished
by such individual (or, if such individual is married during such
period, is furnished by such individual and his spouse).

(2) 'MARRIED COUPLES MUST FILE JOINT JETURN.-If the tax-
payer is married at the close of the taxable year, the credit shall
be allowed under subsection (a) only if the taxpayer and his
spouse file a joint return for the taxable year.

(3) MARITAL sT.ATus.-An individual legally separated from
his spouse under a decree of divorce or of separate maintenance
shall not be considered as married.

(4) CERTAIN CARRIED INDIVIDUALS LIVING APART.-If-
(A) an individual who is married and who files a sep-

arate return-
(i) maintains as his home a household which con-

stitutes for more than one-half of the taxable year the
principal place of abode of a qualifying individual, and

(ii) furnishes over half of the cost of maintaining
such household during the taxable year, and

(B) during the last 6 months of such taxable year such
individual's spouse is not a member of such household,

such individual shall not be considered as married.
(5) SPECIAL DEPENDENCY TEST IN CASE OF DIVORCED PARENTS,

ETC.-If-
(A) a child (as defined in section 151 (e) (3)) who is under

the age of 15 or who is physically or mentally incapable of
caring for himself receives over half of his support during
the calendar year from his parents who are divorced or legally
separated under a decree of divorce or separate maintenance
or who are separated under a written separation agreement,
and

(B) such child is in the custody of one or both of his parents
for more than one-half of the calendar year,

in the case of any taxable year beginning in such calendar year
such child shall be treated as being a qualifying individual de-
scribed in subparagraph (A) or (B) of subsection (c) (1), as the
caso may be, with respect to that parent who has custody for a
longer period during such calendar year than the other parent,
and shall not be treated as being a qualifying individual with
respect to such other parent.
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(6) PAYM,•NTS TO RELATED INDIVIDUALS.-
(A) IN- GE.NERAL.--Except as provided in subparagraph

(B), no credit shall be allowed tinder subsection (a) for any
amount paid by the taxpayer to an individual bearing a rela-
tionship to the taxpayer described in paragraphs (1) through
(8) of section 152(a) (relating to definition of dependent)
or to a dependent described in paragraph (9) of such section.

(B) Excm-riomx.-Subparagraph (A) shall not apply to
any amount paid by the taxpayer to an individual with
respect to whom, for the taxable year of the taxpayer in which
the service is perforlied, neither the taxpayer nor hic, spouse
is entitled to a deduction under section 151(e) (relating to
deduction for personal exemptions for dependents), but only
if the service with respect to which such amount is paid con-
stitutes employment within the meaning of section 3121(b).

(7) ST'uDExT.-The term "student" means an individual who
(luring each of 5 calendar months (luring the taxable year is a full-
time student at an educational organization.

(8) EDUCATIONAL ORGANIZATIOx.-The term "educational orga-
nization" means an educational organization described in section
170(b) (1) (A) (ii).

(g) R Eo;ULtT10xs.-The Sectretary shall prescribe such regulations
as may be neceý-tary to carry out the purpo--es of this section.,

Subpart C-Rules for Computing Credit for Expenses of Work Incentive
Programs

Sec. 50A. Amount of credit.
Sec. 50B. Definitions: special rules.

SEC. 50A. AMOUNT OF CREDIT.
(a) DETERMIATio. Or AMOUNT.-

(1) GE.%ERL RULF..-The amount of the credit allowed by sec-
tion 40 for the taxable year shall be equal to 20 percent of the work
incentive program expenses (as defined in section 50B (a)).

(2) LIMITATION BASED ON AMOUNT OF TAx.-Notwithstanding
paragraph (1), the credit allowed by section 40 for the taxable
year shall not exceed-

(A) so much of the liability for tax for the taxable year
as does not exceed $50,000, plus

(B) 50 percent of so much of the liability for tax for the
taxable year as exceeds $50,000.

I Section 44A was added by section 504 of Public Law 94-455, effective for taxable yeah i
beginning after December 31. 1975.
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The preceding sentence shall not apply to so much of the credit
allowed by section 40 as is attributable to Federal welfare
recipient employment incentive expenses described in subsection
(a) (6) (B). 1

(3) LIABILITY FOR TAx.-For purposes of paragraph (2), the
liability for tax for the taxable year shall be the tax imposed by
this chapter for such year, reduced by the sum of the credits
allowable under-

(A) section 33 (relating to foreign tax credit),
(B) section 37 (relating to retirement income),
(C) section 38 (relating to investment in certain depreci-

able property), and
(D) section 41 (relating to contributions to candidates for

public office).
For purposes of this paragraph, any tax imposed for the taxable
year by section 56 (relating to minimum tax for tax preferences),
section 72(m) (5) (B) (relating to 10 percent tax on premature
distributions to owner-employees), section 402(e) (relating to tax
on lump sum distributions), section 408(f) (relating to additional
tax on income from certain retirement accounts), section 531
(relating to accumulated earnings tax), section 541 (relating to
personal holding company tax), or section 1378 (relating to tax
on certain capital gains of subchapter 8 corporations), and any
additional tax imposed for the taxable year by section 1351 (d) (1)
(relating to recoveries of foreign expropriation losses), shall
not be considered tax imposed by this chapter for such year.2

(4) MARRIED INDJ,'DUL•s.-In the case of a husband or wife
who files a separate return, the amount specified under subpara-
graphs (A) and (B) of paragraph (2) shall be $25,000 in lieu
of $50,000. This paragraph shall not apply if the spouse of the
taxpayer has no work incentive program expenses for, and no
unused credit carryback or carryover to, the taxable year of such
spouse which ends within or with the taxpayer's taxable year.

(5) CoNTROLLD J GRoUPs.-In the case of a controlled group, the
$50,000 amount specified under paragraph (2) shall be reduced
for each component member of such group by apportioning
$50,000 among the component members of such group in such
manner as the Secretary shall by regulations prescribe. For pur-
poses of the preceding sentence, the term "controlled group" has
the meaning assigned to such term by section 1563(a).

I Paragraph (2) was amended by section 4(a) (1) of Public Law 94-401, effective with
respect to individuals hired after September 7, 1976. Paragraph (2) was also amended by
section 2107(a) of Public Law 94-455.

2 Section 50A(a) (3) was amended by Public Law 93-406 and by sections 1931(a) (6)
and (b) (1) (D) of Publie Law 94-455.a Paragraphs (4) and (5) were amended by section 2107(a) of Public Law 94-455.
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(6) Li MITATI( ,N WITH RESPECT TO CERTAIN ELIGIBLE EMPIAYLES.-

(A) NONBUSiNESS ELIGIBLE EM1 PLAOYEES.-N ot withstanding *
paragraph (1), the credit allowed by section 40 with respect
to Federal welfare reipient employment incentive expenses
paid or incurred by the taxpayer during the taxable yuar to
an eligible employee whose services are not performed in con-
nection with a trade or business of the taxpayer shall !lot
exceed $1,000.

(B) CHILD DAY CARIE SERVICES ELIGIBLE EM•PLOYLES.-Not-
withstanding paragraph (1), the credit. allowed by section 40
with respect to Federal welfare recipient employment incen-
tive expenses paid or incurred by the taxpayer during the
taxable year to an eligible employee whose services are per-
formed in connection with a child day care services program,
conducted by the taxpayer, shall not exceed $1,000.

(b) CARRYBACK AND CARRYOVER OF UNUSED CREDIT.-
(1) ALLOWANCE OF CREDIT.-If the amount of the credit deter-

mined under subsection (a) (1) for any taxable year exceeds the
limitation provided by subsection (a) (2) for such taxable year
(hereinafter in this subsection referred to as "unused credit
year"), such excess shall be-

(A) a work incentive progam credit carryback to each of
the 3 taxable years preceding the unused credit year, and

(B) a work incentive program credit carryover to each of
the 7 taxable years following the unused credit year,

and shall be added to the amount allowable as a credit by section
40 for such years, except that such excess may be a carryback only
to a taxable year beginning after December 31, 1971. The entire
amount of the unused credit for an unused credit year shall be
carried to the earliest of the 10 taxable years to which (by reason
of subparagraphs (2k) and (B)) such credit may be carried, and
then to each of the other 9 taxable years to the extent that, because
of the limitation contained in paragraph (2), such unused credit
may not be added for a prior taxable year to which such unused
credit may be carried.

(2) LIMTATIO.N.-The amount of the unused credit which may
be added under paragraph (1) for any preceding or succeeding
taxable year shall not exceed the amount by which the limitation
provided by subsection (a) (2) for such taxable year exceeds the
sum of-

'Section 50Ata)(6) was added by section 401(a)(1) of Public Law 94-12 and was
amended (effective with respect to individuals hired after September 7, 1976) by section
4(a) (2) of Public Law 94-401.
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(A) the credit allowable under subsection (a) (1) for such
taxable year, and

(B) the amounts which, by reason of this subsection, are
added to the amount allowable for such taxable year and at-
tributable to taxable years preceding the unused credit year.

(c) EARLY TERMINATION OF EMPLOYMENT BY EMPLOYER, ETC.-
(1) GENERAL RULE.-Under regulations prescribed by the Sec-

retary-
(A) Work incentive program expenses.-If the employ-

nient of any employee with respect to whom work incentive
program expenses are taken into account under subsection (a)
,s terminated by the taxpayer at any time during the first
•Q0 days of such employment (whether or not consecutive) or
before the close of the 90th calendar day after the day in
which such employee completes 90 days of employment with
the taxpayer, the tax under this chapter for the taxable year
in which such employment is terminated shall be increased
by an amount (determined under such regulations) equal to
the credits allowed under section 40 for such taxable year
and all prior taxable years attributable to work incentive
program expenses paid or incurred with respect to such
employee.'

(B) Carrybacks and carryovers adjusted.-In the case of
any termination of employment to which subparagraph (A)
applies, the carrybacks and carryovers under subsection (b)
shall be properly adjusted.

(2) SUBSECON N. T TO APPLY IN CRAIN CASES.-
(A) In general.-Paragraph (1) shall not apply to-

(i) a termination of employment of an employee who
voluntarily leaves the employment of the taxpayer,

(ii) a termination of employment of an individual
who, before the close of the period referred to in para-
graph (1) (A), becomes disabled to perform the services
of such employment, unless such disability is removed
before the close of such period and the taxpayer fails to
offer reemnployment to such individual,

(iii) a termination of employment of an individual, if
it is determined under the applicable State unemployment
compensation law that the termination was due to the
misconduct of such individual,

I Subparagraph (A) was amended by section 2107(b) of P.L. 94-455.
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(iv) a termination of employment of an individual
with respect to whom Federal welfare recipient employ-
ment incentive expenses (as described in section 50B
(a) (2)) are taken into account under subsection (a), or

(v) a termination of employment of an individual due
to a substantial reduction in the trade or business opera-
tions of the taxpayer.'

(B) Change in form of business, etc.-For purposes of
paragraph (1), the employment relationship between the tax-
payer and an employee shall not be treated as terminated-

(i) by a transaction to which section 381(a) applies,
if the employee continues to be employed by the acquir-
ing corporation, or

(ii) by reason of a mere change in the form of con-
ducting the trade or business of the taxpayer, if the
employee continues to be employed in such trade or busi-
ness and the taxpayer retains a substantial interest in
such trade or business.

(3) SPECIAL RE.IL-Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes
of determining the amount of any credit allowable under subpart
A.

(d) FAILURE To PAY COMPARABLE WAGES.-
(1) GEXE.RAL RULE.-Under regulations prescribed by the Sec-

retary, if during the period described in subsection (c) (1) (A),
the taxpayer pays wages (as defined in -ection 50B(b)) to an
employee with respect to whom work incentive program expenses
are taken into account under subsection (a) wuiich are less than
the wages paid to other employees who perform comparable serv-
ices, the tax under this chapter for the taxable year in which
such wages are so paid shall be increased by an amount (deter-
mined under such regulations) equal to the credits allowed under
section 40 for such taxable year and all prior taxable years
attributable to work incentive program expenses paid or incurred
with respect to such employee, and the carrybacks and carryovers
under subsection (b) shall be properly adjusted.

(2) SPECIAL RULE.-Any increase in tax under paragraph (1)
shall not be treated as tax imposed by this chapter for purposes
of determining the amount of any credit allowable under sub-
part A.

1 Subparagraph (A) was amended by section 401 of Public Law 94-12 and by section
2107(c) ot P.L. 94-455 by adding clauses (IV) and (V) respectively.
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SEC. 50B. DEFINITIONS; SPECIAL RULES.
(a) WORK INCENTIVE PROGRAM EXPENSEs.-

(1) Ix GENERAL.-For purposes of this sabpart, the term "work
incentive l)rograln expenses" means the sum of-

(A) tile amount of wages paid or incurred by the taxpayer
for services rendered during the first 12 vionths of employ-
ment (whether or not consecutive) of employees who are
certified by the Secretary of Labor as-

(i) having been placed in employment under a work
incentive program established under section 432(b) (1)
of the Social Security Act, and

(ii) not having displaced any individual from em-
ployment, plus

(B) the animount of Federal welfare re.-ipient employment
incentive expenses paid or incurred by the taxpayer for serv-
ices rendered during the first 12 months of employment
(whether or not consecutive).

(2) Dr.Ex1TIoNs.-For purposes of this section, the term "Fed-
eral welfare recip)ient employment incentive expenses" means the
amount of wages paid or incurired by the taxpayer for services
rendered to the taxpayer by an eligible emnployee-

(A) before January 1, 1980, or
(B) in the case of an eligible employee whose services are

performed in connection with a child day care services pro-
gram of the taxpay er, before October 1. 1977.

(3) EXCLUSiox.--No item taken into account under paragraph
(1) (A) shall be taken into account under paragraph (1) (B). No
item taken into account under paragraph (1) (B) shall be taken
into account under l)aragraph 1 (A).'

(b) WAGES.-For purposes of subsection (a), the term "wages"
means only cash remuneration (including amounts deducted and with-
held).

(c) LIMITATIONS.-

(1) TRADE OR BUSINESS EXPENSES.-No item shall be taken into
account under subsection (a) (1) (A) unless such item is incurred
in a trade or business of the taxpayer.2

I Section 50 B(a) was amended by section 401 of Public Law 94--12 and section 2107 (d)
and (e) of Public Law 94-455. l'aragra:lh (2) of this section was also amended by section
4 i(b and (c) of Public Law 94-401 effective with respect to individuals hired after Septem-
ber 7, 1976 whose services are performed in connection with a child day care services
program of the taxpayer.

' Subsections (c) (1) and (c) (4) were amended by section 401 of Public Law 94-12.
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(2) REiIIBURSW txrz.PsEs.--No item shall be taken into account
under subsection (a) to the extent that the taxpayer is reimbursed
for such item.

(3) GEOGRAPHICAL LIMITATION.--No item shall be taken into
account under subsection (a) with respect to any expense paid or
incurred by the taxpayer with respect to employment outside the
United States.

(4) MAXIMUM PERIOD OF TRAINING OR INSTRUCTION.-NO item
with respect to any employee shall be taken into account under
subsection (a) (1) (A) after the end of the 24-month period begin-
ning with the date of initial employment of such employee by the
taxpayer.2

(5) INELIGIBLE INDIVIDUALS.-No item shall be taken into ac-
count under subsection (a) with respect to an individual who-

(A) bears any of the relationships described in paragraphs
(1) trough (8) of section 152(a) to the taxpayer, or, if the
taxpayer is a corporation, to an individual who owns, di-
rectly or indirectly, more than 50 percent in value of the
outstanding stock of the corporation (determined with the
application of section 267(c)),

(B) if the taxpayer is an estate or trust, is a grantor, bene-
ficiary, or fiduciary of the estate or trust, or is an individual
who bears any of the relationships described in paragraphs
(1) through (8) of section 152(a) to a grantor, beneficiary,
or fiduciary of the estate or trust, or

(C) is a dependent (described in section 152(a) (9)) of the
taxpayer, or, if the taxpayer is a corporation, of an individual
described in subparagraph (A), or, if the taxpayer is an estate
or trust, of a grantor, beneficiary, or fiduciary of the estate or
trust.

(d) SUBCHArTER S CORmORATIO.Ns.-In case of an electing small busi-
ness corporation (as defined in section 1371)-

(1) the work incentive program expenses for each taxable year
shall be apportioned pro rata among the persons who are share-
holders of such corporation on the last day of such taxable year,
and

(2) any person to whom any expenses have been apportioned
under paragraph (1) shall be treated (for purposes of this sub-
part) as the taxpayer with respect to such expenses.

(e) ESTATES AND TRUSTS.-IIn the case of an estate or trust-
(1) the work incentive program expenses for any taxable year

shall be apportioned between the estate or trust and the benefi-
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diaries on the basis of the income of the estate or trust allocable to
each,

(2) any beneficiary to whom any expenses have been appor-
tioned under paragraph (1) shall be treated (for purposes of this
subpart) as the taxpayer with respect to such expenses, and

(3) the $50.000 aniount specified under siibparagraphs (A) and
(B) of section 50A(a) (2) applicable to such estate or trust shall
be reduced to an ainount which bears the !tame ratio to $50,000 as
the amount of the expenses allocated to the trust under paragraph
(1) bears to the entire amount of such expenses.'

(f) LIMIiTATIOxS WITH RESPECT TO CERTAIN PE.Rsos.-In the case
of-

(1) an organization to which section 593 applies.
(2) a regulated investment company or a real estate investment

trust subject to taxation under subehapter 1M (section 851 and
following), and

(3) a cooperative organization described in section 1381(a),
rules similar to the rules provided in section 46(e) shall apply
under regulations prescribed by the Secretary.2

(g) ELIGIBLE EMPLOYEE.-

(1) ELIGIBLE E3MPLOTEL.-For purposes of subsection (a) (1)
(B), the term "eligible employee" means an individual-

(A) who has been certified by the Secretary of Labor or
by the appropriate agency of State or local government as
being eligible for financial assistance under part A of title
IV of the Social Security Act and as having continuously
received such financial assistance during the 90 day period
which immediately precedes the date on which such individ-
ual is hired by the taxpayer,

(B) who has been employed by the taxpayer for a period
in excess of 30 consecutive days on a substantially full-time
basis,

(C) who has not displaced any other individual from em-
ployment by the taxpayer, and

(D) who is not a migrant worker.
The term "eligible employee" includes an employee of the taxpayer
whose services are not performed in connection with h trade or busi-
ness of the taxpayer.

(2) MIGRANT WORKER.-For purposes of paragraph (1), the
term "migrant worker" means an individual who is employed for
services for which the customary period of employment by one

1 Paragraph (3' was amended by section 2107(a) (4) of Public Law 94-455.
'Subsection (f) (3) was amended by section 302 of Public Law 94-12.
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employer is less than 30 days if the nature of such services re-
quires that such individual travel from place to place over a short
period of time."

(h) CRoss REEREcL-

For application of this subpart to certain acquiring corpora-
tions, see section 381(c) (24).

SUBCHAPTER B-COMPUTATION OF TAXABLE INCOME

Part VI-Itemized Deductions for Individuals and Corporations

SEC. 188. AMORTIZATION OF CERTAIN EXPENDITURES
FOR CHILD CARE FACILITIES.2

(a) ALLOWANCE OF' 1)EDUCTIoN.-At the election of the taxpayer,
made in accordance with regulations prescribed by the Secretary, alny
expenditure chargeable to capital account inade by an employer to
acquire, construct, reconstruct, or relabilitate sect ion 188 property (as
defined in subsection (b)) shall be allowable as a deduction ratably
over a period of 60 months, begimiing with the month in which the
property is placed in service. The deduction provided by this section
with respect to such expenditure shall be in lieu of any depreciation
deduction otherwise allowable on account of such expenditure.

(b) SECTIONq 188 PRoPEarr.-For purposes of this section. the term
"section 188 property" means tangible property which qualifies under
regulations preIscribed by the Secretary or his delegate as a child care
center facility primarily for the children of employees of the taxpay-
ers; except that such term shall not include-

(1) any property which is not of a character subject to deprecia-
tion; or

(2) property located outside the United States.
(c) APPLICATION OFr SECTION.-Thiis section shall apply only with

respect to expenditures made after December 31, 1971, and before
January 1, 1982.

SEC. 214. [REPEALED] 3

CHAPTER 2-TAX ON SELF-EMPLOYMENT INCOME
Page'

See. 1401. Rate of tax ----------------------------------- 571
See. 1402. I)efinitions --------------------------------------- 2
Sec. 1403. Miscellaneous provisions -1--------------------------------

1 Subsection (g) was added by section 401 of Public Law 94-12 and paragraph (1) (A)
of subsection (g) was amended by section 2107(f) of Public Law 94-455.

2Section 188 was amended by section 402 of 11 L. 95-30.
3 Section 214 was repealed by section 504(b) of P.L. 94-455.
' Page references do not appear In the law.
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SEC. 1401. RATE OF TAX.'
(a) OLD-AGE, SUtRVIVORS, AND DISABILITY I.NSURANCE..-In addition

to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax as follows:

(1) in the ca.se of any taxable year beginning before January 1,
1978, the tax shall be equal to 7.0 percent of the amount of the
self-employment income for such taxable year;

(2) in the case of any taxable year beginning after Decem-
ber 31, 1977, and before January 1, 1979, the tax shall be equal to
7.10 percent of the amount of the self-employment income for
such taxable year;

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

(4) in the case of any taxable year beginning after Decem-
ber 31, 1980, and before January 1, 198-2, the tax shall be equal to
8.00 percent of the amount of the .self-employment income for
such taxable year;

(5) in the case of any taxable year beginning after Decem-
ber 31, 1981, and before January 1. 1985, the tax .-hall be equal to
8.05 percent of the amount of the self-employment hicome for
such taxable year;

(6) in the case of any taxable year beginning after I)ecem-
ber 31, 1984, and before January 1, 190, the tax shall be equal to
8.55 percent of the amount of the self-employment income for
such taxable year; and

(7) in the case of any taxable year beginning after Decei-
ber 31, 1989, the tax shall be equal to 9.30 percent of the amount of
thle .elf-ellnploly,.llent in'ol,, i for stch taxable year.2

(b) HOSPITAL I-N1suI.ANcE.-In addition to the tax imposed by the
preceding subsection, there slall be imposed for each taxable year, oi
the self-employment income of every individual, a tax as follows:

(1) in the case of any taxable year beginning after I)ecemn-
ber 31, 1973. and before Januarv 1. 1978. the tax shall be equal to
0.90 percent of ithe amount of the self-eimployment income for
such taxable year;

(2) in the case of any taxable year beginning after Decem-
ber 31, 1977, and before .January 1, 1979, the tax shall be equal to
1.00 percent of the amount of the self-employment income for such
taxable year;

Section 1401 was amended by section 1901 (a) (154) ,,f P.L. 94-455.2 Subsection (a) was amended by section 101 (a) (3) of P.L. 95-216.
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(3) in the case of Uny taxable year bginning after Decem-
ber 31, 1978, and before January 1, 1981. the tax shall be equal to
1.05 percent of the amount of the self-employment income for :uch
taxable year;

(4) in the case of any taxable year beginning after Decein-
b.r 31, 1980, and before Januaiv 1, 19,5, the tax shall be equal tl
1.30 percent of the aniount of the self-emlployment income for such
taxable year;

(5) in the case of any taxable year beginning after I)ecem-
ber 31, 1984, and before January 1, 19h(;. the tax :.hall be equal
to 1.35 percent of the amount of the .elf-eniployinent income for
such taxable year; and

(6) in the case of any taxable year beginning after I)ecem-
ber 31. 1985, the tax Shall be equal to 1.45 percent of the amount
of tihe self-emlploynwnt income for such taxable year.,

(c) RELIEF FROm TAXES IN C.ASES COVERED BY CERTAIN INTERNA-
TIONAL A,'REME.Ts.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security
Xct with any foreign country, the self-employment income of an
individual shall be exempt from the taxes imposed by this .ection to
the extent that such self-employment income is subject under such
agreement to taxes or contributions for similar purposes u.mder the
social security system of such foreign country. 2

SEC. 1402. DEFINITIONS.

(a) NET EARN INGS FROM SELF-EMPLOYMENT.-The term "net earn-
ings from self-employment" means the gross income derived by an
individual from any trade or business carried on by such individual,
less the deductions allowed by this subtitle which are attributable to
such trade or business, plus his distributive share (whether or not
distributed) of income or loss described in section 702(a) (9) from
any trade or business carried on by a partnership of which he is a
member; except that in computing such gross income and deductions
and such distributive share of partnership ordinary income or loss-

(1) there shall be excluded rentals from real estate and from
personal l)ropcrty leased with the real estate (including such
rentals paid in crop shares) together with tme deductions attribut-
able thereto, unless such rentals are received in the course of a
trade or business as a real estate dealer; except that the preceding
provisions of this paragraph shall not al)ply to any income derived
by the owner or tenant of land if (A) such income :s derived
under an arrangement, between the owner or tenant and another
ii dividual, which provides that such other individual shall pro-

1 8.ibseetion (bi was amnended by wction 101 ib) (3) of P.L. 95-216.
s Subsection (c) was added by section 317(b) (1) of P.L 95-216.
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duce agricultural or horticultural commodities (including live-
stock, bees, poultry. and fur-bearing animals and wildlife) oin
such land, and that there shall be material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) in the production or the
management of the production of such agricultural or horticul-
tural commodities, and (B) there is material participation by the
owner or tenant (as determined without regard to any activities
of an agent of such owner or tenant) with respect to any such
agricultural or horticultural commodity;

(2) there shall be excluded dividends on any share of stock, and
interest on any bond, debenture, note, or certificate, or other evi-
dence of indebtedness, issued with interest coupons or in regis-
tered form by any corporation (including one issued by a govern-
ment or political subdivision thereof), unless such dividends and
interest (otler than interest described in section 35) are received
in the course of a trade or business as a dealer in stocks or
securities;

(3) there shall be excluded any gain or loss-
(A. which is considered as gain or loss from the sale or

exchange of a capital asset,
(B) from the cutting of timber, or the disposal of timber,

coal, or iron ore, if section 631 applies to such gain or loss, or
(C) from the sale, exchange, involuntary conversion, or

other disposition of property if such property is neither-
(i) stock in trade or other property of a kind which

would properly be includible in inventory if on hand at
the close of the taxable year, nor

(ii) property held primarily for sale to customers in
the ordinary course of the trade or business:

(4) the deduction for net operating losses provided in section
172 shall not be allowed;

(5) if-
(A) any of the income derived from a trade or business

(other than a trade or business carried on by a partnership)
is community income under community property laws ap-
plicable to such income, all of the gross income and deduc-
tions attributable to such trade or business shall be treated as
the gross income and deductions of the husband unless the
wife exercises substantially all of the management and con-
trol of such trade or business, in which case all of such gross
income aid deductions shall be treated as the gross income
and deductions of the wife; and
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(B) any portion of a partner's distributive share of the
ordinary income or loss from a trade or business carried on
by a partnership is community income or loss under the com-
munity property laws applicable to such share, all of such
distributive share shall be included in computing the net
earnings from self-employment of such partner, and no part
of such share shall be taken into account in computing the
net earnings from self-employment of the spouse of such
partner;

(6) a resident of Puerto Rico shall compute his net earnings
from self-employment in the same manner as a citizen of the
United States but without regard to section 933;

(7) the deduction for personal exemptions provided in section
151 shall not be allowed;

(8) an individual who is a duly ordained, commissioned, or
licensed minister of a church or a member of a religious order
shall compute his net earnings from self-employment derived
from the performance of service described in subsection (c) (4)
without regard to section 107 (relating to rental value of parson-
ages) and, section 119 (relating to nicals and lodging furnished
for the convenience of the employer), section 911 (relating to
earned income from sources without the United States) and sec-
tion 931 (relating to income from sources within possessions of
the United States);

(9) the term "possession of the United States" as used in sec-
tions 931 (relating to income from sources within possessions of
the United States) and 932 (relating to citizens of possessions of
the Unitcd States) shall be deenjed not to include the Virgin
Islands, Guam, or American Samoa;

(10) there shall be excluded amounts received by a partner
pursuant to a written plan of the partnership, which meets such
requirements as are l)Irscril-ed by the Secretary, and which pro-
vides for p)aynments on account of retirement, on a periodic basis,
to partners generally or to a class or clauses of partners, such
payments to continue at least until such partner's death, if-

(A) such partner rendered no services with respect to any
trade or business carried on by such partnership (or its suc-
cessors) during the taxable year of such partnership (or its
successors), ending within or with his taxable year, in which
such amounts were received, and

(B) no obligation exists (as of the close of the partner-
ship's taxable year referred to in subparagraph (A)) from
the other partners to such partner except with respect to
retirement payments under such plan, and
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(C) such partner's share, if any, of the capital of the
partnership has been paid to him in full before the close of
the partnership's taxable year referred to in subparagraph
(A);

(11) in the case of an individual who has been a resident of
the United States during the entire taxable year, the exclusion
from gross income provided by section 911 (a) (2) shall not apply;
and

(1"2) there shall be excluded the distributive share of any item
of income or loas of a limited partner, as such, other than guar-
anteed payments described in section 707(c) to that partner for
services actually rendered to or on behalf of the partnership to
the extent that those paymelits are establi-hed to be in the iiature
of remuneration for those services.,

If the taxable year of a partner is different from that of the partner-
ship, the distributive share which he is required to include in com-
puting his net earnings from self-employment shall be based on the
ordinary income or loss of the partnership for any taxable year of
the partnership ending within or with his taxable year. In the case
of any trade or business which is carried on by an individual or by a
partnership and in which, if such trade or business were carried on

~ exclusively by employees, the major portion of the services would con-
stitute agricultural labor as defined in section 3121 (g)-

(i) in the case of an individual, if the gross income derived by
him from such trade or business is not more than $2,400, the net
earnings from self-employment derived by him from such trade
or business may, at his option, be deemed to be 662" percent of
such gross income; or

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

(iii) in the case of a member of a partnership, if his distribu-
tive share of the gross income of the partnership derived from
such trade or business (after such gros.s income has been reduced
by the sum of all payments to which section 707 (c) applies) is not
more than $2,400, his distributive share of income described in
section 7M2 (a) (9) derived from such trade or business may, at his

'Paragraph (12) was added by section 313(b) of P.L 95-216.
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option, be deemed to be an amount equal to 662 percent of his
distributive share of such gross income (after such gross income
has been so reduced) ; or

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

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

income is computed under a cash receipts and disbursements
method, the gross receipts from such trade or business reduced
by the cost or other basis of property which was purchased and
sold in carrying on such trade or business, adjusted (after such
reduction) in accordance with the provisions of paragraphs (1)
through (7) and paragraph (9) of this subsection; and

(vi) in the case of any such trade or business in which the
income is computed under an accrual method, the gross income
from such trade or business, adjusted in accordance with the pro-
visions of paragraphs (1) through (7) and paragraph (9) of
this subsection;

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

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

(b) SnY-E LOYMZxNT IvcoE.--The term "3elf-employment in-
come" means the net earnings from self-employment derived by an
individual (other than a nonresident alien individual) during any
taxable year; except that such term shall not include-

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

(i) an amount equal to the contribution and benefit
base (as determined under section 230 of the Social Security
Act)I which is effective for the calendar year in which such
taxable year begins, minus (ii) the amount of the wages
paid to such individual during such taxable year; or

(2) the net earnings from self-employment, if such net earn-
ings for the taxable year are less than $400.

For purposes of clause (1), the term "wages" (A) includes such remu-
neration paid to an employee for services included under an agree-
ment entered into pursuant to the provisions of section 218 of the
Social Security Act (relating to coverage of State employees), or
under an agreement entered into pursuant to the provisions of section
3121(1) (relating to coverage of citizens of the United State3 who are
employees of foreign subsidiaries of domestic corporations), as would
be wages under section 3121 (a) if such services constituted employ-
ment under section 3121(b), and (B) includes compensation which is
subject to the tax imposed by section 3201 or 3211. An individual who
is not a citizen of the United States but who is a resident of the
Commonwealth of Puerto Rico, the Virgin Islands, Guam, or Ameri-
can Samoa shall not, for purposes of this chapter be considered to be
a nonresident alien individual.3

(c) TRnDF oR, Brst.NFss.-The term "trade or business" when used
with reference to self-employment income or net earnings from self-
employment, shall have the same meaning as when used in section 162
(relating to trade or business expenses), except that such term shall
not include-

Ig •j• tnrw~n,"I fl.

Section 1402(b) was amended by Public Law M4-92,4 andeby action 1901(a)(155) (A)
of Public Law 94-45L.
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(1) the performance of the functions of a public office, other
than the functions of a public office of a State or a political sub-
division thereof with respect to fees received in any period in
wilich the functions are performed in a position compensated
solely on a fee basis and in which such fictions are not covered
under an agreement entered into by such State and the Secretary
of Health, Education, and Welfare pursuant to section 218 of
the Social Security Act;

(2) the performance of service by an individual as an em-
ployee, other than-

(A) service described in section 3121(b) (14) (B) per-
formed by an indivdual who has attained the age of 18,

(B) service described in section 3121(b) (16),
(C) service described in section 3121(b) (11). (12), or

(15) performed in the United States (as defined in section
3121 (e) (2)) by a citizen of the United States.

(D) service described in paragraph (4) of this subsection,
(E) service performed by an individual as an employee

of a State or a political subdivision thereof in a position com-
pensated solely on a fee bqsis with respect to fees received
in any period in which such service is not covered under an
agreement entered into by such State and the Secretary of
Health, Education, and Welfare pursuant to section 218 of
the Social Security Act, and

(F) service described in section 3121(b) (20) ; 1

(3) the performance of service by an individual as an em-
ployee or employee representative as defined in section 3231;

(4) the performance of service by a duly ordained, commis-
sioned, or licensed minister of a church in the exercise of his
ministry or by a member of a religious order in the exercise of
duties required by such order; or

(5) the performance of service by an individual in the exercise
of his profession as a Christian Science practitioner; or

(6) The performance of service by an individual during the
period for which an exemption under section (h) is effective with
respect to him.

The provisions of paragraph (4) or (5) shall not apply to service
(other than service performed by a member of a religious order who
has taken a vow of poverty as a member of such order) performed by
an individual unless an exemption under subsection (e) is effective
with respect to him.

(d) EMPLOYEE AND WAGEs.-The term "employee" and the term
"wages" shall have the same meaning as when used in chapter 21

1Subparagraph (F) warn added by section 1207(e) (1) (B) of P.L 94-4e5 fective as
specified in section 1207(f) 4) of that act which is printed in this document on page 783.
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(sec. 3101 and following, relating to Federal Insurance Contributions
Act).

(e) Mixusma, MBmBERs or Riuoious ORDERS, AND CMITAN

SCIENCE PRAcTITIoNERS-~
(1) ExzrmrnoN.-Any individual who is (A) a duly ordained,

commissioned, or licensed minister of a church or a member of a
religious order (other than a member of a religious order who has
taken a vow of poverty as a member of such order) or (B) a
Christian Science practitioner, upon filing an application (in such
form and manner, and with such official, as may be prescribed by
regulations made wider this chapter) together with a statement
that either he is conscientiously opposed to, or because of religious
principles he is opposed to, the acceptance (with respect to services
performed by himu as such minister, member, or practitioner) of
any public insurance which makes payments in the event of death,
disability, old age, or retirement or makes payments toward the
cost of, or provides services for, medical care (including the bene-
fits of any insurance system established by the Social Security
Act), shall receive an exemption from the tax imposed by this
chapter with respect to services performed by him as such min-
ister, member, or practitioner. Notwithstanding the preceding
sentence, an exemption may not be granted to an individual under
this subsection if he had filed an effective waiver certificate under
this section as it was in effect before its amendment in 1967.

(2) TIME FOR FILING APPLICATION.--Any individual who de-
sires to file an application pursuant to paragraph (1) must file
such application on or before whichever of the following dates
is later: (A) the due date of the return (including any extension
thereof) for the second taxable year for which he has net earn-
ings from self-employment (computed without regard to sub-
sections (c) (4) and (c) (5)) of $400 or more, any part of which
was derived from the performance of service described in sub-
section (c) (4) or (c) (5) ; or (B) the due date of the return
(including any extension thereof) for his second taxable year
ending after 1967.

(3) EFFECTIVE DATE OF EXEMPTION.-An exemption received by
an individual pursuant to this subsection shall be effective for
the first taxable year for which lie has net earnings from self-
employment (computed without regard to subsections (c) (4) and
(c) (5)) of $400 or more, any part of which was derived from
the performance of service described in subsection (c) (4) or (c)
(5), and for all succeeding taxable years. An exemption received
pursuant to this subsection shall be irrevocable.

I See also section 316 of P.L. 95-216 which is printed in this document on p. 807-808.
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* (f) PANr's TAxABLE YAR ENDING AS TIL R LUxT or DI TmH.-
In computing a partner's net earnings from self-employment for his
taxable year which ends as a result of his death (but only if such
taxable year ends within, and not with, the taxable year of the part-
nership), there shall be included so much of the deceased partner's
distributive share of the partnership's ordinary income or loss for the
partnership taxable year as is not attributable to an interest in the
partnership during any period beginning on or after the first day
of the first calendar month following the month in which such partner
died. For purposes of this subsection-

(1) in determining the portion of the distributive share which
is attributable to any period specified in the preceding sentence,
the ordinary income or loss of the partnership shall be treated
as having been realized or sustained ratably over the partnership
taxable year; and

(2) the term "deceased partner's distributive share" includes
the share of his estate or of any other person succeeding, by reason
of his death, to rights with respect to his partnership interest.

(g) MN fBMs OF CMrrAIN RELlGuous FAMIS.--'
(1) ExzrrxTO.-Any individual may file an application (in

such form and manner, and with such official, as may be prescribed
by regulations under this chapter) for an exemption from the tax
imposed by this chapter if he is a member of a recognized religious
sect or division thereof and is an adherent of established tenets or
teachings of such sect or division by reason of which he is con-
bcientiously opposed to acceptance of the benefits of any private
or public insurance which makes payments in the event of death,
disability, old-age, or retirement or makes payments toward the
cost of, or provides services for, medical care (including the bene-
fits of any insurance system established by the Social Security
Act). Such exemption may be granted only if the application
contains or is accompanied by-

(A) such evidence of such individual's membership in, and
adherence to the tenets or teachings of the sect or division
thereof as the Secretary may require for purposes of deter-
mining stich individual's compliance with the preceding sen-
tence, and

(B) his waiver of all benefits and other payments under
titles II and XVIII of the Social Security Act on the basis
of his wages and sd:f-employment income as well as all such
benefits and other payments to him on the basis of the weges
and self-employment income of any other person,. 1 Subsection (g) formerlyy slbsectlon Wh)) was redesignated by section 1901(a) (155)

(B) of PubliclAw 94-455 which also repealed the former subsection (g).
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and only if the Secretary of Health, Education, and Welfare finds
that--

(C) such sect or division thereof has the established tenets
or teachings referred to in the preceding sentence,

(D) it is the practice, and has been for a period of time
which he deems to be substantial, for members of such sect
or division thereof to make provision for their dependent
members which in his judgment is reasonable in view of their
general level of living, and

(E) such sect or division thereof has been in existence at
all timeF since D)ecember 31, 1950.

An exemption may not be granted to any individual if any benefit
or other payment referred to in subparagraph (B) became pay-
able (or, but for section 203 or 222(b) of the Social Security Act,
would have become payable) at or before the time of the filing of
such waiver.

(2) TiME FOR FILIN0 APPLIWATIO.Ns.-For purposes of this sub-
section, an application must be filed on or before the time pre-
scribed for filing the return (including any extension thereof) for
the first taxable year for which the individual has self-employment
income (determined without regard to this subsection or subsec-
tion (c) (6)), except that an application filed after such date
but on or before the last (lay of the third calendar month following
the calendar month in which the taxpayer is first notified in writ-
ing by the Secretary that a timely application for an exemption
from the tax imposed by this chapter has not been filed by him
shall be deemed to be filed timely.'

(3) PERIOD FOR WHICH EXEMPTION EFFI;Xi%'E.-An exemption
granted to any individual pursuant to this subsection shall apply
with respect to all taxable years beginning after December 31,
1950, except that such exemption shall not apply for any taxable
year-

(A) beginning (i) before the taxable year in which such
individual first met the requirements of the first sentence of
paragraph (1), or (ii) before the timiie as of which the Sec-
retary of Health, Education, and Welfare finds that the sect
or division thereof of which such individual is a member met
the requirements of subparagraphs (C) and (D), or

(B) ending (i) after the time such individual ceases to
meet the requirements of the first sentence of paragraph (1),
or (ii) after the time as of which the Secretary of Health,
Education, and Welfare finds that the sect or division thereof

'Paragraph (2) was amended by section 1901(a) (155) (C) of Public Law 94-455. 0
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of which he is a member ceases to meet the requirements of
subparagraph (C) or (D).

(4) APPLICATION BY FIDUCIARIES OR SURVIVORS.-IIn any case
where an individual whio has self-employment income dies before
the expiration of the time prescribed by paragraph (2) for filing
an application for exemption pursuant to this subsection, such an
application may be filed with respect to such individual withina
such time by a fiduciary acting for such individual's estate or by
such individual's survivor (within the meaning of section 205(c)
(1) (C) of the Social Security Act).

Regular Basis

(h) An individual shall be deemed to be self-employed on a regu-
lar basis in a taxable year, or to be a member of a partnership on a
regular basis in such year, if he had net earnings from self-employ-
ment, as defined in the first sentence of subsection (a), of not less than
$400 in at least two of the three consecutive taxable years immediately
preceding such taxable year from trades or businesses carried on by
such individual or such partnership.'

SEC. 1403. MISCELLANEOUS PROVISIONS.
(a) Tri-L O' Cm ui,-r.-'This chapter may be cited as the "Self-

* Employment Contributions Act of 1954".
(b) CRoss REFERENCES.-

(1) For provisions relating to returns, see section 6617.
(2) For provisions relating to collection of taxes in Virgin

Islands, Guam, American Samoa, and Puerto Rico, see sec-
tion 765L

(3) For provisions relating to declaration of estimated tax
on self-employment income, see section 6015.

SUBTITLE C-EMPLOYMENT TAXES
Chapter 21. Federal insurance contributions act.
Chapter 22. Railroad retirement tax act.
Chapter 23. Federal unemployment tax act.
Chapter 24. Collection of income tax at source on wages.
Chapter 25. General provisions relating to employment taxes.

CHAPTER 21-FEDERAL INSURANCE
CONTRIBUTIONS ACT

Subchapter A. Tax on employees.
Subchapter B. Tax on employers.
Subchapter C. General provisions.

SSubsection (h) (formerly subsection (1)) was redesignated by section 1901(a) (156) (B)
, of Public Law 94-455.
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SUBCHAPTER A-TAX ON EMPLOYEES

SEC. 3101. RATE OF TAX.'
(a) Ow-AGE, SURvxvoRs, AMD Dvssauirr INsuRANcL.-In addition

to other taxes, there is hereby imposed on the income of every indi-
vidual a tax equal to the following percentages of the wages (as defined
in section 3121(a)) received by hinm with respect to employinent (as
defined in section 3121 (b))-

(1) with respect to wages received during the calendar years
1974 through 1977, the rate shall be 4.95 percent;

(2) with respect to wages received during the calendar year
1978, the rate shall be 5.05 percent;

(3) with respect to wages received during the calendar years
1979 and 1980, the rate shall be 5.08 percent;

(4) with respect to wages received during the calendar year
1981, the rate shall be 5.35 percent;

(5) with respect to wages received during the calendar years
1982 through 1984, the rate shall be 5.40 percent;

(6) with respect to wages received during the calendar years
1985 through 1989, the rate shall be 5.70 percent ; and

(7) with respect to wages received after December 31, 1989,
the rate shall be 6.20 percent.2

(b) HOSPITAL INsUiL.•N.C-In addition to the tax imposed by the
preceding subsection, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as
defined in section 3121(a)) received by him with respect to employ-
ment (as defined in section 3121(b) )-

(1) with respect to wages received during the calendar years
1974 through 1977. the rate shall be 0.90 percent;

(2) with respect to wages received during the calendar year
1978, the rate shall be 1.00 percent;

(3) with respect to wages receiveed during the ealen(lar years
1979 and 1980, the rate shall be 1.05 percent;

(4) with respect to wages received during the calendar years
1981 through 1984. the rate shall be 1.30 percent :

(5) with respect to wages received during the calendar year
1985. the rate shall be 1.35 percent : and

(6) with respect to wages received after December 31. 19.5.
the rate shall be 1.45 percent.3

(c) RELIEF FROm T.AxS ., ('CAS:s CovELED BY CERTAIN INTERINA-
TIONNAL AGREEME.NTs.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of the Social Security

'Section 3101 was amended by section 1903(a) (1) of P.L. 4-455.2S ubsection (aI was amended by section l1il1a) (1) of P. L. 95-214.
2 Subsection (b) was amended by section 101 (b) (1) of P.L 95-218.
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Act with any foreign country, wages received by or paid to an individ-
ual shall be exempt from the taxes imposed by this section to the
extent that such wages are subject under such agreement to taxes or
contributions for similar purposes under the social security system
of such foreign country."

SEC. 3102. DEDUCTION OF TAX FROM WAGES.
(a) REQtu•R.[ExT.-The tax imposed by section 3101 shall be col-

lected by the employer of the taxpayer, by deducting the amount of
the tax from the wages as and when paid. An employer who in any
calendar quarter pays to an employee cash rvmuneration to which
paragraph (7) (B) of section 3121(a) is applicable may deduct an
amount equivalent to such tax from any such payment of remunera-
tion, even though at the time of payment the total amount of such
remuneration paid to the employee by the employer in the calendar
quarter is less than $50; and an employer who in any calendar year
pays to an employee cash remuneration to which paragraph (7) (C) or
(10) of section 3121 (a) is applicable may deduct an amount equivalent
to such tax from any such payment of remuneration, even though at. the
time of payment the total amount of such remuneration paid to the em-
ployee by the employer in the calendar year is less than $100; and an
employer who in any calendar year pays to an employee cash remunera-
tion to which paragraph (8) (B) of section 3121 (a) is applicable may
deduct an amount equivalent to such tax from any such payment of
remuneration, even though at the time of payment the total amount of
such remuneration paid to the employee by the employer in the calen-
dar year is less than $150 and the employee has not performed agricul-
tural labor for the employer on 20 days or more in the calendar year for
cash remuneration computed on a time basis; and an employer who is
furnished by an employee a written statement of tips (received in a
calendar month) pursuant to section 6053(a) to which.paragraph (12)
(B) of section 3121(a) is applicable may deduct an amount equivalent
to such tax with respect to such tips from any wages of the employee
(exclusive of tips) under his control, even though at the time such
statement is furnished the total amount of the tips included in state-
ments furnished to the employer as having been received by the em-
ployee in such calendar month in the course of his employment by such
employer is le.,s than $20.2

(b) INDEMNIFICATION OF EmprvoYrn.-Every employer required so
to deduct the tax shall be liable for the payment of such tax, and shall
be indemnified against the claims and demands of any person for the
amount of any such payment made by such employer.

(C) SPECIAL RuLE FOR Tips.-
(1) In the case of tips which constitute wages, subsection (a)

shall be applicable only to such tips as are included in a written
1S sectionn (c) was added by section 317(b) (2) of P.L. 95-216.
2 Subsection (a) was amended by section 355(a) of P.L. 95-216.
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statement furnished to the employer pursuant to section 6053(a),
and only to the extent that collection can be made by the employer,
at or after the time such statement is so furnished and before the
close of the 10th day following calendar month (or, if para-
graph (3) applies, the 30th (lay following the year) in which
the tips were deemed paid, by deducting the amount of the tax
from such wages of the employee (excluding tips, but including
funds turned over by the employee to the employer pursuant to
paragraph (2)) as are under control of the employer.

(2) If the tax imposed by section 3101, with respect to tips
which are included in written statements furnished in any month
to the employer pursuant to section 6053(a), exceeds the wages
of the employee (excluding tips) from which the employer is re-
quired to collect the tax under paragraph (1), the employee may
furnish to the employer on or before the 10th day of the following
month (or, if paragraph (3) applies, on or before the 30th day of
the following year) an amount of money equal to the amount
of the excess.

(3) The Secretary may, under regulations prescribed by him,
authorize employers-

(A) to estimate the amount of tips that will be imported
by the employee pursuant to section 6053(a) in any calendar
year,

(B) to determine the amount to be deducted upon each
payment of wages (exclusi-e of tips) during such year as
if the tips so estimated constituted the actual tips so reported,
and

(C) to deduct upon any payment of wages (other than
tips, but including funds turned over by the employee to the
employer pursuant to paragraph (2)) to such employee dur-
ing such year (and within 30 days thereafter) such amount
as may be necessary to adjust the amount actually deducted
upon such wages of tile employee during the year to the
amount required to be deducted in respect of tips included in
written statements furnished to the employer during the
year.

(4) If the tax imposed by section 3101 with respect to tips
which constitute wages exceeds the portion of such tax which can
be collected by the employer from the wages of the employee pur-
suant to paragraph (1) or paragraph (3), such excess shall be
paid by the employee.1

SUBCHAPTER B-TAX ON EMPLOYERS

S Subsection (c) was amended by section 355(b) of P.L. 95-216.
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SEC. 3111. RATE OF TAX.'
(a) OLD-AGE, SURvIvoRs, AND DISABLITY INSUURANC..-In addition

to other taxes, there is hereby imposed on every employer an excise
tax, with respect to having individuals in his employ, equal to the
following percentages of the wages (as defined in section 3121 (a) and
(t)) paid by him with respect to employment (as defined in section
3121(b))--

(1) with respect to wages paid during the calendar years
1974 through 1977, the rate shall be 4.95 percent;

(2) with respect to wages paid during the calendar year 1978,
the rate shall be 5.05 percent;

(3) with respect to wages paid during the calendar years
1979 and 1980, the rate shall be 5.08 percent;

(4) with respect to wages paid during the calendar year 1981,
the rate shall be 5.35 percent;

(5) with respect to wages paid during the calendar years 1982
through 1984, the rate shall by 5.40 percent;

(6) with respect to wages paid during the calendar years 1985
through 1989, the rate shall be 5.70 percent; and

(7) with respect to wages paid after December 31, 1989, the rate
.shall be 6.20 percent.2

(b) HosPITAL INSURANCE.-In addition to the tax imposed by the
preceding subsection, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to
the following percentages of the wages (as defined in section 3121 (a)
and (t)) paid by him with respect to employment (as defined in section
3121 (b))--

(1) with respect to wages paid during the calendar years 1974
through 1977, the rate shall be 0.90 percent;

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

(3) with respect to wages paid during the calendar years 1979
and 19847, the rate shall be 1.05 percent;

(4) with respect to wages paid during the calendar years 1981
through 1984, the rate shall be 1.30 percent;

(5) with respect to wages paid during the calendar year 1985,
the rate shall be 1.35 percent; and

(6) with respect to wages paid after December 31, 1985, the
rate shall be 1.5 percent.3

(c) RELIEF FROM TAXES IN CASES COVERED BY CERTAIN INTERNA-

TIONA AoE-NTs.-During any period in which there is in effect an
agreement entered into pursuant to section 233 of "the Social Security
Act with any foreign country, wages received by or paid to an individ-

I Section 3111 was amended by section 1903(a) (1) of P.L. 94-455.
2Subsectler (a) was amended by sections lOl(a) (2) and 315(b) of P.IL 95-218.
$ Subsection (b) was amended by sections 101(b)(2) and 315(b) of P.L. 95-21&.
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ual shall be exempt from the taxes imposed by this section to the
extent that such wages are subject under such agreement to taxes or
contributions for similar purposes under the social security system
of such foreign country.'

SEC. 3112. INSTRUMENTALITIES OF THE UNITED STATES.
Notwithstanding any other provision of law (whether enacted

before or after the enactment of this section) which grants to any
instrumentality of the United States an exemption from taxation,
such instrumentality shall not be exempt from the tax imposed by
section 3111 unless such other provision of law grants a specific exemp-
tion, by reference to section 3111 (or the corresponding section of
prior law), from the tax imposed by such section.

SEC. 3113, [Repealed] 2

SUBCHAPTER C-GENERAL PROVISIONS
Pager

See. 3121. Definitions ------------------------------------------ 586
Sec. 3122. Federal service ------------------------------------- 615-A
See. 3123, Reductions as constructive payments ---------------------- 616
Sec. 3124. Estimate of revenue reduction --------------------------- 616
See. 3125. Returns In the case of governmental employees in Guam,

American Samoa, and the District of Columbia ------------ 616
See. 3126 Short title ------------------------------------------ 617

SEC. 3121. DEFINITIONS.
(a) WAoEs.-For purposes of this chapter, the term "wages" means

all remuneration for employment, including the cash value of all
remuneration paid in any medium other than cash; except that such
term shall not include--

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding paragraphs
of this subsection) equal to the contribution and benefit base 4 (as
determined under section 230 of the Social Security Act) with
respect to employment has been paid to an individual by an em-
ployer during the calendar year with respect to which such con-
tribution and benefit base is effective, is paid to such individual
by such employer during such calendar year. If an employer
(hereinafter referred to as successor employer) during any
calendar year acquires substantially all the property used in a
trade or business of another employer (hereinafter referred to as
a predecessor), or used in a separate unit of a trade or business of
a predecessor, and immediately after the acquisition employs in
his trade or business an individual who immediately prior to the
acquisition was employed in the trade or business of such prede-

1 Subsection (c) was added by section 317(b) (2) of P.L. 95-216.
Section 3113 was repealed by section 1903(a) (2) of P.L. 94-455.

*Page reference do not appear in the law.
SSee Appendix B.
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* cessor, then, for the purpose of determining whether the successor
employer has paid remuneration (other than remuneration re-
ferred to in the succeeding paragraphs of this subsection) with
respect to employment equal to the contribution and benefit base 1
(as determined under section 230 of the Social Security Act) to
such individual during such calendar year, any remuneration
(other than renumeration referred to in the succeeding paragraphs
of this subsection) with respect to employment paid (or consid-
ered under this paragraph as having been paid) to such individual
by such predecessor during such calendar year and prior to such
acquisition shall be considered as having been paid by such suc-
cessor employer;

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuities, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an
employer which makes provision for his employees generally (or
for his employees generally and their dependents) or for a class
or classes of his employees (or for a class or classes of his em-
ployees and their dependents), on account of-

(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;

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

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sick-
ness or accident disability, made by an employer to, or on behalf
of, an employee after the expiration of 6 calendar months follow-
ing the last calendar month in which the employee worked for
such employer;

(5) any .payment made to, or on behalf of, an employee or his
beneficiary-

(A) from or to a trust described in section 401 (a) which is
exempt from tax under section 501 (a) at the time of such
payment unless such payment is made to an employee of the
trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust,

(B) under or to an annuity plan which, at the time of such
payment, is a plan described in section 403 (a), or

(C) under or to a bond purchase plan which, at the time
of such payment, is a qaalified bond purchase plan described
in section 405 (a);
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(6) the payment by an employer (without deduction from the 0
remuneration of the employee)--

(A) of the tax imposed upon an employee under section
3101 (or the corresponding section of prior law), or

(B) of any payment required from an employee under a
State unem)loyment compensation law;

(7) (A) remuneration paid in any medium other than cash to an
employee for service not in the course of the employer's trade or
business or for domestic service in a private home of the employer;

(B) cash remuneration paid by an employer in any calendar
quarter to an employee for domestic service in a private home of

the employer, if the cash remuneration paid in such quarter by
the employer to the employee for such service is less than $50. As

used in this subparagraph, the term "domestic service in a private
home of the employer," does not include service described in sub-
section (g) (5) ;

(C) cash remuneration paid by an employer in any calendar

year to an employee for service not in the course of the em-

ployer's trade or business, if the cash remuneration paid in such
year by the emphlyer to the employee for such service is le.s

than $104). As used in this sulq)aragraph, the term "service not in

the course of the employer's trade or business" does not include
domestic service in a private home of the employer and does noteW

include service described in subsection (g) (5) ;I
(8) (A) remuneration paid in any medium other than cash for

agricultural labor;
(B) cash remuneration paid by an employer in any calendar

year to an employee for agricultural labor unless (i) the cash
remuneration paid in such year by the employer to the employee
for such labor is $150 or more, or (ii) the employee performs
agricultural labor for the employer on 20 days or more during
such year for cash remuneration computed on a time basis;

(9) any payment (other than vacation or sick pay) made to
an emploVee after the month in which he attains age 62, if such
employee (lid not work for the employer in the period for which
such payment is made.

(10) remnuneration paid by an employer in any calendar year
to an employee for service described in subsection (d) (3) (C)
(relating to hoimme workers), if the cash remuneration paid in such
year by the employer to the employee for such se,'vice is less
than $1(00: 3

(11) remuneration paid to or on behalf of an employee if (and
to the extent that) at the time of the payment of such remunera-

1 Subparagraph (C) was amended by see. 356(a) of P.L. 95-216.
2 PIaragraph (9) wa- amended by section 104(1) of Public Law 92-603 effective with

res,,,et to •ymyniens after 11174.
3 Paragraph (10) was amended by section 356(a) of P.L. 95-216.
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tion it is reasonable to believe that a corresponding deduction is
allowable under section 217;

(12) (A) tips paid in any medium other than cash;
(B) cash tips received by an employee in any calendar month

in the course of his employment by an employer unless the amount
of such cash tips is $20 or more;

(13) any payment or series of payments by an employer to an
employee or any of his dependents which is paid-

(A) upon or after the termination of an employee's em-
ployment relationship because of (i) death, (ii) retirement
for disability, or (iii) retirement after attaining an age spec-
ified in the plan referred to in subparagraph (B) or in a pen-
sion plan of the employer, and

(B) under a plan established by the employer which makes
provision for his employees generally or a class or classes of
his employees (or for such employees or class or classes of
employees and their dependents),

other than any such payment or series of payments which would
have been paid if the employee's employment relationship had
not been so terminated;

(14) any payment made by an employer to a survivor or the
estate of a former employee after the calendar year in which such
employee died;

(15) any payment made by an employer to an employee, if at
the time such payment is made such employee is entitled to disa-
bility insurance benefits under section 223(a) of the Social Se-
curity Act and such entitlement commenced prior to the calendar
year in which such payment is made, and if such employee did not
perform any services for such employer during the period for
which such payment is made; or

(16) remuneration paid by an organization exempt from in-
come tax under section 501(a) (other than an organization de-
scribed in section 401(a)) or under section 521 in any calendar
year to an employee for service rendered in the employ of such
organization if the remuneration paid in such year by the orga-
nization to the employee for such service is less than $100.1

(b) EMPLOYMENT.-For purposes of this chapter, the term "em-
ployment" means any service, of whatever nature, performed either
(A) by an employee for the person employing him, irrespective of the
citizenship or residence of either, (i) within the United States, or (ii)
on or in connection with an American vessel or American aircraft
under a contract of service which is entered into within the United

I Paragraph (16) was added by section 356(b) of P.L. 95-216
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* States or during the performance of which and while the employee is
employed on the vessel or aircraft it touches at a port in the United
States, if the employee is employed on and in connection with.such
veael or aircraft when outside the United Statt a, or (B) outside the
United State. by a citizen of the United States ts an employee for an
American employer (as defined in subsectioni (h)); except that such
term shall not inc.'ude--

(1) service performed by foreign agricultural workers (A)
under contracts entered into in accordance with title V of the
Agricultural Act of 1949, as amended (7 U.S.C. 1461-1468), or
(B) lawfully admitted to the United States from the Bahamas,
Jamaica, ana the other British West Indies, or from any other
foreign country or possession thereof, on a temporary basis to
perform agricultural labor; 1

(2) domestic service performed in a local college club, or local
chapter of a college fraternity or sorority, by a student who is
enrolled and is regularly attending classes at a school, college, or
university;

(3) (A) service perfor..,ed by an individual in the employ of
his spouse, and service performed by a child under the age of 21
in the employ of his father or mother;

(B) service not in the course of the employer's trade or busi-
ness, or domestic service in a private home of the employer, per-
formed by an individual in the employ of his son or daughter;
except that the provisions of this subparagraph shall not be
applicable to such domestic service if-

(i) the employer is a surviving spouse or a divorced indi-
vidual and has not remarried, or has a spouse living in the
home who has a mental or physical condition which results
in such spouse's being incapable of caring for a son, daughter,
stepson, or stepdaughter (referred to in clause (ii)) for at
least 4 continuous weeks in the calendar quarter in which the
service is rendered, and

(ii) a son, daughter, stepson, or stepdaughter of such em-
ployer is living in the home, and

(iii) the son, dtaghter, stepson, or stepdaughter (referred
to in clause (ii)) has not attained age 18 or has a mental
or physical condition which requires the personal care and
supervision of an adult for at least 4 continuous weeks in
the calendar quarter in which the service is rendered;

1 Subsectlon (b) and paragraph (1) of subsection (b) were amended by section 1903(a)
(3) of P.L. 94-455.
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(4) service performed by an individual on or in connection *
with a vessel not an American vessel, or on or in connection with*
an aircraft not an American aircraft, if (A) the individual is
employed on and in connection with such vessel or aircraft,
when outside the United States and (B) (i) such individual is not
a citizen of the United States or (ii) the employer is not an
American employer:

(5) service performed in the employ of any instrumentality
of the United States, if such instrumentality is exempt from the
tax imposed by section 3111 by virtue of any provision of law
which specifically refers to such section (or ,the corresponding
section of prior law) in granting such exemption;

(6) (A) service performed in the employ of the United States
or in the employ of any instrumentality of the United States, if
such service is covered by a retirement system established by a law
of the United States;

(B) service performed by an individual in the employ of an
instrumentality of the United States if such an instrumentality
was exempt from the tax imposed by section 1410 of the Internal
Revenue Code of 1939 on December 31, 1950, and if such service
is covered by a retirement system established by such instrumen-
tality; except that the provisions of this subparagraph shall not be ,
applicable to--

(i) service performed in the employ of a corporation which
is wholly owned by the United States;

(ii) service performed in the employ of a Federal land
bank, a Federal intermediate credit bank, a bank for ('o0p-
eratives, a Federal land bank association, a production credit
association, a Federal Reserve Bank, a Federal Home Loan
Bank, or a Federal Credit Union;

(iii) service performed in the employ of a State, county,
or community committee uxader the Commodity Stabilization
Service;

(iv) service performed by a civilian employee, not com-
pensated from funds appropriated by the Congress, in the
Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Ex-
changes, or other activities, conducted by an instrumentality
of the United States subject to the jurisdiction of the Secre-
tary of Defense, at installations of the Department of De-
fen.e for the comfort, pleasure, contentment, and mental and
physical improvement of personnel of such Department; or
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(v) service performed by a civilian employee, not compen-
sated from funds appropriated by the Congress, in the Coast
Guard Exchanges or other activities, conducted by an instru-
mentality of the United States subject to the jurisdiction of
the Secretary of Transportation, at installations of the Coast
Guard for the comfort, pleasure, contentment, and mental
and physical improvement of personnel of the Coast
Gaard; 1

(C) service performed in the employ of the United States or
in the employ of any instrumentality of the United States, if such
service is performed-

(i) as the President or Vice President of the United States
or as a Member, Delegate, or Resident Commissicner of or
to the Congress;

(ii) in the legislative branch;
(iii) in a penal institution of the United States by an

inmate thereof;
(iv) by any individual as an employee included under sec-

tion 5351(2) of title 5, United States Code relatingg to cer-
tain interns, student nurses, and other student employees of
hospitals of the Federal Government), other than as a medi-
cal or dental intern or a medical or dental resident in
training;

(v) by any individual as an employee serving or. a tempo-
rary basis in case of fire, storm, earthquake, flood, or other
similar emergency; or

(vi) by any individual to whom subchapter III of chapter
83 of title 5, United States Code, does not apply because
such individual is subject to another retirement system (other
than the retirement system of the Tennessee Valley Author-
ity);

(7) service performed in the employ of a State, or any politi-
cal subdivision thereof, or any instrumentality of any one more
of the foregoing which is wholly owned thereby, except that this
paragraph shall not apply in the case of-

(A) service which, under subsection (j), constitutes cov-
ered transportation service,

(B) service in the employ of the Government of Guam
or the Government of American Samoa or any political sub-
division thereof, or of any instrumentality of any one or

1 Clause (v) was amended by section 1903(a) (8) (C) of P.L. 94-455.
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more of the foregoing which is wholly owned thereby, per-
formed by an officer or employee thereof (including a mem-
ber of the legislature of any such Government or political
subdivision), and, for purposes of this title with respect to
the taxes imposed by this chapter-

(i) any person whose service as such an officer or em-
ployee is not covered by a retirement system established
by a law of the United States shall not, with respect to
such service, be regarded as an employee of the United
States or any agency or instrumentality thereof, and

(ii) the remuneration for service described in clause
(i) (including fees paid to a public official) shall be
deemed to have been paid by the Government of Guam
or the Government of American Samoa or by a political
subdivision thereof or an instrumentality of any one or
more of the forgoing which is wholly owned thereby,
whichever is appropriate,

(C) service performed in the employ of the District of
Columbia or any instrumentality which is wholly owned
thereby, if such service is not covered by a retirement system
established by a law of the United States; except that the
provisions of this subparagraph shall not be applicable to
service performed-W

(i) in a hospital or penal institution by a patient or
inmate thereof;

(ii) by any individual as an employee included under
section 5351(2) of title 5, United States'. Code (relating
to certain interns, student nurses, and other student em-
ployees of hospitals of the District of Columbia Govern-
ment), other than as a medical or dental intern or as a
medical or dental resident in training; .

(iii) by an individual as an employee serving on a
temporary basis in case of fire, storm, snow, earthquake,
flood or other similar emergency; or

(iv) by a member of a board, committee, or council of
the District of Columbia. paid on a per diem, meeting, or
other fee basis, or

(D) service performed in the employ of the Government
of Guam (or any instrumentality which is wholly owned by
such Government) by an employee properly classified as a
temporary or intermittent employee, if such service is not
covered by a retirement system established by a law of Guam;
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except that (i) the provisions of this subparagraph shall not
be applicable to services performed by an elected official or a
member of the legislature or in a hospital or penal institution
by a patient or inmate thereof, and (ii) for purposes of this
subparagrafAi, clauses (i) and (ii) of subparagraph (B)
shall apply;

(8) (A) service performed by a duly ordained, commissioned,
or licensed minister of a church in the exercise of his ministry or
by a member of a religious order in the exercise of duties required
by such order, except that this subparagraph shall niot apply to
service performed by a member of such an order in the exercise
of such duties, if an election of coverage under section 3121(r)
of the Internal Revenue Code of 1954 is in effect with respect to
such order, or with respect to the autononious subdivision thereof
to which such member belongs;

(B) service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (3)
which is exempt from income tax under section 501 (a), but this
subparagraph shall not apply to service performed during the
period for which a certificate, filed pursuant to subsection (k)
(or the corre•Sponling sulbsevtion of prior law) or deemed to
have been so filed under paragraph (4) or (5) of such subsection.
is in effect if such service is performed by an employee-

(i) whose signature appears on the list filed (or deemed
to have been filed) by such organization under subsection
(k) (or the corresponding sub.-ection of prior law),

(ii) who became an employee of such organization after
the calendar quarter in which the certificate (other than a
certificate referred to iii clause (iii) was filed (or deemed
to have ben filed), or

(iii) who. after the calendar quarter in whiich the certifi-
cate was filed (or deeiiied to have been filed) with respect to
a grojlJ) described in section 3121 (k) (1) (E), became a mnem-
ber of Such group.

except that this subparagraph shall apply with respect to service
performed by an employee as a member of a group described in
section 3121(k) (1) (E) with respect to which no certificate is (or
is deemed to be) in effect; 1

(9) service performed by an individual as an employee or em-
ployee representative a- defined in section 3231;

I Subparagraph (B) was amended by section 1(b) of P.I. 94-563.
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(10) service performed in the employ of-
(A) a school, college, or university, or
(B) an organization described in section 509(a) (3) if the

organization is organized, and at all times thereafter is oper-
uted, exclusively for the benefit of, to perform the functions
of, or to carry out the purposes of a school, college, or univer-
sity and is operated, supervised, or controlled by or in con-
nection with such school, college, or university, unless it is a
school, college, or university of a State or a political sub-
division thereof and the services performed in its employ by
a student referred to in section 218(c) (5) of the Social
Security Act are covered under the agreement between the
Secretary of Health, Education, and Welfare and such State
entered into pursuant to section 218 of such Act:

if such service is performed by a student who is enrolled and
regularly attending classes at such school, college, or university; 1

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative) ;

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government--

(A) if the service is of a character similar to that per-
formed in foreign countries by employees of the United States
Government or of an instruzientality thereof; and

(B) if the Secretary of State, shall certify to the Secre-
tary of the Treasury that the foreign government, with re-
spect to whose instrwuentality and employees thereof exemp-
tion is claimed, grants an equivalent exemption with respect
to similar service performed in the foreign country by em-
ployees of the United States Government and of instrumen-
talities thereof ; 2

(13) service performed as a student nurse in the employ of a
hospital or a nurses' training school by an individual who is en-
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law;

(14) (A) service performed by an individual under the age of
18 in the delivery or distribution of newspapers or shopping
news, not including delivery or distribution to any point for sub-
sequent delivery or distribution;

I Paragraph (10) was amended by section 356(c) of P.I. 95-216.
2 Subparagraph (B) was amended by sectiun 1906(b) (13) (C) of P.L. 94-455.
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(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, under
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
lie is guaranteed a minimum amount of colnj)enilation for such
service, or is entitled to be credited with the uinsold newspapers
or magazines turned back;

(15) service performed in the employ of an international
organization;

(16) service performed by an individual under an arrangement
with the owner or tenant of land pursuant to which-

(A) such individual undertakes to produce agricultural
or horticultural commodities (incltidinig livestock, bees, poul-
try, ald fur-bearing animals and wildlife) on such land,

(B) the agricultural or horticultural commodities pro-
duced by such individual, or the Iproceeds therefrom, are to
be divided between such individual and such owner or tenant,
and

(C) the amount of such individual's share depends on the
amount of the agricultural or horticultural commodities
produced;

(17) service in the employ of any organization which is per-
formed (A) in any ye ar during any part of which such organi-
zation is registered, or there is in effect a final order of the Sub-
versive Activities Control Board requi rinig such organization to
register, under the Internal Security Act of 1950, as amended, as
a Communist-action organization, a Communist-front organiza-
tion, or a Communist-infiltrated organization. and (B) after June

30. 1956: 1
(18) service performed in Guam by a resident of the Republic

of the Philippines while in Guam on a temporary basis as a non-
immigrant alien admitted to Guam pursuant to section 101(a)
(15) (H) (ii) of the Immigration and Nationality Act (8 U.S.C.
1101 (a) (15) (H) (ii));

(19) service which is performed by a nonresident alien indi-
vidual for the period lie is temporarily l)resent in the United
States as a nonimnmigrant under subparagraph (F) or (J) of sec-
tion 101(a) (15) of the Immigration and Nationality Act, as
amended, and which is performed to carry out the purpose speci-
fied in subparagraph (F) or (J), as the case may be; or

1 Paragraph (17) was amended by section 356(d) of P.L. 95-216.
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(20) service performed by an individual on a boat engaged in
catching fish or other forms of aquatic animal life under an ar-
rangement with the owner or operator of such boat pursuant to
which-

(A) such individual does not receive any cash remunera-
tion (other than as provided in subparagraph (B)),

(B) such individual receives a share of the boat's (or
the boats' in the case of a fishing operation involving more
than one boat) catch of fish or other forms of aquatic animal
life or a share of the proceeds from the sale of such catch,
and

(C) the amount of such individual's share depends on
the amount of the boat's (or the boats' in the case of a fishing
operation involving more than one boat) catch of fish or other
forms of aquatic animal life,

but only if the operating crew of such boat (or each boat from
which the individual receives a share in the case of a fishing opera-
tion involving more than one boat) is normally made up of fewer
than 10 individuals.'

(C) INCLUDED AXD EXCLUDED SERVICE.-For purposes of this chap-
ter, if the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
employing him do not constitute employment, then none of the services
of such employee for such period shall be deemed to be employment.
As used in this subsection, the term "pay period" means a period (of
not more than 31 consecutive days) for which a payment of remunera-
tion is ordinarily made to the employee by the person employing him.
This subsection shall not be applicable with respect to services per-
formed in a pay period by an employee for the person employing him,
whero any of such service is excepted by subsection (b) (9).

(d) EMPLOYEE.-For purposes of this chapter, the term "employee"
means-

(1) any officer of a corporation; or
(2) any individual who, under the usual common law rules ap-

p)licable in determining the employer-employee relationship, has
the status of an employee; or

' Paragraph (20) was added by section 1207(e)(A) of Public Law 94-455 effective
as specified In section 1207(f)(4) of that act which Is printed in this document on page
783.
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(3) any individual (other than an individual who is an em-
ployee under paragraph (1) or (2)) who performs services for
remuneration for any person-

(A) as an agent-driver or commission-driver engaged in
distributing meat products, vegetable products, fruit prod-
ucts, bakery products, beverages (other than milk), or laun-
dry or dry-cleaning services, for his principal;

(B) as a full-time life insurance salesman;
(C) as a home worker performing work, according to

specifications furnished by the person for whom the services
are performed, on materials or goods furnished by such per-
son which are required to be returned to such person or a
person designated by him; or

(D) as a traveling or city salesman, other than as an
agent-driver or commission-driver, engaged upon a full-time
basis in the solicitation on behalf of, and the transmission to,
his principal (except for side-line sales activities on behalf of
some other person) of orders from wholesalers, retailers, con-
tractors, or operators of hotels, restaurants, or other similar
establishments for merchandise for resale or supplies for use
in their business operations;

if the contract of service contemplates that substantially all of
such services are to be performed personally by such individual;
except that an individual shall not be included in the term "em-
ployee" under the provisions of this paragraph if such individual
has a substantial investment in facilities used in connection with
the performance of such services (other than in facilities for
transportation), or if the services are in the nature of a single
transaction not part of a continuing relationship with the person
for whom the services are performed.

(e) STATE, UNITED STATES, AND CITIZE.N.-For purposes of this
chapter-

(I) STATE.--The term "State" includes the District of Colum-
bia, the Commonwealth of Puerto Rico, the Virgin Islands,
Guam, and American Samoa.

(2) UNITED STATEs.-The term "United States" when used in
a geographical sense includes the Commonwealth of Puerto Rico,
the Virgin Islands, Guam, and American Samoa.

An individual who is a citizen of the Commonwealth of Puerto Rico
(but not otherwise a citizen of the United States) shall be considered,
for purposes of this section, as a citizen of the United States.

597



IRC Sec. 3121(f)

(f) AMR CAN VESSEL AND AnicA'r.-For purposes of this chap-
ter, the term "American vessel" means any vessel documented or
numbered under the laws of the United States; and includes any vessel
which is neither documented or numbered under the laws of the
United States nor documented under the laws of any foreign country,
if its crew is employed solely by one or more citizens or residents of
the United States or corporations organized under the laws of the
United States or of any State; and the term "American aircraft"
mean an aircraft registered under the laws of the United State&

(g) AGRICULTURAL LAsoR.-For purposes of this chapter, the term
"agricultural labor" includes all service performed-

(1) on a farm, in the employ of any person, in connection with
cultivating the soil, or in connection with raising or harvesting
any agricultural or horticultural commodity, including the rais-
ing, shearing, feeding, caring for, training, and management of
livestock, bees, poultry, and fur-bearing animals and wildlife;
. (2) in the employ of the owner or tenant or other operator of a
farm, in connection with the operation, management, conserva-
tion, improvement, or maintenance of such farm and its tools and
equipment, or in salvaging timber or clearing land of brush and
other debris left by a hurricane, if the major part of such service
is performed on a farm;

(3) in connection with the production or harvesting of any
commodity defined as an agricultural commodity in section 15(g)
of the Agricultural Marketing Act, as amended (12 U.S.C. 1141j),
or in connection with the ginning of cotton, or in connection with
the operation or maintenance of ditches, canals, reservoirs, or
waterways, not owned or operated for profit, used exclusively for
supplying and storing water for farming purposes;

(4) (A) in the employ of the operator of a farm in handling,
planting, drying, packing, packaging, processing, freezing, grad-
ing, storing, or delivering to storage or to market or to a carrier
for transportation to market, in its unmanufactured state, any
agricultural or horticultural commodity; but only if such opera-
tor produced more than one-half of the commodity with respect
to which such service is performed;

(B) in the employ of a group of operators of farms (other
than a cooperative organization) in the performance of service
described in subparagraph (A), but only if such operators pro-
duced all of the commodity with respect to which such service
is performed. For purposes of this subparagraph, any unincor-
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porated group of operators shall be deemed a cooperative organi-
zation if the number of operators comprising such group is more
than 20 at any time during the calendar year in which such
service is performed; 1

(C) the provisions of subparagraphs (A) rind (B) shall not
be deemed to be applicable with respect to service performed in
connection with commercial canning or commercial freezing or
in connection with any agricultural or horticultural commodity
after its delivery to a terminal market for distribution for
consumption; or

(5) on a farm operated for profit if such service is not in the
course of the employer's trade or business or is domestic service
in a private home of the employer

As used in this subsection, the term "farm" includes stock, dairy,
poultry, fruit, fur-bearing animal, and truck farms, plantations,
ranches, nurseries, ranges, greenhouses or other similar structures used
primarily for the raising of agricultural or horticultural commodities,
and orchards.

(h) A•ERICAN EMPLOyER.-For purposes of this chapter, the term
"American employer" means an employer which is-

(1) the United States or any instrumentality thereof,
(2) an individual who is a resident of the United States,
(3) a partnership, if two-thirds or more of the partners are

residents of the United States,
(4) a trust, if all of the trustees are residents of the United

States, or
(5) a corporation organized under the laws of the United

States or of any State.
(i) COMPUTATION OF WAGES IN CERTAIN CASES.-

(1) DOMESTIC SERviCE.-For purposes of this chapter, in the
case of domestic service described in subsection (a) (7) (B), any
payment of cash remuneration for such service which is more
or less than a whole-dollar amount shall, under such conditions
and to such extent as may be prescribed by regulations made under
this chapter, be computed to the nearest dollar. For the purpose
of the computation to the nearest dollar, the payment of a frac-
tional part of a dollar shall be disregarded unless it amounts to
one-half dollar or more, in which case it shall be increased to $1.
The amount of any payment of cash remuneration so computed
to the nearest dollar shall, in lieu of the amount actually paid, be
deemed to constitute the amount of cash remuneration for pur-
poses of subsection (a) (7) (B).

1 Subparagraph (B) was amended by section 356(d) of P.. 95-21&
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(2) SRVicz IN THz uNImRE sErvicEs.-For purposes of this
chapter, in the case of an individual performing service, as a
member of a uniformed service, to which the provisions of sub-
section (m) (1) are applicable, the term "wages" shall, subject to
the provisions of subsection (a) (1) of this section, include as
such individual's remuneration for such service only his basic
pay as described in section 102(10) of the Servicemen's and Vet-
erans' Survivor Benefits Act.

(3) PEACE conPs VOLUNTEER SERviC.-For purposes of this chap-
ter, in the case of an individual performing service, as a volun-
teer or volunteer leader with the meaning of the Peace Corps
Act, to which the provisions of section 3121(p) are applicable,
the term "wages" shall, subject to the provisions of subsection
(a) (1) of this section, include as such individual's remuneration
for such service only amounts paid pursuant to section 5(c) or
6(1) of the Peace Corps Act.

(4) SERvIcz PERFORM By CERTAIN MEMBERS OF RELIGIOUS OR-
DaRs.-For purposes of this chapter, in any case where an indi-
vidual is a member of a religious order (as defined in subsection
(r) (2)) performing service in the exercise of duties required
by such order, and an election of coverage under subsection (r)
is in effect with respect to such order or with respect to the auton-
omous subdivision thereof to which such member belongs, the
term "wages" shall, subject to the provisions of subsection (a)
(1), include as such individual's remuneration for such service
the fair market value of any board, lodging, clothing, and other
perquisites furnished to such member by such order or subdivision
thereof or by any other person or organization pursuant to an
agreement with such order or subdivision, except that the amount
included as such individual's remuneration under this paragraph
shall not be less than $100 a month.

(j) CovERED T•R.NSPORTATION SERvmCE.-For purposes of this
chapter-

(1) EXISTING TRANSPORTATION SYSTEMS-GENERAL RULE.-Ex-
cept as provided in paragraph (2), all service performed in the
employ of a State or political subdivision in connection with its
operation of a public transportation system shall constitute cov-
ered transportation service if any part of the transportation sys-
tem was acquired from private ownership after 1936 and prior to
1951.

(2) EXISTING TRANSPORTATION SYsTEMS&-CAsES IN WHICu NO

TRANSPORTATION EMPLOYEES, OR ONLY CERTAIN EMPLOYEES, ARE COV-

ERJI.-Service performed in the employ of a State or political
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subdivision in connection with the operation of its public trans-
portation system shall not constitute covered transportation serv-
ice if-

(A) any part of the transportation system was acquired
from private ownership after 1936 and prior to 1951, and
substantially all service in connection with the operation of
the transportation system was, on December 31, 1950, covered
under a general retirement system providing benefits which,
by reason of a provision of the State constitution dealing
specifically with retirement systems of the State or political
subdivisions thereof, cannot be diminished or impaired; or

(B) no part of the transportation system operated by the
State or political subdivision on December 31, 1950, was ac-
quired from private ownership after 1936 and prior to 1951;

except that if such State or political subdivision makes an acqui-
sition after 1950 from private ownership of any part of its trans-
portation system, then, in the case of any employee who--

(C) became an employee of such State or political subdi-
vision in connection with and at the time of its acquisition
after 1950 of such part, and

(D) prior to such acquisition rendered service in employ-
ment (including as employment service covered by an agree-
ment under section 218 of the Social Security Act) in con-
nection with the operation of such part of the transportation
system acquired by the State or political subdivision,

the service of such employee in connection with the operation of
the transportation system shall constitute covered transportation
service, comiimencinig with the first day of the third calendar quar-
ter following the calendar quarter in which the acquisition of such
part took place, unless on such first day such service of such em-
ployee is covered by a general retirement system which does not,
with respect to such employee, cont•iin special provisions appli-
cable only to employees described in subparagraph (C).

(3) TuIANSPORTATION SYSTEMS ACQUIRED AFTER 105o.-All serv-
'ice performed in the employ of a State or political subdivision
thereof in connection with its operation of a public transporta-
tion system shall constitute covered transportation service if the
transportation system was not operated by the State or political
subdivision prior to 1)51 and, at the time of its first acquisition
(after 1950) from private ownership of any part of its transpor-
tation system, the State or political subdivision did not have a
general retirement system covering substantially all service per-
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formed in connection with the operation of the transportation
system.

(4) Dm nroNs.-For the purposes of this subsection-
(A) The term "general retirement system" means any

pension, annuity, retirement, or similar fund or system estab-
lished by a State or by a political subdivision thereof for
employees of the State, political subdivision, or both; but
such term shall not include such a fund or system which
covers only service performed in positions connected with
the operation of its public transportation system.

(B) A transportation system or a part thereof shall be
considered to have been acquired by a State or political sub-
division from private ownership if prior to the acquisition
service performed by employees in connection with the oper-
ation of the system or part thereof acquired constituted
employment under this chapter or subchajfter A of chapter
9 of the Internal Revenue Code of 1939 or was covered by an
agreement made pursuant to section 218 of the Social Security
Act c.nd some of such employees became employees of the
State or political subdivision in connection with and at the
time of such acquisition.

(C) The term "political subdivision" includes an instru-
mentality of-

(i) a State,
(di) one or more political subdivisions of a State, or
(iii) a State and one or more of its political

subdivisions.
(k) ExirIoN OF RELIGIOUS, CHARITABLE, AND CERTAIN OTHER

ORGANIZATIONS.-

(1) WAIVR OF PX•MIOf BY ORGANIZATION.-
(A) An organization described in section 501 (c) (3) -,hich

is exerapt from income tax under section 501 (a) may file a
certificate (in such forih and manner, and with such official,
a, may be prescribed by'regulations made under this chapter)
certifying that it desinrs to have the insurance system estab-
lished by title II of Lhe Social Security Act extended tj
service performed by its employees. Such certificate may
be filed only if it is accompanied by a list containing the
signature, address, and social security account number (if
any) of each employee (if any) who concurs in the filing
of the certificate. Such list may be amended at any time prior
to the expiration of the twenty-fourth month following the
calendar quarter in which the certificate is fied by filing with
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the prescribed official a supplemental list or lists containing
the signature, address, and social security account number (if
any) of each additional employee who concurs in the filing of
the certificate. The list and any supplemental list shall be
filed in such form and manner as may be prescribed by regu-
lations made under this chapter.

(B) The certificate shall be in effect (for purposes of sub-
section (b) (8) (B) and for purposes of section 210(a) (8) (B)
of the Social Security Act) for the period beginning with
whichever of the following may be designated by the
organization:

(i) the first day of the calendar quarter in which the
certificate is filed,

(ii) the first day of the calendar quarter succeeding
such quarter, or

(iii) the first day of any calendar quarter preceding
the calendar quarter in which the certificate is filed, ex-
cept that such date may not be earlier than the first day
of the twentieth calendar quarter preceding the quarter
in which such certificate is filed.

(C) In the case of service performed by an employee whose
name appears on a supplemental list filed after the first month
following the calendar quarter in which the certificate is filed,
the certificate shall be in effect (for purposes of subsection
(b) (8) (B) and for purposes of section 210(a) (8) (B) of the
Social Security Act) only with respect to service performed
by such individual for the period beginning with the first
day of the calendar quarter in which such supplemental list
is filed.

(D) The period for which a certificate filed pursuant to
this subsection or the corresponding subsection of prior law
is effective may be terminated by the organization, effective
at the end of a calendar quarter, upon giving 2 years' advance
notice in writing, but only if, at the time of the receipt of
such notice, the certificate has beer. in effect for a period of
not less than 8 years. The notice of termination may be re-
voked by the organization by giving, prior to the close of
the calendar quarter specified in the notice of termination,
a written notice of such revocation. Notice of termination or
revocation thereof shall be filed in such form and manner,
and with such official, as may be prescribed by regulations
made under this chapter.

(E) If an organization described in subparagraph (A)
employs both individuals who are in positions covered by a'
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pension annuity, retirement, or similar fund or system eg-
tablished by a State or by a political subdivision thereof and
individuals who are not in such positions, the organization
shall divide its employees into two separate groups. One group
shall consist of all employees who are in positions covered
by such a fund or system and (i) are members of such fund
or system, or (ii) are not members of such fund or system
but are eligible to become members thereof; and the other
group shall consist of all remaining employees. An orga-
nization which has so divided its employees into two groups
may file a certificate pursuant to subparagraph (A) with
respect to the employees in either group, or may file a separate
certificate pursuant to such subparagraph with respect to the
employees in each group.

(F) If a certificate filed pursuant to this paragraph is
effective for one or more calendar quarters prior to the
quarter in which the certificate is filed, then-

(i) for purposes of computing interest and for pur-
poses of section 6651 (relating to addition to tax for
failure to file tax return or pay tax), the due date for
the return and payment of the tax for such prior calendar
quarters resulting from the filing of such certificate shall
be the last day of the calendar month following the
calendar quarter in which the certificate is filed; and

(ii) the statutory period for the assessment of such
tax shall not expire before the expiration of 3 years from
such due date.'

(H) [Repealed] 1

(2) TERMINATION OF WAIVER PERIOD BY SECRETARY.--If the Sec-
retary finds that any organization which filed a certificate pur-
suant to this subsection or the corresponding subsection of prior
law has failed to comply substantially with the requirements
applicable with respect to the taxes imposed by this chapter or
the corresponding provisions of prior law or is no longer able to
comply with the requirements applicable with respect to the
taxes imposed by this chapter, the Secretary shall give such
organization not less than 60 days' advance notice in writing
that the period covered by such certificate will terminate at
the end of the calendar quarter specified in such notice. Such
notice of termination may be revoked by the Secretary by giv-
ing, prior to the close of the calendar quarter specified in the
notice of termination, written notice of such revocation to the

'Subparagraph (1r) (formerly subparagraph (G)) was redesignated by section 1903
(a)(3)( K) of P.L 94-453 which also repealed subparagraph (H) and the former sub-
raragraph (F).
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organization. No notice of termination or of revocation thereof
shall be given under this paragrap)h to all organization without
the prior concurrence of the Secretary of Health, Education, and
Wel fare.

(3) No M:.NEWAL (F w.%iER.--In the event the period covered
by a certificate filed pr.lilant to this subsection or the correspond-
ing subsection of prior law is terminated by the organization, no
certificate may again be filed by such organization pursuant to
this subsection.

(4) CONSTRUCTIVE FILING OF CERTIFICATE WHERE NO REFUND OR

CREDIT OF TAXES HAS BEEN 31ADE.-
(A) In any case where--

(i) an organization described in section 501(c) (3)
which is exempt from income tax under section 501 (a)
has not filed a valid waiver certificate under paragraph
(1) of this subsection (or under the corresponding pro-
vision of prior law) as of the date of the enactment of
this paragnalph (or. if later. as of the earliest date on
which it ,.ati.sfies clau.,se (ii) of this .,,ubpaiagraph. ). but I

(ii) the taxes impo:ed by sections 3101 and 3111 have
been paid with respect to the remuneration paid by such
organization to its employees, as though such a certif-
icate had been filed. during any period (subject to sub-
paragraph (B) (i)) of not less than three consecutive
calendar quarters,

such organization shall be deemed (except as provided in
subparagraph (B) of this paragraph) for purposes of sub-
section (b) (8) (B) and section 210(a) (8) (B) of the Social
Security Act, to have filed a valid waiver certificate under
paragraph (1) of this subsection (or under the correspond-
ing provision of prior law) on the first day of the period de-
scribed in clause (ii) of this subparagraph effective (subject
to subparagraph (C)) oil the first day of the calendar quarter
in which such period began, and to have accompanied such
certificate with a list containing the signature. address. and
social security nuil ier (if any) of each employee with respect
to whom the taxes descrilbd in such subparagraph were paid
(and each such employee shall be deemed for such purposes to
have concurred in the filing of the certificate).

(B) Subparagraph (A) shall not apply with respect to any
organization if-

(i) the period referred to in clause (ii) of such sub-
paragraph (in the case of that organization) terminated
before the end of the earliest calendar quarter falling

SSubparagraph (A) was amended by sections 312(b) (2) and 312(f) of P.L. 95-216.
(The period following the word "subparagraph" Is a technical error in the law.)

IN
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wholly or partly within the time limitation (as defined in
section 205(c) (1) (B) of the Social Security Act) im-
mediately preceding the date of the enactment of this
paragraph, or

(ni) a refuad or credit of any part of the taxe.- which
were paid as described in clause (ii) of such subpara-
graph with resptect to remuneration for services per-
formed on or after the first day of the earliest calendar
quarter falling wholly or partly within the time limita-
tion (as defined in section 205(c) (1) (B) of the Social
Security Act) immediately preceding the first day of
the calendar quarter of enactment of this paragraph
(other than a refund or credit which would have been
allowed if a valid waiver certificate filed under para-
graph (1) had been in effect) has been obtained by the
organization or its employees prior to September 9.
1976, or 1

(iii) the organization, prior to the end of the period
referred to in clause (ii) of such subparagraph (and. in
the case of an organization organized on or before Octo-
ber 9, 1969, prior to October 19, 1976), had applied for a
ruling or determination letter acknowledging it to be ex-
empt from income tax under section 501(c) (3), and it
subsequently received such ruling or determination let-
ter and did not pay any taxes under sections 3101 and
3111 with respect to any employee with respect to any
quarter ending after the twelfth month following the
date of mailing of such ruling or determination letter and
did not pay any such taxes with respect to any quarter
beginning after the later of (1) December 31, 1975 or
(II) the date on which such ruling or determination
letter was issued.

(C) In the case of any organization which is deemed under
this paragraph to have filed a valid waiver certificate under
paragraph (1), if-

(i) the period with respect to which the taxes imposed
by sections 3101 and 3111 were paid by such organization
(as described in subparagraph (A) (ii) ) terminated prior
to October 1, 1976, or

(ii) the taxes imposed by sections 3101 and 3111 were
not paid during the period referred to in clause (i)
(whether such period has terminated or not) with respect
to remuneration paid by such organization to individuals

1 Clause (U) was amended by section 312(b) (4) of P.L. 95-21d.
'Clause (Ili) was added by section 312(g) of P.L. 95-216.
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who became its employees after the close of the calendar
quarter in which such period began,

taxes under sections 3101 and 3111-
(iii) in the case of an organization which meets the

requirements of this subparagraph by reason of clause
(i), with respect to remuneration paid by such organiza-
tion after the termination of the period referred to in
clause (i) and prior to July 1, 1977; or

(iv) in the case of an organization which meets the
requirements of this subparagraph by reason of clause
(ii), with respect to remuneration paid prior to July 1,
1977, to individuals who became its employees after the
close of the calendar quarter in which the period referred
to in clause (i) began,

which remain unpaid on the date of the enactment of this
subparagraph, or which were paid after October 19, 19796, but
prior to the date of the enactment of this subparagraph, shall
not be due or payable (or, if paid, shall be refunded) ; and
the certificate which such organization is deemed under this
paragraph to have filed shall not apply to any service with re-
spect to the remuneration for which the taxes imposed by sec-
tions 3101 and 3111 (which remain unpaid on the date of the
enactment of this subparagraph, or were paid after Octo-
ber 19, 1976, but prior to the date of the enactment of th-'s
subparagraph) are not due and payable (or are refunded)
by reason of the preceding provisions of this subparagraph.
In applying this subparagraph for purposes of title II of the
Social Security Act, the period during which reports of
wages subject to the taxes imposed by section 3101 and 3111
were made by any organization may be conclusively treated
as the period (described in subparagraph (A) (ii)) during
which the taxes imposed by such sections were paid by such
organization.1

(5) CONSTRUCTIVE FILING OF CERTIFICATE WHERE REFUND OR

CREDIT HAS BEEN MADE AND NEW CERTIFICATE IS NOT ILED.-In any
case where-

(A) an organization described in section 501 (c) (3) which
is exempt from income tax under section 501(a) would be
deemed under paragraph (4) of this subsection to have filed
a valid waiver certificate under paragraph (1) if it were not
excluded from such paragraph (4) (pursuant to subpara-
graph (B) (ii) thereof) because a refund or credit of all or a
part of the taxes described in paragraph (4) (A) (ii) was ob-
tained prior to September 9, 1976; and

W Subparagraph (C) was added by section 312(b) (1) of P. L 9W-216.
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(B) such organization has not, prior wo April 1, 1978,
filed a valid waiver certificate under paragraph (1) which is
effective for a period beginning on or before the first day
of the first calendar quarter with respect to which such re-
fund or credit was made (or, if later, with the first day of
the earliest calendar quarter for which such certificate may be
in effect wider paragraph (1) (B) (iii)) and which is ac-
eompanied by tie list described in paragraph (1) (A),

such organization shall be deemed, for purposes of subsection (b)
(8) (B) and section 210(a) (8) (B) of the Social Security Act, to
have filed a valid waiver certificate under paragraph (1) of this
subsection on April 1, 1978, effective for the period beginning on
the first day of the first calendar quarter with respect to which the
refund or credit referred to in subparagraph (A) of this para-
graph was made (or, if later, with the first day of the earliest
calendar quarter falling wholly or partly within the time limita-
tion (as defined in section 205(c) (1) (B) of the Social Security
Act) immediately preceding the date of the enactment of this
paragraph), and to have accompanied such certificate with a list
containing the signature, address, and social security number (if
any) of each employee described in subparagraph (a) of para-
graph (4) including any employee with respect to whom taxes
were refunded or credited as described in subparagraph (A) of
this paragraph (and each such employee shall be deemed for
such purposes to have concurred in the filing of the certificate).
A certificate which is deemed to have bwen filed by an organization
on April 1, 1978, shall supersede any certificate which may have
been actually filed by such organization prior to that day except
to the extent prescribed by the Secretary or his delegate."

(6) APPLICATION OF CERTAIN PROVISIONS TO CASES OF CONSTRUC-
TIl FILING.-AII of the provisions of this subsection (other than
subparagraphs (B), (F), and (H) of paragraph (1)), including
the provisions requiring payment of taxes under section 3101 and
0111 with respect to the services involved (except as provided in
paragraph (4) (C)), shall apply with respect to any certificate
which is deemed to have been filed by an organization on any day
under paragraph (4) or (5), in the same way they would apply
if the certificate had been actually filed on that day under para-
graph (1) ; except that-

(A) the provisions relating to the filing of supplemental
lists of concurring employees in the third sentence of para-
graph (1) (A), and in paragraph (1) (C), shall apply to the
extent prescribed by the Secretary or his delegate;

I Paragraph (5) was amended by section 312(a) (1) of P.L. 95-216.
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(B) the provisions of paragraph (1) (E) shall not apply
unless the taxes described in paragraph (4) (A) (ii) were paid
by the organization as though a separate certificate had been
filed with respect to one or both of the groups to which such
provisions relate; and

(C) the action of the organization in obtaining the refund
or credit described in paragraph (5) (A) shall not be con-
sidered a termination of such organization's coverage period
for purposes of paragraph (3). Any organization which is
deemed to have filed a waiver certificate under paragraph
(4) or (5) shall be considered for purposes of section 3102(b)
to have been required to deduct the taxes imposed by section
3101 with respect to the services involved.'

(7) BoTrii EMPLOYEE AND EMPLOYER TAXES PAYABLE BY ORGA-

NIZATION FOR RE1TROACTIVE PERIOD IN CASES OF CONSTRUCTIVE FILa

INGo.-Notwithstanding any other provision of this chapter, in any
case where an organization described in paragraph (5) (A) has
not filed a valid waiver certificate uider paragraph (1) prior
to April 1, 1978, this paragraph and is accordingly deemed under
paragraph (5) to have filed such a certificate on April 1. 1978,
the taxes due under section 3101. with respect to services constitut-
ing employment by reason of such certificate or any period prior
to that date (along with the taxes due under section 3111 with
respect to such services and the amount of any interest paid in
connection with the refund or credit described in paragraph (5)
(a)) shall be paid by such organization from its own funds and
without any deduction from the wages of the individuals who
performed such services; and those individuals shall have no
liability for the payment of such taxes.2

(8) EXTENDED PERIOD FOR PAYMENT OF TAXES FOR RETROACTIVE
covER.-AGE.-Notwithlstanding any other provision of this title, in
any case where-

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

(B) an organization described in paragraph (5) (A) files
a valid waiver certificate under paragraph (1) by March 31,
1978, as described in paragraph (5) (B), or (not having filed

'Paragraph (6) was amended by section 312(b) (3) of P.L. 95-216.
'Paragraph (7) was amended by section 312(a) (2) of P.L. 95-216.
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such a certificate by that date) is deemed under paragraph
(5) to have filed such a certificate on April 1, 1978, or

(C) an individual files a request under section 3 of Public
Law 94-563, or under section 312(c) of the Social Security
Amendments of 1977, to have service treated as constituting
remuneration for employment (as defined in section 3121(b)
and in section 210(a) of the Social Security Act),

the taxes due under sections 3101 and 3111 with respect to services
constituting employment by reason of such certificate for any
period prior to the first day of the calendar quarter in which the
date of such filing or constructive filing occurs, or with respect to
service cornatituting employment by reason of such request, may
be paid in installments over an appropriate period of time, as
determined under regulations prescribed by the Secretary, rather
than in a lump sum.1

(1) AGREEmENTS ENTERF.D INTO BY DOMESTIC CoPoRATIoNs Wrra
RESrEcT TO FoRimoIG SuwswDiREs.-

(1) AoREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOREIGN
suBiwAmEs.-The Secretary shall, at the request of any domestic
corporation, enter into an agreement (in such form and manner
as may be prescribed by the Secretary) with any such corpora-
tion which desires to have the insurance system established by
title II of the Social Security Act extended to service performed
outside the United States in the employ of any one or more
of its foreign subsidiaries (as defined in paragraph (8)) by
all employees who are citizens of the United States, except that
the agreement shall not be applicable to any service performed
by, or remuneration paid to, an employee if such service or re-
muneration would be excluded from the term "employment"

iParagraphs (4), (5), (6), (7), and (8) were added by section I(c) of Public Law
94-563 effective for services performed after 1950, to the extent covered by waiver certifl-
cates flied or deemed to have been filed under section 3121(k) (4) or (5). Paragraph (8)
was amended by section 312(d) of P.L. 95-216.
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or "wages", as defined in this section, had the service been per-
formed in the United States. Such agreement may be amended
at any time so as to be made applicable in the same manner
and under the same conditions, with respect to any other for-
eign subsidiary of such domestic corporation. Such agreement
shall be applicable with respect to citizens of the United
States who, on or after the effective date of the-agreement, are
employees of and perform services outside the United States for
any foreign subsidiary specified in the agreement. Such agree-
ment shall provide-

(A) that the domestic corporation shall pay to the Secre-
tary, at such time or times as the Secretary may by regu-
lations prescribe, amounts equivalent to the sum of the taxes
which would be imposed by sections 3101 and 3111 (includ-
ing amounts equivalent to the interest, additions to the
taxes, additional amounts, and penalties which would be
applicable) with respect to the remuneration which would
le wages if the services covered by the agreement consti-
tuted employment as defined in this section; and

(B) that the domestic corporation will comply with such
regulations relating to payments and reports as the Secretary
may prescribe to carry out the purposes of this subsection.

(2) EFFEcTIvE PERIOD OF AGREEMENT.-An agreement entered
into pursuant to paragraph (1) shall be in effect for the period
beginning with the first day of the calendar quarter in which such
agreement is entered into or the first day of the succeeding calen-
dar quarter, as may be specified in the agreement; except that in
case such agreement is amended to include the services performed
for any other subsidiary and such amendment is executed after
the first month following the first calendar quarter for which the
agreement is in effect, the agreement shall be in effect with respect
to service performed for such other subsidiary only after the
calendar quarter in which such amendment is executed.'

(3) TERMINATION OF PERUOD BY A DOMESTIC CORPORATI•ON.-The
period for which an agreement entered into pursuant to para-
graph (1) of this subsection is effective may be terminated with
respect to any .ne or more of its foreign subsidiaries by the domes-
tic corporation, effective at the end of a calendar quarter, upon
giving two year's advance notice in writing, but only if, at the
time of the receipt of such noticc, the agreement has been in effect
for a period of not less than eight years. The notice of termination
may be revoked by the domestic corporation by giving, prior to
the close of the calendar quarter specified in the notice of termina-

S 'Para Pawr (2) We amended b• ctloa 1903(a) (8) (F) at P.. 4-45.5
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tion, a written notice of such revocation. Notice of termination or
revocation thereof shall be filed in such form and manner as may
be prescribed by regulations. Notwithstanding any other provi-
sion of this subsection, the period for which any such agreement
is effective with respect to any foreign corporation shall terminate
at the end of any calendar quarter in which the foreign corpora-
tion, at any time in such quarter, ceases to be a foreign subsidiary
as defined in paragraph (8).

(4) TERMIN.ATION- OF PERIOD BY S1ACRETARY.-If the Secretary
find& that any domestic corporation which entered into an agree-
ment pursuant to this subsection has failed to comply substan-
tially with the terms of such agreement, the Secretary shall give
such domestic corporation not less than sixty days' advance no-
tice in writing that. the period covered by such agreement will
terminate at the end of the calendar quarter specified in such
notice. Such notice of termination may be revoked by the Secre-
tary by giving, prior to the close of the calendar quarter speci-
fied in the notice of termination, written notice of such revoca-
tion to the domestic corporation. No notice of termination or
of revocation thereof shall be given under this paragraph to
a domestic corporation without the prior concurrence of the
Secretary of Health, Education, and Welfare.

(5) No RENEWAL OF AGREEMENT.-If any agreement entered
into pursuant to paragraph (1) of this subsection is terminated
in its entirety (A) by a notice of termination filed by the domestic
corporation pursuant to paragraph (3), or (B) by a notice of
termination given by the Secretary pturstuant to paragraph (4),
the domestic corporation may not again enter into an agreement
pursuant to paragraph (1). If any such agreement is terminated
with respect to any foreign subsidiary, su(ch agreement may not
thereafter be amended so as again to make it applicable with
respect to such subsidiary.

(6) DEPOSITS IN TRUST FYTNDs.-For purposes of section 201 of
the Social Security Act, relating to appropriations to the Federal
Old-Age and Survivors Insurance Trust Fund and the Federal
Disability Insurance Trust Fund, such remuneration-

(A) paid for services covered by an agreement entered
into pursuant to paragraph (1) as would be wages if the
services constituted employment, and

(B) as is reported to the Secretary pursuant to the pro-
visions of such agreement or of the regulations issued under
this subsection,

shall be considered wages subject to the taxes imposed by this
chapter.
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(7) OVERPAYMENTS AND UNDERPAYMENTS-

(A) If more or less than the correct amount due under an
agreement entered into pursuant to this subsection is paid
with respect to any payment of remuneration, proper adjust-
ments with respect to the :ouojits due under such agreement
shall be made. without interest, in such manner and at such
times as may be required by regulations prescribed by the
Secretary.

(B) If an overpayment cannot be adjusted under sub-
paragraph (A), the amount thereof shall be paid by the Sec-
retary, through the Fiscal Service of the Treasury Depart-
ment. but only if a claim for such overpayment is filed with
the Secretary within two years from the time such overpay-
ment was made.

(8) DEFINrrloFi OF FORIGNO SUBSIDIARY.-For purposes of this
subsection and section 210(a) of the Social Security Act, a for-
eign subsidiary of a domestic corporation is-

(A) a foreign corporation not less than 20 percent of the
voting stock of which is owned by such domestic corporation;
or

(B) a foreign corporation more than 50 percent of the
voting stock of which is owned by the foreign corporation
described in subparagraph (A).

(9) DO'HESTIC CORPA.TION AS SEPARATE ENTITY.- Each domes-
tic corporation which enters into an agreement puIsualnt to para-
graph (1) of this subsection shall, for purposes of this subiection
and section 6413(c) (2) (C), relating to special refunds in the
case of employees of certain foreign corporations, be considered
an employer in its capacity as a party to such agreement separate
and distinct from its identity as a person employing individuals
on its own account.

(10) REGUIATIONs.-Regulations of the Secretary to carry out
the purposes of this subsection shall be designed to make the re-
quirements imposed on domestic corl)orations with respect to serv-
ices covered by an agreement entered into pursuant to this
subsection the same, so far as practicable, as those imposed upon
employer.- pursuant to this title with respect to the taxes imposed
by this chapter.

(m) Sr.RvicE UN THE UN-ontr31 SEuvwcEs.-For purposes of this
chapter-

(1) INCLUSION OF snvIcL..-The term "employment" shall, not-
withstanding the provisions of subsection (b) of this section, in-
clude service performed by an individual as a member of a uni-
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formed service on active duty; but such term shall not include any
such service which is performed while on leave without pay.1

(2) AcTr2 Du'rY.-The term "active duty" means "active duty"
as described in section 102 of the Servicemen's and Veterans' Sur-
vivor Benefits Act, except that it shall also include "active duty
for trairing" as described in such section.

(3) INACTIVE DUTY TRAi.I.o.-The term "inactive duty train-
ing" means "inactive duty training" as described in such section
102.

(n) MEMBER OF A UNIFORMED SERvIcE.-For purposes of this chap-
ter, the term "member of a uniformed service" means any person
appointed, enlisted, or inducted in a component of the Army, Navy,
Air Force, Marin6 Corps, or Coast Guard (including a reserve com-
ponent of a uniformed service as defined in section 102(3) of the
Servicemen's and Veterans' Survivor Benefits Act), or in one of those
services without specification of component, or as a commissioned
officer of the Coast and Geodetic Survey or the Regular or Reserve
Corps of the Public Health Service, and any person serving in the
Army or Air Force under call or conscription. The term includes-

(1) a retired member of any of those services;
(2) a member of the Fleet Reserve or Fleet Marine Corps

Reserve;
(3) a cadet at the United States Military Academy, a mid-

shipman at the United States Naval Academy, and a cadet at
the United States Coast Guard Academy or United States Air
Force Academy;

(4) a member of the Reserve Officers' Training Corps, the
Naval Reserve Officers' Training Corps, or the Air Force Reserve
Officers' Training Corps, when ordered to annual training duty
for fourteen days or more, and while performing authorized
travel to and from that duty; and

(5) any person while en route to or from, or at, a place for
final acceptance or for entry upon active duty in the military or
naval service-

(A) who has been provisionally accepted for such duty;
or

(B) who, under the Universal Military Training and
Service Act, has been selected for active military or naval
service;

and has been ordered or directed to proceed to such place.
The term does not include a temporary member of the Coast Guard
Reserve.

I Paragraph (1) was amended by section 1903(a)(3)(G) of Public Law 94-453.
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(o) CRuw LEADER.-For purposes of this chapter, the term "crew
leader" means an individual who furnishes individuals to perform
agricultural labor for another person, if such individual pays (either
on his own behalf or on behalf of such person) the individuals so fur-
nished by him for the agricultural labor perfonned by them and if
such individual has not entered into a written agreement with such
person whereby such individual has been designated as an employee
of such person; and such individuals furnished by the crew leader
to perform agricultural labor for another person shall be deemed to
be the employees of such crew leader. For purposes of this chapter
and chapter 2, a crew leader shall, with respect to service performed
in furnishing individuals to perform agricultural labor for another
person and service performed as a member of the crew, be deemed
not to be an employee of such other person.

(p) PEACE CORPS VoLU.NTEER SERvicE.-For purposes of this chap-
ter, the term "employment" shall, notwithstanding the provisions of
subsection (b) of this section, include service performed by an indi-
vidual as a volunteer or volunteer leader within the meaning of the
Peace Corps Act.

(q) TIPs INCLUDED FOR Expio4 z TAxUs.-For purposes of this
chapter other than for purposes of the taxes imposed by section 3111,
tips received by an employee in the course of his employment shall be
considered remuneration for employment. Such remuneration shall
be deemed to be paid at the time a written statement including such
tips is furnished to the employer pursuant to section 6053(a) or (if
no statement including such tips is so furnished) at the time received.

(r) ELEcTrox OF COVEAUGE BY RELIGIOUS ORDERS.-
(1) CErrTIICATE OF ELECTION BY omR.R.-A religious order

whose members are required to take a vow of poverty, or any
autonomous subdivision of such order, may file a certificate (in
such form and manner, and with such official, as may be prescribed
by regulations under this chapter) electing to have the insurance
system established by title II of the Social Security Act extended
to services performed by its members in the exercise of duties
required by such order or such subdivision thereof. Such certifi-
cate of election shall provide that-

(A) such election of coverage by such order or subdivision
shall be irrevocable;

(B) such election shall apply to all current and future
members of such order, or in the case of a subdivision thereof
to all current and future members of such order who belong
to such subdivision;

(C) all services performed by a member of such an order
or subdivision in the exercise of duties required by such order
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or subdivision shall be deemed to have been performed by
such member as an employee of such order or subdivision;
and

(D) the wages of each member, upon which such order or
subdivision shall pay the taxes imposed by sectionE 3101 and
3111, will be detc.inined as provided in subsection (i) (4).

(2) Dxinorro.N OF MEMBEJL-For purposes of this subsection,
a member of a religious order means any individual who is sub-
ject to a vow of poverty as a member of such order and who per-
forms tasks usually required (and to the extent usually required)
of an active member of such order and who is Pot cosidered
retired because of old age or total disability.

(3) EFFECTIVE DATE FOR ELECTIoN.-(A) A certificate of elec-
tion of coverage shall be in effect, for purposes of subsection (b)
(8) (A) and for purposes of section 210(a) (S) (A) of the S.ocial
Security Act, for the period beginning with whichever of the
following may be designated by the order or subdivision thereof:

(i) the first day of the calendar quarter in which the cer-
tificate is filed,

(ii) the first day of the calendar quarter succeeding such
quarter, or

(uii) the first day of any calendar quarter preceding the
calendar quarter in which the certificate is filed, except that
such date may not be earlier than the first day of the twentieth
calendar quarter preceding the quarter in which such certifi-
cate is filed.

Whenever a date is designated under clause (iii), the election
shall apply to services performed before the quarter in which the
certificate is filed only if the member performing such services
was a member at the time such services were performed and is
living on the first day of the quarter in which such certificate is
filed.

(B) If a certificate of election filed pursuant to this subsection
is effective for one or more calendar quarters prior to the quarter
in which such certificate is filed, then-

(i) for purposes of computing interest and for purposes
of section 6651 (relating to addition to tax for failure to file
tax return), the due date for the return and payment of the
tax for such prior calendar quarters resulting from the filing
of such certificate shall be the last day of the calendar month
following the calendar quarter in which the certificate is filed;
and

(ii) the statutory period for the assessment of such tax
shall not expire before the expiration of 3 years from such
due date.
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(4) COORDINATION wrrI COVERAGE OF LAY EmPLoYEEs.-Notwith-
* standing the preceding provisions of this subsection, no certificate

of election shall become effective with respect to an order or sub-
division thereof, unless-

(A) if at the time the certificate of election is filed a cer-
tificate of waiver of exemption under subsection (k) is in
effect with respect to such order or subdivision, such order
subdivision amends such certificate of waiver of exemption
(in such form and manner as may be prescribed by regula-
tions made under this chapter) to provide that it may not be
revoked, or

(B) if at the time the certificate of election is filed a cer-
tificate of waiver of exemption under such subsection is not in
effect with respect to such order or subdivision, such order or
subdivision files such certificate of waiver of exemption
under the provisions of such subsection except that such
certificate of waiver of exemption cannot become effective at
a later date than the certificate of election and such certificate
of waiver of exemption must specify that such certificate of
waiver of exemption may not be revoked. The certificate of
waiver of exemption required under this subparagraph shall
be filed notwithstanding the provisions of subsection (k) (3).

* (s) CONCURRENT EMPLOYMENT By Two OR MoRz EMPLOyERS.-For
purposes of sections 310-2, 3111, and 3121 (a) (1), if two or more related
corporations concurrently employ the same individual and compen-
sate such individual through a common paymaster which is one of such
corporations, each such corporation shall be considered to have paid
as remuneration to such individual only the amounts actually dis-
bursed by it to such individual and shall not be considered to have
paid as remuneration to such individual amounts actually disbursed
to such individual by another of such corporations.'

(t) SPECIAL RrULE FOR DETERMININo WAGES SUBJECT To ExnPLoYaE
TAX IN CASE OF CERTAIN EMPLOYERS WHiosE EMPLOYEES RECEIVE
INC0ME FRoM Tws.-If the wages paid by an employer with respect to
the employment during any month of an individual who (for services
performed In connection with such employment) receives tips which
constitute wages, and to which section 3102(a) applies, are less than
the total amount which would be payable (with respect to such
employment) at the minimum wage rate applicable to such individual
under section 6(a) (1) of the Fair Labor Standards Act of 1938
(determined without regard to section 3(m) of such Act), the wages so
paid shall be deemed for purposes of section 3111 to be equal to such
total amount.'

I Subsection (a) was added by sea. 314(a) of P L. 95-216 effective with respect towag". paidafter December 31. 1978.
'S ubsetion (t) was added by see- 315(a) of P.L, 95-216.
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SEC. 3122. FEDERAL SERVICE.
* In the case of the taxes imposed by this chapter with respect to

service performed in the employ of the United States or in the employ
of any instrumentality which is wholly owned by the United States,
including service, performed as a member ef a uniformlel serviceM
to which the provisions of section 3121(m) (1) are applicable, and
including service, performed as a volunteer or volunteer leader with-
in the meaning of the Peace Corps Act, to which the provisions of
section 3121(p) are applicable, the determination whether an indi-
vidual has performed service which constitutes employment as de-
fined in section 3121 (b), the determination of the amount of remunera-
tion for such service which constitutes wages as defined in section
3121(a), and the return and payment of the taxes imposed by this
chapter, shall be made by the head of the Federal agency or instru-
mentality having the control of such service, or by such agents as
such head may designate. The person making such return may, for
convenience of administration, make payments of the tax imposed
under section 3111 with respect to such service without regard to the
contribution and benefit base limitation in section 3121 (a) (1), and he
shall not be required to obtain a refund of the tax paid under section
3111 on that part of the remuneration not included in wages by reason

Sof section 3121(a) (1). Payments of the tax imposed under section 3111
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with respect to service, performed by an individual as a member of a
uniformed service, to which the provisions of section 3121 (in) (1) are
applicable, shall be inade fromn appropriations available for the pay
of members of such uniformed service. The provisions of this section
shall be applicable in the case of service performed by a civilian em-
ployee, not compenssated from funds appropriated by the Congress, in
the Army and Air Force Exchange Service, Army and Air Force
Motion Picture Service, Navy Exchanges, Marine Corps Exchanges,
or other activities, conducted by an instrumentality of the United
States subject to the jurisdiction of the Secretary of Defense, at instal-
lations of the Department of Defense for the comfort, pleasure, con-
tentment, and mental and physical improvement of personnel of such
Department; and for purposes of this section the Secretary of De-
fense shall be deemed to be the head of such instrumentality. The
provisions of this section shall be applicable also in the case of service
performed by a civilian employee, not compensated from funds ap-
propriated by the Congress, in the Coast Guard Exchanges or other
activities, conducted by an instrumentality of the United States sub-
ject to the jurisdiction of the Secretary of Transportation, at installa-
tions of the Coast Guard for the comfort, pleasure, contentment, and
mental and physical improvement of personnel of the Coast Guard;
and for purposes of this section the Secretary of Transportation shall
be deemed to be the head of such instrunmentality.?

SEC. 3123. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.
Whenever under this chapter or any act of Congress, or under the

law of any State, an employer is required or permitted to deduct any
amount from the remuneration of any employee and to pay the amount
deducted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall be considered to have been paid to the employee at the time of
such deduction.

SEC. 3124. ESTIMATE OF REVENUE REDUCTION.
The Secretary at intervals of not longer than 3 years shall estimate

the reduction in the amount of taxes collected under this chapter by
reason of the operation of section 3121 (b) (9) and shall include such
estimate in his annual report.

SEC. 3125. RETURNS IN THE CASE OF GOVERNMENTAL
EMPLOYEES IN GUAM, AMERICAN SAMOA,
AND THE DISTRICT OF COLUMBIA.

(a) GuAM.-The return and payment of the taxes imposed by this
chapter on the income of individuals who are officers or employees of

1 Section 3122 was amended by section 1903(a) (4) of Public Law 94-455.
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the Government of Guam or any political subdivision thereof or of
* any instrumentality of any one or more of the foregoing which is

wholly owned thereby, and those imposed on such Government or
political subdivision or instrumentality with respect to having such
individuals in its employ, may be made by the Governor of Guam or
by such agents as lie may designate. The person making such return
may, for convenience of administration, make payments of the tax
imposed under section 3111 with respect to the service of such individ-
uals without regard to the contribution and benefit base limitation in
section 3121 (a) (1).

(b) AmERICAN SAMoA.-The return and payment of the taxes
imposed by this chapter on the income of individuals who are officers
or employees of the Government of American Samoa or any political
subdivision thereof or of any instrumentality of any one or more of
the foregoing which is wholly owned thereby, and those imposed on
such Government or political subdivision or instrumentality with
respect to having such individuals in its employ, may be made by the
Governor of American Samoa or by such agents as he may designate.
The person making such return may, for convenience of administra-
tion, make payments of the tax imposed under section 3111 with
respect to the service of such individuals without regard to the
contribution and benefit base limitation in section 3121 (a) (1).

* (c) DISTRICr OF COLUMjau.-In the case of the taxes imposed by
this chapter with respect to service performed in the employ of the
District of Columbia or in the employ of any instrumentality which
is wholly owned thereby, the return and payment of the taxes may be
made by the Mayor of the District of Columbia or such agents as he
may designate. The person making such return may, for convenience
of administration, make payments of the tax imposed by section 3111
with respect to such service without regard to the contribution and
benefit base limitation in section 3121 (a) (1).1

SEC. 3126. SHORT TITLE.
This chapter may be cited as the "Federal Insurance Contributions

Act."

CHAPTER 22-RAILROAD RETIREMENT TAX ACT

Subchapter A. Tax on employees.
Subchapter B. Tax on employee representatives.
Subchapter C. Tax on employers.
Subchapter D. General provisions.

SUBCHAPTER A-TAX ON EMPLOYEES

See. 3201. Rate of tax.. See. 3202. Deduction of tax from compensation.

1 Section 3125 was amended by section 1903(a) (5) of P.L. 94-455.
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SEC. 3201. RATE OF TAX.
In addition to other taxes, there is hereby imposed on the income of

every employee a tax equal to the rate of the tax imposed with respect
to wages by section 3101(a) plus the rate imposed by .section 3101(b)
of so much of thie compensation paid in any calendar month to such
employee for services rendered by him as is not in excess of an ailount
equal to one-twelfth of the current maximum annual taxable 'wages"
as defined in sect ion 3121 for any month.'

SEC. 3202. DEDUCTION OF TAX FROM COMPENSATION.
(a) R&QuIPMENT.--The tax imposed by section 3201 shall be col-

lected by the eiiplover of the taxpayer by dedlucti jg thie aniount of the
tax from the coinipeiasation of tlie e'mnioyee as ad wlien paid. If an
employee is paid compensation after September 30, 1973 by more than
one employer for services renteled during any calendar month and
the aggregate of ..ucl cocnpei-sation is in excess of an aniount equal
to one-twelfth of thte current maxiunw annual taxable "wages" as
defined in -ection 3121 for any month, the tax to be deducted by each
employer other than a subordinate unit of a national railway-labor-
organization employer from the Coniljnsation paid by him to the
employee with respect to sutch nionth shall be that proportion of the
tax with respect to such compensation paid by all ,,uch eniJlo~yers
which the compensation paid by himn to the employee foe" services
rendered during such month beais to the total conpen-ation paid by
all such employers to such employee for .,rvices rendered during
such month; and in the event that the compensation so paid by such
employers to the employee for services rendered during such month
is less than an ainoitut equal to one-twelfth of the current maximum
annual taxable wages" as defined in section 3121 for any monthi. each
subordinate unit of a national rail wav-labor-organization employer
shall deduct such proportion of any additional tax as the compensation
paid by such employer to such employee for services rendered during
such month bears to the total compensation paid by all such employers
to such enmploj)ee for services rendered during such month. An em-
ployer who is furnished by an employee a written statement of tips
(received in a calendar month) pursuant to section 6053(a) to Which
paragraph (3) of section 3231 (e) is applicable may deduct an amount.
equivalent to such tax with respect to such tips from any compensation
of the employee (exclusive of tips) under his control, even though at
the time such statement is furnished the total amount of the tips
included in statements furnished to the emiployer as having leden
received by the employee in such calendar month in the course of his
employment by such employer is less than $20.1

L Section 3201 was amended by P.L. 94-93 and by section 1903(ai 16) of P.L. 94-4:Z.
2Subswctions (a) and (b) were amended by section 19031a)lt) of PIL. D4-455.
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(b) IEXDEUNIFICATIO.N OF EtrtOYEoi.-Every employer required
* under .ubsection (a) to deduct tile tax sllali be liable for the pay-

ment of such tax and shall not be liable to any person for the amount of
any such payment.,

(c) SrECI.I, RULE FOR TiPs.-
(1) In the case of tips which constitute compensation, subsec-

tion (a) shall be applicable only to such tips as are included in a
written statement furnished to the employer pursuant to section
6053(a), and only to the extent that collection can be made býy the
employer, at or after the time such statement is so furnished and
before the close of the 10th day following the calendar month (or,
if paragraph (3) applies, the 30th (lay following the quarter) in
which the tips were deenied paid, by deducting the amount of the
tax from sclh compensation of the employee (excluding tips, but
including funds turned over by the employee to the employer pur-
suant. to paragraph (2) ) as are under control of the employer.

(2) If the tax imposed by section 3201, with resiject to tips
which are included in written statements furnished in any month
to the employer pursuant to section 6053(a), exceeds the compen-
sat'on of the employee (excluding tips) from which the employer
is required to collect the tax under paragraph (1), the employee
may furnish to the employer on or before the 10th (lay of the fol-
lowing month (or, if paragraph (3) applies, on or before the 30th
day of the following quarter) an amount of money equal to the
amount of the excess.

(3) The Secretary may, uwder r(egulations prescribe-d by him,
authorize employers--

(A) to estimate the amount of tips that will be reported by
the employee pursuant to section 6053(a) in any quarter of
the calendar year,

(B) to determine the amount to be deducted upon each
payment of compensation (exclusive of tips) during such
quarter as if the tips so estimated constituted actual tips so
reported, and

(C) to deduct upon any payment of compensation (other
than tips, but including funds turned over by the employee
to the employer pursuant to paragraph (2)) to such employee
during such quarter (and within 30 days thereafter) such
amount as may be necessary to adjust the amount actually
deducted upon such compensation of the employee during the
quarter to the amount required to be deducted in respect of
tips included in written statements furnished to the employer
during the quarter.

(4) If the tax imposed by section 3201 with respect to tips which
constitute compensation exceeds the portion of such tax which can

S Subsections (a) and tb) were amended by section 1903(a) (7) of P.L 94-455.
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be collected by the einployer front the coinmpenNition of the ein-
ployeo pursuant to paragraph (1) or paragraiph (3), such excess
shall be paid by the employee.

SUBCHAIATER B-TAX ON EMPLOYEE REPRESENTATIVES

See. 3211. Rate of tax.
See. 3212. Determination of compe",aLion.

SEC. 3211. RATE OF TAX.
(a) In addition to other taxes, there is hereby imposed on the

income of each employee representative a tax equal to 9.5 percent plus
tile sum of the rates of tax imposed with respect to wages by sections
3101(a), 3101(b), 3111(a), and 3111(b) of so much of the eomlipensa-

tion paid in any calendar inowth to .such employee rel)re-entative for
services rendered l) y him as is not in exce.ss of an amimnuut equal to

one-twelfth of the current imiaxiimtun annual taxable "wages" as
defined in section 3121 for any month.1

(b) In addition to other taxes, there is hereby imposed on the
income of each employee representative a tax at a rate equal to the
rate of excise tax imposed on every employer, provided for in section
3221 (c), for each man-hour for which compensation is paid to him
for services rendered as an employee representative.

SEC. 3212. DETERMINATION OF COMPENSATION.

The compensation of an employee representative for the purpose of V
ascertaining the tax thereon shall be determined in the same manner
and with the saine effect as if the employee organization by which
such employee representative is employed were an employer as defined
in section 3231 (a).

SUBCHAPTER C-TAX ON EMPLOYERS

Sec. 3221. Rate of tax.

SEC. 3221. RATE OF TAX.
(a) In addition to other taxes, there is hereby imposed on every em-

ployer an excise tax, with respect to having individuals in his employ,
equal to 9.5 percent of so much of the compensation paid in any calen-
dar mojith by such employer for services rendered to him as is. with
respect to any eniplhyee for any calendar month. not in excess of an
amount equal to one-twelfth of the curreiit maximum annual taxable
"wages" as defined in section 3121 for aiy month, except that if an
employee is paid compensation by more than one employer for services
rendered during any calendar month, the tax imnpoAed by this s&'ction
shall apply to not more than an anmomnt equal to one-twelfth of the

I Section 3211(a) was amended by Public Law 94-93 and by section 1903(a)(8) of
Public Law 94-411.
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current maximum annual taxable "wages" as defined in Eection 3121
* for any month of the aggregate compensation paid to such employee

by all such employers for services rendered during such month, and
each employer other than a subordinate unit of a national railway-
labor-organization employer shall be liable for that proportion of the
tax with respect to such compensation paid by all such einployeis
which the compensation paid by him to the employee for services ren-
dered during such months bears to the total compensation paid by all
such employers to such employee for services rendered during such
month; and in the event that the compensation so paid by such em-
ployers to the employee for services rendered during such month is
less than an amount equal to one-twelfth of the current maximum
annual taxable "wages" as defined in section 3121 for any month each
subordinate unit of a national railway-labor-organization employer
shall be liable for such proportion of any additional tax as the com-
pensation paid by such employer to such employee for services ren-
dered during such month bears to the total compensation paid by all
such employers to such employee for services rendered during such
month. Where compensation for services rendered in a month is paid
an employee by two or more employers, one of the employers who has
knowledge of such joint employment may, by proper notice to the
Secretary, and by agreement with such other employer or employers
as to settlement of their respective liabilities under this section and
section 3202, elect for the tax imposed by section 3201 and this section
to apply to all of the compensation paid by such employer for such
month as does not exceed the maximum amount of compensation in
respect to which taxes are imposed by such section 3201 and this sec-
tion; and in such a case the liability of such other employer or em-
ployers under this section and section 320"2 shall be limited to the dif-
ference, if any, between the compensation paid in any calendar month
by the electing employer and the maximum amount of compensation
to which section 3201 and this section apply."

(b) The rate of tax imposed by subsection (a) shall be increased
by the rate of tax imposed with respect to wages by section 3111 (a)
plus the rate imposed by section 3111 (b).2

(c) In addition to other taxes, there is hereby imposed on every
employer an excise tax, with respect to having individuals in his
employ, for each man-hour for which compensation is paid by such
employer for services rendered to him (luring any calendar quarter, at
such rate as will make available sufficient funds to meet the obligation
to pay supplemental annuities at the level provided under section
8(j) of the Railroad Retirement Act of 1937 as in effect on Decem-. s Subsection (a) was amendt" by Public Law 94-93 and by mections 1903(a) () (A)
and 1906(b)(13)(0) of P.L. 94- i t

2 Subsetion Mb wasameudeu Y section 1903 (a) (9) (B) of P.L. 9"665.

21-746 0 - 78 - 47
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ber 31, 1974 and administrative expenses in connection therewith. For
the purpose of this subsection, the Railroad Retirement Board is
directed to determine what rate is required for each calendar quarter.
The Railroad Retireinent Board shall make the determinations pro-
vided for not later than fifteen days before each calendar quarter. As
soon as practieable after each determination of the rate, as provided
in this subsvction, the Railroad Retirement Board :;hall publish a no-
tice in the Federal Register. and shall advise all eimployers. employee
representatives, and the Secretary, of the rate SO determiicd. With
respect to daily. weekly, or monthly rates of compen-ation .uch
tax shall apply to the number of hours comprehended in the rate to-
gether with the number of overtime hours for which compensation in
addition to the daily, weekly, or nionthly rate is paid. With respect to
compensation paid on a mileage or piecework basis such tax shall
apply to the number of hours constituting the hourly equivalent of the
compensation paid.

Each employer of employees whose supplemental annuities are
reduced pursuant to section 3(j) (2) of the Rtailroad Retirement Act
of 1937 or section 2(h) (2) of the Railroad Retirement Act of 1974
shall be allowed as a credit against the tax imposed by this subsection
an amount equivalent in each month to the aggregate amount of
reductions in supplemental annuities accruing in such month to em-
ployees of such employer. If the credit so allowed to such an employer
for any month exceeds the tax liability of such employer accruing
under this subsection in such month, the excess may be carried forward
for credit against such taxes accruing in subsequent months but the
total credit allowed by this paragraph to an employer shall not exceed
the total of the taxes on such employer imposed by this subsection.
At the end of each calendar quarter the Railroad Retirement Board
shall certify to the Secretary with respect to each such employer the
amount of credit accruing to such employer under this paragraph dur-
big such quarter and slall notify such employer as to the amount so
certified.,

(d) Notwithstanding the provisions of subsection (e) of this sec-
tion, the lax imposed by such subsection (c) shall not apply to an
employer with respect to employees who are covered by a supple-
mental pension plan which is established pursuant to an agreement
reached through collective bargaining between the employer and em-
ployees. There is hereby imposed on every such employer and excise
tax equal to the amount of the supplemental annuity paid to each such
employee uider section 2(b) of the Railroad Retirement Act of 1974,
plus a percentage thereof determined by the Railroad Retirement

IBubseetlom (c) was amended by sections 1903(a) (9) (C) and 1906(b) (13) (0) of
P.L. 94-455.
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Board to be sufficient to cover the administrative costs attributable to
* such payments under section 2(b) of such Act.

SUBCHAPTER D-GENERAL PROVISIONS

Sem. 3281. Definitiona.
Sem. 8232= Court Jurisdiction.
See. 3233. Short title.

SEC. 3231. DEFINITIONS.'
(a) Epyw-r--For purposes of this chapter, the term "employer"

means any carrier (as defined in subsection (g)), and any company
which is directly or indirectly owned or controlled by one or more suCe:
carriers or under common control therewith, and which operates any
equipment or facility or perforins any service (except trucking service
casual service, and the casual operation of equipment or facilities) in
connection with the transportation of passengers or property by rail-
road, or the receipt, delivery, elevation, transfer in transit, refrigera-
tion or icing, storage, or handling of property transported by railroad,
and any receiver, trustee, or other individual or body, judicial or
otherwise, when in the possession of the property or operating all or
any part of the business of any such employer; except that the term
"employer" shall not include any street, interurban, or suburban elec-
tric railway, unless such railway is operating as part of a general
steam-railroad system of transportation, but shall not exclude any
part of the general steam-railroad system of transportation now or
hereafter operated by any other motive power. The Interstate Com-
merce Conanission is hereby authorized and directed upon request
of the Secretary, or upon complaint of any party interested, to deter-
mine after hearing whether any line operated by electric power
falls within the ternis of this exception. The term "employer"
shall also include railroad associations, traffic associations, tariff
bureaus, demurrage bureaus, weighing and inspection bureaus, col-
lection agencies and other associations, bureaus, agencies, or organi-
zations controlled and maintained wholly or principally by two or
more employers as hereinbefore defined and engaged in the perform-
ance of services in connection with or incidental to railroad trans-
portation; and railway labor organizations, national in scope, which
have been or may be organized in accordance with the provisions of
the Railway Labor Act, as amended (45 U.S.C., chapter 8), and
their State and National legislative committees and their general
committees and their insurance departments and their local lodges
and divisions, established pursuant to the constitutions and bylaws
of such organizations. The term "employer" shall not include
any company by reason of its being engaged in the mining of coal,

I Section 3231 was amended by section 1903(a) (10) of P.L. 94-455.
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the supplying of coal to an employer where delivery is not beyond the
mine tipple, and the operation of equipment or facilities therefor, or
in any of such activities.

(b) E3PI.IAY:.-For purposes of this chapter, the term "employee"
means any individual in the service of onie or more employers for com-
pensation; except that the term "employee" shall include an employee
of a local lodge or division defined as an employer in sub.-ection (a)
only if he was in the service of or in the employment relation to a
carrier on or after August 29, 1935. An individual shall be deemed
to have been in the employment relation to a carrier on August 29,
1985 if-

(1) he was on that (late on leave of absence from his employ-
ment, expressly granted to him by the carrier by whom he was
employed, or by a duly authorized representative of such carrier,
and the grant of such leave of absence was established to the satis-
faction of the Railroad Retirement Board before July 1917: or

(2) he was in the service of a carrier after August 29, 1935, and
before January 1946 in each of 6 calendar months, whether or not
consecutive; or

(3) before August 29, 1935, he did not retire and was not re-
tired or discharged from the service of the last carrier by whom
he was employed or its corporate or operatiiig successor, but-

(A) solely by reason of his physical or mental disability
he ceased before August 29, 1935, to be in the service of such
carrier and thereafter remained continuously disabled until
he attained age 65 or until August 1945, or

(B) solely for such last stated reason a carrier by whom
he was employed before August 29, 1935, or a carrier who is
its successor did not on or after August 129, 1935, and before
August 1945 call him to return to service, or

(C) if he was so called he was solely for such reason un-
able to render service in 6 calendar months as provided in
paragraph (2) ; or

(4) he was on August 29, 1935, absent from the service of a
carrier by reason of a discharge which, within 1 year after the
effective date thereof, was protested, to an appropriate labor rep-
resentative or to the carrier, as wrongful. and which was fol-
lowed within 10 years of the effective date thereof by his rein-
statement in good faith to his former service with all his seniority
rights;

except that an individual shall not be deemed to have been on August
29, 1935, in the employment relation to a carrier if before that date
he was granted a pension or gratuity on the basis of which a pension
was awarded to him pursuant to section 6 of the Railroad Re-
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tirement Act of 1937 (45 U.S.C. 228f), or if during the last pay-
* roll period before August 29, 1935, in which he rendered a service to a

carrier he was not in the service of an employer, in accordance with
subsection (d), with respect to any service in such payroll period, or
if he could have been in the employment relation to an employer only
by reason of his having been, either before or after August 29, 1935,
in the service of a local lodge or division defined as an employer
in subsection (a). The term "employee" includes an officer of an em-
ployer. The term "employee" shall not include any individual while
such individual is engaged in the physical operations consisting of
the mining of coal, the preparation of coal, the handling (other than
movement by rail with standard railroad locomotives) of coal not
beyond the mine tipple, or the loading of coal at the tipple.

(c) EmeiLOYzT REPRESENTATIVF..-For purposes of this chapter, the
term "employee representative" means any officer or official repre-
sentative of a railway labor organization other than a labor orga-
nization included in the term "employer" as defined in subsection (a),
who before or after June 29, 1937, was in the service of an employer
as defined in subsection (a) and who is duly authorized and designated
to represent employees in accordance with the Railway Labor Act
(45 U.S.C., chapter 8), as amended, and any individual who is regu-
larly assigned to or regularly employed by such officer or official
representative in connection with the duties of his office.

(d) SERVICE.-For purposes of this chapter, an individual is ir. the
service of an employer whether his service is rendered within or with-
out the United States, if-

(1) he is subject to the continuing authority of the employer to
supervise and direct the manner of rendition of his service, or he is
rendering professional or technical services and is integrated into
the staff of the employer, or lie is rendering, on the property used
in the eiaployer's operations, other personal services the rendition
of which is integrated into the employer's operations, and

(2) he renders such service for compensation;
except that an individual shall be deemed to be in the service of an
employer, other than a local lodge or division or a general committee
of a railway-labor-organization employer, not conducting the princi-
pal part of its business.in the United States, only when he is rendering
service to it in the United States; and an individual shall be deemed
to be in the service of such a local lodge or division only if-

(3) all, or substantially all, the individuals constituting its
membership are employees of an employer conducting the prin-
cipal part of its business in the United States; or

(4) the headquarters of such local lodge or division is located
* in the United States;
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and an individual shall be deemed to be in the service of such a general
committee only if-

(5) he is representing a local lodge or division described in
paragraph (3) or (4) immediately above; or

(6) aMl, or substantially all, the individuals represented by it
are employees of aii employer conducting the principal part of its
business in the United States; or

(7) he acts in the capacity of a general chairman or an assistant
general chairman of a general committee which represents in-
dividuals rendering service in the United States to an employer,
but in such case if his office or headquarters is not located in the
United States and the individuals represented by such general
committee are employees of an employer not conducting the prin-
cipal part of its business in the United States, only such propor-
tion of the reniin( ration for such service shall be regarded as
compensation as the proportion which the mileage in the United
States under the jurisdiction of such general committee bears to
the total mileage under its jurisdiction, unless such mileage for-
mula is inapplicable, in which case such other formula as the Rail-
road Retirement Board may have prescribed pursuant to section
1(c) of the Railroad Retirement Act of 1937 (45 U.S.C. 228a)
shall be applicable, and if the application of such mileage for-
mula, or huch other formula as the Board may prescribe, would
result in the compensation of the individual being less than 10
percent of his remuneration for such service, no part of such
remuneration shall be regarded as compensation;

Provided, however, That an individual not a citizen or resident of the
United States shall not be deemed to be in the service of an employer
when rendering service outside the United States to an employer who
is required under the laws applicable in the place where the service
is rendered to employ therein, in whole or in part, citizens or residents
thereof; and the laws applicable on August 29, 1935, in the place
where the service is rendered shall be deemed to have been applicable
there at all times prior to that date.

(e) CoMEXs•ATIOx.-For purposes of this chapter-
(1) The terin "compensation" means any form of money remu-

neration paid to an individual for services rendered as an em-
ployee to one or more employers. Such term does not include (i)
the amount of any payment (including any amount paid by an
employer for insurance or annuities, or into a fund, to provide for
any such payment) made to, or on behalf of, an employee or any
of his dependents under a plan or system established by an em-
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ployer which makes provision for his employees generally (or for
his employees generally and their dependents) or for a class or
classes of his employees (or for a class or classes of his employees
and their dependents), on account of sickness or accident dis-
ability or medical or hospitalization expenmes in connection with
sickness or accident di.ability, (ii) tips (except as is provided
under paragraph (3)), (iii) the voluntary payment by an em-
ployer, without deduction from the remuneration of the employ-
ee, of the tax imposed on such employee by section 3201, or (iv)
an amount paid specifically--either as an advance, as reimburse-
mient or allowance--for traveling or other bona fide and nec-
essary expenses incurred or reasonably expected to be incurred
in the business of the employer provided any such payrient is
identified by the employer either by a separate payment or by
specifically indicating the separate amounts where both wages
and expense reimbursement or allowance are combined in a single
payment. Compensation which is earned during the period for
which the Secretary shall require a return of taxes under this
chapter to be made and which is payable during the calendar
month following such period shall be deemed to have been paid
during such period only. For the purpose of determining the
amount of taxes under sections 3201 and 3221, compensation
earned in the service of a local lodge or division of a railway-
labor-organization employer shall be disregarded with respect
to any calendar month if the amount thereof is less than $25.
Compensation for service as a delegate to a national or inter-
national convention of a railway labor organization defined as an
"((employer" in subsection (a) of this section shall be disregarded
for purposes of determining the amount of taxes due pursuant to
this chapter if the individual rendering such service has not pre-
viously rendered service, other than as such a delegate, which
may be included in his "years of service" for purposes of the Rail-
road Retirement Act."

(2) An employee shall be deemed to be paid compensation in the
period during which such compensation is earned only upon a writ-
ten request by such employee, made within six months following
the payment, and a showing that such compensation was earned
during a period other than the period in which it was paid. An em-
ployee shall be deemed to be paid "for time lost" the amount he is
paid by an employer with respect to an identifiable period of ab-

I Paragraph (1) was amended by sectioa 4(b) of P.L. 94-41T.
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aence from the active service of the employer, including absence on
account of personal injury, and the amount he is paid by the em-
ployer for loss of earnings resulting from his displacement to a less
remunerative position or occupation. If a payment is made by an
employer with respect to a personal injury and includes pay for
time lost, the total payment shall be deemed to be paid for time
lost unless, at the time of payment, a past of such payment is
specifically apportioned to factors other than time lost, in which
event only such part of the payment as is not so apportioned shall
be deemed to be paid for time lost.

(3) Solely for purposes of the tax imposed by section 3201 and

other provisions of this chapter insofar as they relate to such tax,
the terin "compensation" also includes cash tips received by an
employee in any calendar month in the course of his employment
by an employer unless the amount of such cash tips is less than
$20.1

(f) CorpAqr.-For purposes of this chapter, the term "company"
includes corporations, associations, and joint-stock companies.

(g) CARRIER.-For purposes of this chapter, the term "carrier"
means an express company, sleeping-car company, or carrier by rail-
road, subject to part I of the Interstate Commerce Act (49 U S.C.,
chapter 1).

(h) Ties CONSTITUTING COMPENSATION, TIME DEEMED PAm.-For
purposes of this chapter, tips which constitute compensation for pur-
poses of the tax imposed under section "201 shall be deemed to be paid
at the time a written statement including such tips is furnished to the
employer pursuant to section 6053 (a) or (if no statement including
such tips is so furnished) at the time received; and tips so deemed to
be paid in any month shall be deemed paid for services rendered in
such month.

SEC. 3232. COURT JURISDICTION.
The several district courts of the United States shall ha- e juris-

diction to entertain an application by the Attorney General on behalf
of the Secretary to compel an employee or other person residing within
t:he jurisdiction of the court or an employer subject to service of proc-
ess within its jurisdiction to comply with any obligations imposed on
such employee, employer, or other person under the provisions of this
chapter. The jurisdiction herein specifically conferred upon such Fed-
eral courts shall not be held exclusive of any jurisdiction otherwise pos-
sessed by such courts to entertain civil actions, whether legal or equi-

'Secton 3231 (e) was amended by Public Laws 94-92 and 94-93
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table in nature, in aid of the enforcement of rights or obligations aris-
ing under the provisions of this chapter.

SEC. 3233. SHORT TITLE.

This chapter may be cited as the "Railroad Retirement Tax Act."

CHAPTER 23-FEDERAL UNEMPLOYMENT TAX ACT
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SEC. 3301. RATE OF TAX.3

There is hereby imposed on every employer (as defined in section
3306(a)) for each calendar year an excise tax, with respect to having
individuals in his employ, equal to-

(1) 3.4 percent, in the case of a calendar year beginning before
the first calendar year after 1976, as of January I of which there
is not a balance of repayable advances made to the extended un-
employed compensation account (established by section 905 (a) of
the Social Security Act); or

(2) 3.2 percent, in the case of such first calendar year and each
calendar year thereafter;

of the total wages (as defined in section 3306(b)) paid by him during
the calendar year with respect to employment (as defined in section
3306(c)).
SEC. 3302. CREDITS AGAINST TAX.3

(a) CoTrmmI ozsTN To STATE Uw zrwxr FUNDS.--
(1) The taxpayer may, to the extent provided in this subsec-

tion and subsection (c), credit against the tax imposed by section
3301 the amount of contributions paid by him into an unemploy-

I Pace reterences do not appear In the law.
s Section 3301 was amended by section 1908(a) (11) of Public Law 94-455 and by section

211(b) of Public Law 94-566 (effective with respect to remuneration paid after December
31. 1976).a Section 3302 was amended by section 1903(a) (12) of Public Law 94-455.
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meant fund maintained during the taxable year under the unem-
ployment compensation law of a State which is certified as
provided in section 3304 for the 12-month period ending on Octo-
ber 31 of such year.

(2) The credit shall be permitted against the tax for the tax-
able year only for the amount of contributions paid with respect
to such taxable year.

(3) The credit against the tax for any taxable year shall be
permitted only for contributions paid on or before the last day
upon which the taxp~:yer is required tinder section 6071 to file a
return for such year; except that credit shall be permitted for
contributions paid after such last day, but such credit shall not
exceed 90 percent of the amount which would have been allowable
as credit on account of such contributions had they been paid on
or before such last day.

(4) Upon the payment of contributions into the unemployment
fund of a State which are required under the unemployment com-
pensation law of that State with respect to remuneration on the
basis of which, prior to such payment into the proper fund, the
taxpayer erroneously paid an amount a contributions under an-
other unemployment compensation law, the payment into the
proper fund shall, for purposes of credit against the tax, be
deemed to have been made at the time of the erroneous payment.
If, by reason of such other law, the taxpayer was entitled to cease
paying contributions with respect to services subject to such other
law, the payment into the proper fund shall, for purposes of credit
against the tax, be deemed to have been made on the date the
return for the taxable year was filed under section 6071.

(b) ADDITIONAL CRuEDT.-In addition to the credit allowed under
subsection (a), a taxpayer may credit against the tax imposed by
section 3301 for any taxable year an amount, with respect to the un-
employment compensation law of each State certified as provided in
section 3303 for the 12-month period ending on October 31, of such
year, or with respect to any provisions thereof so certified, equal to the
amount, if any, by which the contributions required to be paid by him
with respect to the taxable year were less than the contributions such
taxpayer would have been required to pay if throughout the taxable
year he had been subject tinder such State law to the highest rate ap-
plied thereunder in such 12-month period to any person having indi-
viduals in his employ, or to a rate of 2.7 percent, whichever rate is
lower.
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(c) IAmT ox TOTAL CRmDrs.-
(1) The total credits allowed to a taxpayer under this section

shall not exceed 90 percent of the tax against which such credits
are allowable.

(2) If an advance or advances have been made to the un-
employment account of a State under title XII of the Social
Security Act., then the total credits (after applying subsections (a)
and (b) and paragraph (1) of this subsection) otherwise allow-
able under this section for the taxable year in the case of a tax-
payer subject to the unemployment compensation law of such
State shall be reduced-

(A) (i) in the case of a taxable year beginning with the
second consecutive January 1 as of the beginning of which
there is a balance of such ad%'ances, by 10 percent of the
tax imposed by section 3301 with respect to the wages paid
by such taxpayer during such taxable year which are attribut-
able to such State; and

(ii) in the case of any succeeding taxable year beginning
with a consecutive January 1 as of the beginning of which
there is a balance of such advances, by an additional 10 per-
cent, for each such succeeding taxable year, of the tax imposed
by section 3301 with respect to the wages paid by such tax-
payer during such taxable year which are attributable to
such State;

(B) in the case of a taxable year beginning with the third
or fourth consecutive January I as of the beghining of which
there is a balance of such advances, by the amount determined
by multiplying the wages paid by such taxpayer during such
taxable year which are attributable to such State by the per-
centage (if any) by which-

(i) 2.7 percent, exceeds
(ii) the average employer contribution rate for such

State for the calendar year preceding such taxable year;
and

(C) in the case of a taxable year beginning with the fifth
or any succeeding consecutive January 1 as of the beginning
of which there is a balance of such advances, by the amount
determined by multiplying the wages paid by such taxpayer
during such taxable year which are attributable to such State
by the percentage (if any) by which-

(i) the 5-year benefit cost rate applicable to such State
for sach taxable year or (if higher) 2.7 percent, exceeds
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(ii) the average employer contribution rate for such
State for the calendar year preceding such taxable year.

The provisions of the preceding sentence shall not be applicable with
respect to the taxable year beginning January 1, 1975, or any suc-
ceeding taxable year which begins before January 1, 1980; and, for
purposes of such sentence, January 1, 1980, shall be deemed to be the
first January 1 occurring after January 1, 1974, and consecutive tax-
able years in the period commencing January 1, 1980, shall be deter-
mined as if the taxable year which begins on January 1, 1980, were
the taxable year immediately succeeding the taxable year which began
on January 1, 1974.1

(3) If the Secretary of Labor determines that a State, or St.,te
agency, has not-

(A) entered into the agreement described in section 239 of the
Trade Act of 1974, with the Secretary of Labor before July 15,
1975, or

(B) fulfilled its commitments under an agreement with the
Secretary of Labor as described in section 239 of the Trade Act
of 1974,

then, in the case of a taxpayer subject to the unemployment compen-
sation law of such State, the total credits (after applying subsections
(a) and (b) and paragraphs (1) and (2) of this section) other-
wise allowable under this section for a year during which such State
or agency does not enter into or fulfill such an agreement shall be
reduced by 15 percent of the tax imposed with respect to wages paid
by such taxpayer during such year which are attributable to such
State.2

(d) DEFINITIONS AND SPECIAL RuLEs RELATINo TO SUBMECTION
(c).-

(1) RATE OF TAX DEEMED TO BE 3 PERCENT.-In applying sub-
section (c), the tax imposed by section 3301 shall be computed at
the rate of 3 percent in lieu of the rate provided by such section.

(2) WAGES ATTRIBUTABLE TO A PARTICULAR STATE.-For pur-
poses of subsection (c), wages shall be attributable to a particu-
lar State if they are subject to the unemployment compensation
law of the State, or (if not subject to the unemployment com-
pensation law of any State) if they are determined (under rules
or regulations prescribed by the Secretary) to be attributable to
such State.

(3) ADDITIONAL TAXES INAPPLICABLE WIIEMIZ ADVANCES ARE RE-

PAID BEFORE NOVEMBER 10 OF TAXABLE YEAR.-Paragraph (2) of
subsection (c) shall not apply with respect to any State

'This sentence was added to paragraph (2) by Public Law 94-45 subject to the condi-
tions specified in section 110(b) of such Public Law (see p. 763). It was amended by sec-
tion 201 of P.L. 95-19, subject to the same conditions (aee p. 795).

2 Paragraph (3) was amended by Public Law 94-45.
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for the taxable year if (as of the beginning of November 10 of
such year) there is no balance of advances referred to in such
paragraph.

(4) AVEtAUE EMPLOYER CONTRIBUTION RATE.-For purposes of
subparagraphs (B) and- (C) of subsection (c) (2), the average
employer contribution rate for any State for any calendar year
is that percentage obtained by dividing-

(A) the total of the contributions paid into the State unem-
ployment fund with respect to such calendar year, by

(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to such calendar year.

For purposes of subparagraph (C) of subsection (c) (2), if the
average employer contribution rate for any State for any cal-
endar year (determined without regard to this sentence) equals
or exceeds 2.7 percent, such rate shall be determined by increas-
ing the amount taken into account under subparagraph (A) of
the preceding sentence by the aggregate amount of employee pay-
ments (if any) into the unemployment fund of such State with
respect to such calendar year which are to be used solely in the
payment of unemployment compensation.

(5) 5-TEAR BENEFIT COST RATE.-For purposes of subparagraph
(C) of subsection (c) (2), the 5-year benefit cost rate applicable
to any State for any taxable year is that percentage obtained by
dividing-

(A) one-fifth of the total of the compensation paid under
the State unemployment compensation law during the 5-year
period ending at the close of the second calendar year pre-
ceding such taxable year, by

(B) the total of the remuneration subject to contributions
under the State unemployment compensation law with re-
spect to the first calendar year preceding such taxable year.

(6) RouN.DING.-If any percentage referred to in either sub-
paragraph (B) or (C) of subsection (c) (2) is not a multiple of
.1 percent, it shall be rounded to the nearest multiple of .1 percent

(7) DvTERmINATION AND CERTIMFCATION OF PERCENTAGE8.-The
percentage referred to in subsection (c) (2) (B) or (C) for any
taxable year for any State having a balance referred to therein
shall be determined by the Secretary of Labor, and shall be certi-
fied by him to the Secretary of the Treasury before June 1 of
such year, on the basis of a report furnished by such State to the
Secretary of Labor before May 1 of such year. Any such State
report shall be made as of the close of March 31 of the taxable
year, and shall be made on such forms, and shall contain such
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information, as the Secretary of Labor deems necessary to the
performance of his duties under this section.

(e) SCrCssOR EMPLOYLI.--Subject to the limits provided by sub-
section (c), if-

(1) an employer acquires during any calendar year substan-
tially all the property used in the trade or business of another
person, or used in a separate unit of a trade or business of such
other person, and immediately after the acquisition employs in
his trade or business one or more individuals who immediately
prior to the acquisition were employed in the-trade or business
of such other person, and

(2) such other person is not an employer for the calendar year
in which the acquisition takes place,

then, for the calendar year in which the acquisition takes place, in
addition to the credits allowed under subsections (a) and (b), such
employer may credit against the tax imposed by section 3301 for such
year an amount equal to the credits which (without regard to sub-
section (c)) would have. been allowable to such other person under
subsections (a) and (b) and this subsection for such year, if such other
person had been an employer, with respect to remuneration subject to
contributions under the unemployment compensation law of a State
paid by such other person to the individual or individuals described
in paragraph (1).
SEC. 3303. CONDITIONS OF ADDITIONAL CREDIT AL-

LOWANCE.
(a) STATE STANDAIRDS.-A taxpayer shall be allowed an additional

credit under section 3302(b) with respect to any reduced rate of
contributions permitted by a State law, only if the Secretary of Labor
finds that under such law-

(1) no reduced rate of contributions to a pooled fund or to a
partially pooled account is permitted to a person (or group of
persons having individuals in his (or their) employ except on
the basis of his (or their) experience with respect to unemploy-
nient or other factors bearing a direct relation to unemployment
risk during not less than the 3 consecutive years immediately pre-
ceding the computation date;

(2) no reduced rate of contributions to a guaranteed employ-
ment account is permitted to a person (or a group of persons)
having individuals in his (or their) employ unless-

(A) the guaranty of remuneration was fulfilled in the year
preceding the computation date; and

(B) the balance of such account amounts to not less than
21/2 percent of that part of the payroll or payrolls for the
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3 years preceding the computation date by which contribu-
tions to such account were measured; and

(C) such contributions were payable to such account with
respect to 3 years preceding the computation date;

(3) no reduced rate of contributions to a reserve account is
permitted to a person (or group of persons) having individuals
in his (or their) employ unless-

(A) compensation has been payable from such account
throughout the year preccding the computation date, and

(B) the balance of such account amounts to nn' less than
five times the largest amount of c ipensation paid from
such account within any I of the 3 years preceding such date,
and

(C) the balance of such account amounts to not less than
2½ percent of that part of the payroll or payrolls for the

3 years preceding such (late by which contributions to such
account were measured, and

(D) such contributions were payable to such account with
respect to the 3 years preceding the computation date.

For any person (or group of persons) who has (or have) not been
subject to the State law for a Period of time sufficient to compute

* the reduced rates permitted by paragraphs (1), (2), and (3) of this
subsection on a 3-year basis (i) the period of time required may be
reduced to the amount of time the person (or group of persons) has
(or have) had experience under or has (or have) beeen subject to the
State law, whichever is appropriate, but in no case less than 1 year
immediately preceding the computation date, or (ii) a reduced rate
(not less than 1 percent) may be permitted by the State law on a rea-
sonable basis other than as permitted by paragraph (1), (2), or (3).

(b) CEMTFICATION BY THE SECRETARY o LABOR WITH RESPECT TO
ADDITIONAL CREDIT ALLOWANCE.-'

(1) On October 31 of each calendar year, the Secretary of
Labor shall certify to the Secretary of the Treasury the law of
each State (certified by the Secretary of Labor as provided in
section 3304 for the 12-month period ending on such October 31),
with respect to which he finds that reduced rates of contributions
were allowable with respect to such 12-month period only in
accordance with the provisions of subsection (a).

(2) If the Secretary of Labor finds that under the law of a
single State (certified by the Secretary of Labor as provided in
section 3304) more than one type of fund or account is maintained,
and reduced rates of contributions to more than one type of fund. I Subaectioa (b) was amended by sectona 1903(a) (23) and 1906(b) (13) (C) of P.L

94-455.

635 IRC See. 3303(b)
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or account were allowable with respect to any 12-month period
ending on October 31, and one or more of such reduced rates were 5
allowable under conditions not fulfilling the requirements of sub-
section (a), the Secretary of Labor shall, on such October 31,
certify to the Secretary of the Treasury only those provisions of
the State law pursuant to which reduced rates of contributions
were allowable with respect to such 1'2-month period, under condi-
tions fulfilling the requirements of subsection (a). and shall, in
connection therewith, designate the kind of fund or account, as
defined in subsection (c). established by the provisions so certi-
fied. If the Secretary of Labor finds that a part of any reduced
rate of contributions payable under such law or under such pro-
visions is required to be paid into one fund or account and a part
into another fund or account, the Secretary of Labor shall make
such certification pursuant to this paragraph as he finds will
asure the allowance of additional credits only with respect to
that part of the reduced rate of contributions which is allowed
under provisions which do fulfill the requirements of subsec-
tion (a).

(3) The Secretary of Labor shall, within 30 days after any
State law is submitted to him for such purpose, certify to the
State agency his findings with respect to reduced rates of con-
tributions to a type of fund or account, as defined in subsection
(c), which are allowable under .uch State law only in accordance
with the provisions of subsection (a). After making such findings,
the Secretary of Labor shall not withhold his certification to the
Secretary of such State law, or of the provisions thereof with
respect to which such findings were made, for any 12-month
period ending on October 31 pursuant to paragraph (1) or (2)
unless, after reasonable notice and opportunity for hearing to the
State agency. the Secretary of Labor finds the State law no longer
contains the provisions specified in subsection (a) or the State
has, with respect to such 12-month period, failed to comply sub-
stantially with any such provision.

(c) DEFINITIOxs.-As used in this section-
(1) RFSER17E AccouwT.-The term "reserve account" means a

separate account in an unemployment fund, maintained with re-
spect to a person (or group of persons) having individuals in
his (or their) employ, from which account, unless such account is
exhausted, is paid all and only compensation payable on the basis
of services performed for such person (or for one or more of the
persons comprising the group).

(2) POOLw FUND.-The term "pooled fund" means an unem-
ployment fund or any part thereof (other than a reserve account V
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or a guaranteed employment account) into which the total con-
tributions of persons contributing thereto are payable, in which
all contributions are mingled and undivided, and from which
compensation is payable to all individuals eligible for compensa-
tion from such fund.

(3) PARTIALLY POOLED AcCOUNT.-The term "partially pooled
account" means a part of an unemployment fund in which part of
the fund all contributions thereto are mingled and undivided, and
from which part of the fund compensation is payable only to
individuals to whom compensation would be payable from a re-
serve account or from a guaranteed employment accouiat but for
the exhaustion or termination of such reserve account or of such
guaranteed emj)loyment account. Payments from a reserve ac-
count or guaranteed employment account into a partially pooled
account shall not be construed to be inconsistent with the provi-
sions of paragraph (1) or (4).

(4) GUARANTEED EMPLOYMENT AccOUN.T.-The term "guaran-
teed employment account" means a separate account, in an un-
employment fund, maintained with respect to a person (or group
of persons) having individuals in his (or their) employ who, in
accordance with the provisions of the State law or of a plan there-
under approved by the State agency,

(A) guarantees in advance at least 30 hours of work, for
which remuneration will be paid at not less than stated rates,
for each of 40 weeks (or if more, 1 weekly hour may be de-
ducted for each added week guaranteed) in a year, to all the
individuals who are in his (or their) employ in, and who
continue to be available for suitable work in, one or more
distinct establishments, except that any such individual's
guaranty may commence after a probationary period (in-
cluded within the 11 or less consecutive weeks immediately
following the first week in which the individual renders
services), and

(B) give security or assurance, satisfactory to the State
agency, for the fulfillnent of such guaranties, from which
account, unless such account is exhausted or terminated, is
paid all and only compensation, payable on the basis of serv-
ices performed for such person (or for one or more of the
persons comprising the group), to any such individual whose
guaranteed remuneration has not been paid (either pursuant
to the guaranty or from the security or assurance provided
for the fulfillment of the guaranty), or whose guaranty is
not renewed and who is otherwise eligible for compensation
under the State law.

21-74" 0 - 78 - 48
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(5) Yr.Ai.-The term "year" means any 12 consecutive calendar
months.

(6) BALA &c -.-The term "balance", with respect to a reserve
account or a guaranteed emiployment account, means the amount
standing to the credit of thm account as of the computation date;
except that, if subsequent to January 1, 1940, any moneys have
been paid into or credited to such account other than payments
thereto by persons having individuals in their employ, such term
shall mean the amount in such account as of the computation date
less the total of such other moneys paid into or credited to such
account subsequent to January 1, 1940.

(7) CoMPUrATION D.T.-.'.The termn "comn)utation date" means
the date, occurring at least once in each calendar year and within
27 weeks prior to the effective (late of new rates of contributions,
as of which such rates are computed.

(8) REDUCED RATE.-TThe term "reduced rate" means a rate of
contributions lower than the standard rate applicable under the
State law, and the term "standard rate" means the rate on the
basis of which variations therefrom are computed.

(d) VOLUNTARY CONTRIBUTIONS.-A State law may, without being
deemed to violate the standards set forth in subsection (a), permit
voluntary contributions to be used in the comjputation of reduced rates
if such contributions are paid prior to the expiration of 120 days after
the beginning of the year for which such rates are effective.

(e) PAYMENTS BY CERTAIN NONPROFIT ORGANIZATIONS.-A State
may, without being deemed to violate the standards set forth in sub-
section (a), permit an organization (or a group of organizations) de-
scribed in section 501 (c) (3) which is exempt from income tax under
section 501 (a) to elect (in lieu of paying contributions) to pay into
the State unemlployrnsnt fund amounts equal to the amounts of com-
pensation attributable under the State law to service performed in the
employ of such organization (or group).

(f) TNAxsmTIOx.-To facilitate the orderly transition to coverage
of service to which section 3309(a) (1) (A) applies, a State law may
provide that an organization (or group of organizations) which elects
before April 1, 1972, to make payments (in lieu of contributions)
into the State unemployment fund as provided in section 3309 (a) (2),
and which had paid contributions into such fund under the State law
with respect to such service performed in its employ before Janu-
ary 1, 1969, is not required to make any such payments (in lieu of
contributions) on account of compensation paid after its election as
heretofore described which is attributable under the State law to
service performed in its employ, until the total of such compensation
equals the amount- S
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(1) by which the contributions paid by such organization (or
group) with respect to a period before the election provided by
section 3309 (a) (2), exceed

(2) the unemployment compensation for the same period which
was charged to the experience-rating account of such organiza-
tion (or group) or paid under the State law on the basis of wages
paid by it or service performed in its employ, whichever is
appropriate.'

(g) TRANSITIONAL RULE FUR UNEMPLOYMENT COMIPENSAI ION
AMENDMENTS or 1976.-To facilitate the orderly transition to cover-
age of service to which section 3309(a) (1) (A) applies by reason of
the enactment of the Unemiployment Compensation Amendments of
1976, a State law may provide that an organization (or group of
organizations) which elects, when such election first becomes avail-
able under the State law with respect to such service, to make pay-
ments (in lieu of contributions) into the State unemployment fund
as provided in section 3309(a) (2), and which had paid contributions
into such fund under the State law with respect to such service per-
formed in its employ before the date of the enactment of this sub-
section, is not required to make any such payment (in lieu of con-
tributions) on account of compensation paid after its election as
heretofore described which is attributable under the State law to
such service performed in its employ, until the total of such compen-
sation equals the amount-

(1) by which the contributions paid by such organization (or
group) on the basis of wages for such service with respect to a
period before the election provided by section 3309(a) (2), exceed

(2) the unemployment compeiisation for the same period
which was charged to the experience-rating account of such orga-
nization (or group) or paid under the State law on the basis of
such service performed in its employ or wages paid for such

service, whichever is al)propriate.2

SEC. 3304. APPROVAL OF STATE LAWS.'
(a) REQU 1E .ENT&-'TheC Secretary of Labor shall approve any

State law submitted to him, within 30 days of such submission, which
he finds provides that-

(1) all compensation is to be paid through public employment
offices or such other agencies as the Secretary of Labor may
approve;

(2) no compensation shall be payable with respect to any day
of unemployment occurring within 2 years after the first day of
the first period with respect to which contributions are required;

SSubsection (fM was amended by section 122 of P.L 94-564.
' Subsection (g) was added by section 122 of P.L. 94-566.8 action 3304 was amended by sections 1903(a)(14) and 1906(b) (13) (C) and (E) ot

of P.L. 94-455.
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(3) all money received in the unemployment fund shall (ex-
cept for refunds of sums erroneously paid into such fund and
except for refunds paid in accordance with the provisions of sec-
tion 3305(b)) immediately upon such receipt be paid over to the
Secretary of the Treasury to the credit of the Unemployment
Trust Fund established by section 901 of the Social Security Act
(42 U.S.C. 1104) ;

(4) all money withdrawn from the unemployment fund of the
State shall be used solely in the payment of unCminployment com-
pensation, exclusive of expenses of administration, and for re-
funds of sums erroneously paid into such fund and refunds paid
in accordance with the provisions of section 3305(b); except
that-

(A) an amount equal to the amount of employee payments
into the unemploynment fund of a State may be used in the
payment of cash benefits to individuals with respect to their
disability, exclusive of expenses of administration; and

(B) the amounts specified by section 903(c) (2) of the
Social Security Act may, subject to the conditions prescribed
in such section, be used for expenses incurred by the State
for administration of its unemployment compensation law
and public employment offices;

(5) compensation shall not be denied in such State to any
otherwise eligible individual for refusing to accept new work un-
der any of the following conditions:

(A) if the position offered is vacant due directly to a strike,
lockout, or other labor dispute;

(B) if the wages, hours, or other conditions of the work
offered are substantially less favorable to the individual than
those prevailing for similar work in the locality;

(C) if as a condition of being employed '-he individual
would be required to join a company union or to resign from
or refrain from joining any bona fide labor organization;

(6) (A) compensation is payable on the basis of service to which
section 3309 (a) ( 1) applies, in the same amount, on the same terms,
and subject to the same conditions as compensation payable on the
basis of other service subject to such law;
except that-

(i) with respect to services in an instructional, research,
or principal administrative capacity for an educational insti-
tution to which section 3309(a) (1) applies, compensation
shall not be payable based on such services for any week com-
mencing during the period between two successive academic
years or terms (or, when an agreement provides instead for a
similar period between two regular but not successive terms,
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during such period) to any individual if such individual per-
forms such services in the first of such academic years (or
terms) and if there is a contract or reasonable assurance that
such individual will perform services in any such capacity
for any educational institution in the second of such academic
years or terms,

(ii) with respect to services in any other capacity for an
educational institution (other than an institution of higher
education) to which section 3309(a) (1) applies, compensa-
tion payable on the basis of such services may be denied to
any individual for any week which commences during a
period between two successive academic years or terms if such
individual performs such services in the first of such aca-
demic years or terms and there is a reasonable assurance that
such individual will perform such services in the second of
such academic years or terms,

(iii) with respect to any services described in clause (i) or
(ii), compensation payable on the basis of .-uch services may
be denied to any individual for any week which comnimences
during an established and custonmary vacation period or holi-
day rece.s if such individual performs such services in the
period immediately before such vacation period or holiday
recess, and there is a reas-onable assurance that such individual
will perform such services in the period immediately follow-
ing such vacation period or holiday recess,

(iv) with respect to any services described in clause (i) or
(ii), compensation payable on the basis of services in any such
capacity may be denied as specified in clauses (i), (ii), and
(iii) to any individual who performer" such services in an
educational institution while in t6, employ of an educa-
tional service agency, and for this purpose the term "educa-
tional service agency" means 9 governmental agency or
governmental entity which is established and operated ex-
clusively for the purpose of providing such services to one
or more educational institutions, and 1

(B) payments (in lieu of contributions) with respect to serv-
ice to which section 3309(a) (1) applies may be maie into the
State unemployment fund on the basis set forth in section 3309
(a)(2) ;'

(7) an individual who has received compensation during his
benefit year is required to have had work since the beginning of
such year in order to qualify for compensation in his next benefit
year;

Subparagraph (A) was amended by we. 115(c) of P.L 94-566, see. 302(c) of P.L
95-19. and see. 2 of P.L. 95-IT1.

'Subparasrph (B) was amended by section 506(b) of P.L. 94-56&.
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(8) compensation shall not be denied to an individual for any
week because he is in training with the approval of the State
agency (or because of the application, to any such week in train-
ing, of State law provisions relating to availability for work,
active search for work, or refusal to accept work) ;

(9) (A) compensation shall not be denied or reduced to an in-
dividual solely because he files a claim in another State (or a
contiguous country with which the United States has an agree-
ment with respect to unemployment compensation) or because
he resides in another State (or such a contiguous country) at the
time lie files a claim for uneinployinent compensation;

(B) the State shall participate in any arrangements for the
payment of compensation on the basis of combining an individ-
tial's wages and employment covered under the State law with his
wages and employment covered under the unemployment compen-
sation law of other States which are approved by the Secretary of
Labor in consultation with the State unemployment compensation
agencies as reasonably calculated to assure the prompt and full
payment of compensation in such situations. Any such arrange-
ment shall include provisions for (i) applying the base period
of a single State law to a claim involving the combining of an
individual's wages and employment covered under two or more
State laws, and (ii) avoiding duplicate use of wages and employ-
ment by reason of such combining;

(10) compensation shall not be denied to any individual by
reason of cancellation of wage credits or total reduction of his
benefit rights for any cause other than discharge for misconduct
connected with his work, fraud in connection with a claim
for compensation, or receipt of disqualifying income;

(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1970.

(12) no person shall be denied compensation under such State
law solely on the basis of pregnancy or termination of
pregnancy; 1

(13) compensation shall not be payable to any individual on
the basis of any services, substantially all of which consist of
participating in sports or athletic events or training or prepar-
ing to so participate, for any week which commences during the
period between two successive sport. seasons (or similar periods)
if such individual performed such services in the first of such
seasons (or similar periods) and there is a reasonable assurance

1Paragraph (12) was amended, effective for 1978 and subsequent-year certifications, by
section 312 of P.L. 94-566.
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that such individual will perform such services in the later of
such seasons (or similar periods) ; 1

(14) (A) compensation shall not be payable on the basis of
services performed by an alien unless such alien is an individual
who was lawfully adinitted for permanent residence at the time
such services were performed, was lawfully present for pur-
poses of performing such services, or was permanently residing
in the United States under color of law at the time such services
were performed (including an alien who was lawfully present
in the United States as a result of the application of the provi-
sions of section 203(a) (7) or section 212(d) (5) of the Immi-
gration and Nationality Act),2

(B) any data or information required of individuals applying
for compensation to determine whether compenLation is not pay-
able to themi because of their alien status shall be uniformly
required from all applicants for compensation, and

(C) in the case of an individual whose application for com-
pensation would otherwise be approved, no determination by the
State agency that compensation to such individual is not payable
because of his alien status shall be made except upon a preponder-
ance of the evidence; 1

(15) the amount of compensation payable to an individual for
any week which begins after March 31, 1980, and which begins
in a period with respect to which such individual is receiving a
governmental or other pension, retirement or retired pay, annuity,
or any other similar periodic payment which is based on the
previous work of such individual shall be reduced (but not below
zero) by an amount equal to the amount of such pension, retire-
mnent or retired pay. annuity, or other payment, which is reason-
ably attributable to such week; 1 3

(16) (A) wage information contained in the records of the
agency administering the State law which is necessary (as deter-
mined by the Secretary of Health, Education, and Welfare in
regulations) for purposes of determining an individual's eligibil-
ity for aid or services, or the amount of such aid or services, under
a State plan for aid and services to needy families with children
approved under part A of title IV of the Social Security Act,
shall be made available to a State or political subdivision thereof

L Paragraphs (13), (14). and (15) were added (and the former paragraph (13) was
redesignate-d as (16)) by section 314 of P.,. 94-"66 effective for certifications starting
1978 (1979 In the cps4 of States whoe legislat,,res have no regular sessirnn In 1977).

' Subparagraph (A) was amended by section 302(a) of P.L. 95-19.
* Paragraph (15) was amended by section 302(e) of P.L. 95-19.
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when such information is specifically reque.-,ted by such State or
political subdivision for such purposes, and

(B) such ,afeguards are esbablished as are nece:-,ary (as de-
termined by the Secretary of Health, Education, and Welfare
in regulations) to in.-ure that such information is uwwd only for
tie purljsk-es atitlhorized ruider .-uIl)pa.'-antl1h (A) ; 1

(17) all the rights, privileges. or immunities confer, red by :-uch
law or by acts done pursuant thereto shall exist subject to the
power of tUie legislature to amend or repeal -uch law at any time.'

(b) NOTIFIcATro..-The Secretary of Labor shall, upon approving
,•uclh law, notify the governor of the State of his approval.

(c) CLurc.•ATIo..-On October 31 of each taxable year the Secre-
tary of Labor shall certify to the Secretary of the Treasury each State
whose law he has previously approved, except that lie shall not certify
any Staie which, after reasonable notice and opportunity for hearing
to the State agency, the Secretary of Labor finds has amended its law
so that it no longer contains the provisions specified in subsection (a)
or has with respect to the 12-month period ending on such October 31
failed to comply substantially with any such provision in such sub-
section. No finding of a failure to comply substantially with any pro-
vision in paragraph (5) of subsection (a) shall be based on an applica-
tion or interpretation of State law (1) until all admini.-trative review

*provided for under the laws of the State has been exhausted, or (2)
with respect to which the time for judicial review pro% ided by the laws

Sl'aragraph (16) %as added laud the former paragraph l161) as rtdeij:Uated a t17))
by bectiou 403(b) of P.L. !5--216.
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of the State has not expired, or (3) with respect to which any judicial
review is pending. On October 31 of any taxable year after 1971, the
Secretary" of Labor shall not certify any State which. after reasonable
notice and opportunity for hearing to the State agency, the Secretary
of Labor finds has failed to amend its law so that it contains each of the
provisions required by reason of the exactnent of the Employment
Security Aniendunents of 1970 to be included therein, or has with
respect to the 12-month period ending on such October 31, failed to
comply substantially with any such provision. On October 31 of any
taxable year after 1977, the Secretary shall not certify any State which,
after reasonable notice and opportunity for a hearing to the State
agency, tile Secretary of Labor finds has failed to amend its law so
that it contains each of the provisions required by reason of the enact-
ment of the U nemployment Comlx-eniation Amnendlments of 1976 to be
included therein, or has with re.-pect to the 12-nmonth period eni(ling on
.u-tCh October 31, failed to comply substantially with any such
provision.1

(d) NOTICE OF XOxCErwIFICATIOx.-If at any time the Secretary of
Labor has reason to believe that a State whose law lie has previously
approved may not be certified under subsection (c), lie shall promptly
so notify the governor of such State.

(e) CHANGE OF LAw DuRING 12-MoNTIh PEmuoD.-Whenever-
(1) any provision of this section, section 3302), or section 3303

refers to a 12-month period ending on October 31 of a year, and
(2) the law applicable to one portion of such period differs

from the law applicable to another portion of such period,
then such provision shall be applied by taking into account for
each such portion the law applicable to such portion.

(f) DEFINITION OF INSTITUTION OF HIGHER EDUcATIOox.-For pur-
poses of subsection (a) (6). the term "institution of higher education"
means an educational institution in any State which-

(1) admits as regular students only individuals having a
certificate of graduation from a high school, or the recognized
equivalent of such a certificate;

(2) is legally authorized within such State to provide a pro-
gram of education beyond high school;

(3) provides an educational program for it which awards a
bacilelor's or higher degree, or provides a program which is
acceptable for fulll credit toward such a degree. or offers a pro-
grain of training to prepare students for gainful employment in a
recognized occupation; and

(4) is a public or other nonprofit institution.2

I Subsectlon (r) wan amended P.ffective rtartlng with certlfications for 1978 by section
312 of P.L. 94-566. The first rtf-renc.P to *'Uje Secretary" in the last sentence apparently
should refer to "the Stcretary of Labor."

SSubsection (f) was added by section 115(c) (5) of P.L. 94-566.

IRe See. 3304(c) 644



Revised April 1977 644-A IRC Sec. 3305(a)

SEC. 3305. APPLICABILITY OF STATE LAW 1

* (a) IN•TIAsT.vE AND FuOREWE's Com3m1 ck-.-No person required un-
der a State law to imiake paymelllnts to an tnemplloymenlt fund shall be
relieved from compljlian.ce therewith on the ground that he is en-
gaged in interSt.tate or folreign commerce, or that the Sta'te law does
not dist ingui.l- between employees miugaged in interstate or foreign
comrirerce and those engaged i intrastate comnuerce.

(b) FkEDLIAL IN STRtU3MrENTALITlIES IN (EN LUMA..-'The legislature of
any State may require any indtrunmentality of the United States
(other than an instrumentality to which section :33G6(c) (6) applies),
and the individuals ii its employ, to make contributions to an unemn-
lploymnent fund under a State unemployment eompetbnsation law ap-
proved by the Secretary of Labor under t..ection :1304 and (except as

:Sectiun 3305 was ameuded by ,ectlius 11*o3iaN(15) aud 14064b)i13) C) of P.L
94-4-•.
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provided in section 5240 of the Revised Statutes, as amended (12
U.S.C., sec. 484). and as modified by subsection (c)), to comply other-
wise with such law. The permission granted in this subsection shall
apply (A) only to the extent that no discrimination is made against
such instrumentality, so that if the rate of contribution is uniform
upon all other persons subject to such law on account of having in-
dividuals in their employ, and upon all employees of such persons,
respectively, the contributions required of such instrumentality or the
individuals in its employ shall not be at a greater rate than is required
of such other persons and such employees, and if the rates are deter-
mined separately for different persons or classes of persons having
individuals in their employ or for different classes of employees, the
determination shall be based solely upon unemployment experience
and other factors bearing a direct relation to unemployment risk; (B)
only if such State law makes provision for the refund of any contribu-
tions required under such law from an instrumentality of the United
States or its employees for any year in the event such State is not
certified by the Secretary of Labor under section 3304 with respect
to such year; and (C) only if such State law makes provision for the
payment of unemployment compensation to any employee of any such
instrumentality of the United States in the same amount, on the same
terms, and subject to the same conditions as unemployment compen-
sation is payable to employees of other employers under the State
unemployment compensation law.

(c) .NATIONAL BAINKs.-Nothing contained in section 5240 of the
Revised Statutes, as amended (12 U.S.C. 484), shall prevent any
State from requiring any national banking association to render re-
turns and reports relative to the association's employees, their remu-
neration and services, to the same extent that other persons are re-
quired to render like returns and reports under a State law requir-
ing contributions to an unemployment fund. The Comptroller of the
Currency shall, upon receipt of a copy of any such return or report of
a national banking association from, and upon request ol, any duly
authorized official, body, or commission of a Sate, cause an examina-
tion of the correctness of such return or report to be made at the time
of the next succeeding examination of such association. and shall
thereupon transmit to such official, body, or commission a complete
statement of his findings respecting the accuracy of such returns or
reports.

(d) FEDERAL PROPERTY.-NO person shall be relieved from compli-
ance with a State unemployment compensation law on the ground
that services were performed on land or premises owned, held, or
possessed by the United States, and any State shall have full jurisdic-
tion and power to enforce the provisions of such law to the same extent
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and with the same effect as though such place were not owned, held, or
possessed by the United States.

(e) BO.•NEVILLE POWER ADMINIs'sRATOR.-[Repealed.]
(f) AMERICAN. VrssELs.-The legislature of any State in which a

person maintains the operating office, from which the operations of
an American vessel operating on navigable waters within or within
and without the United States are ordinarily and regularly supervised,
managed, directed and controlled, may require such person and the
officers and members of the crew of such vessel to make contributions
to its unemployment fund under its State unemployment compensa-
tion law approved by the Secretary of Labor under section 3301 and
otherwise to comply with its unemployment compensation law with
respect to the service performed by an officer or member of the crew
on or ii. connection with such vessel to the same extent and with the
same effect as though such service was performed entirely within such
State. Such person and the officers and members of the crew of such
vessel shall not be required to inake contributions, with respect to such
service, to the unemployment fund of any other State. The permis-
sion granted by this subsection is subject to the condition that such
service shall be treated, for purposes of wage credits given employees,
like other service subject to such State unemployment compensation
law performed for such person in such State, and also subject to the
same limitation, with respect to contributions required from such per-
son and from the officers and members of the crew of such vessel, as is
imposed by the second sentence (other than clause (B) thereof) of
subsection (b) with respect to contributions required from instru-
mentalities of the United States and from individuals in their employ.

(g) VESSELS OPEILRTED BY GENERAL AGENTS OF TJENrr STATES.-
The permission granted by subsection (f) shall apply in the same
manner and under the same conditions (including the obligation to
comply with all requirements of State unemployment compensation
laws) to general agents of the Secretary of Conimerce with respect to
service performed by officers and members of the crew on or in con-
nection with American vessels-

(1) owned by or bareboat chartered to the United States, and
(2) whose business is conducted by such general agents.

As to any such vessel, the State permitted to require contributions on
account of such service shall be the State to which the general agent
would make contributions if the vessel were operated for his own
account. Such general agents are designated, for this purpose, instru-
mentalities of the United States neither wholly nor partially owned
by it and shall not be exenipt from the tax imposed by section 3301.
The permission granted by this subsection is subject to the same con-
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ditions and limitations as are imposed in subsection (f), except that
clause (B) of tih second sentence of subsection (b) shall apply.

(h) REquIREMENT BY STATE OF CoINTMUi'rioNs.-Any State may,
as to service performed, and on account of which contributions are
made pursuant to subsection (g)-

(1) require contributions from persons performing such serv-
ice under its unemployment compensation law or temporary dis-
ability insurance law administered in connection therewith, and

(2) require general agents of the Secretary of Commerce to
make contributions under such temporary disability insurance
law to make such deductions from wages or remuneration, as
are required bysuch unemployment compensation or temporary
disability insurance law.

(i) GENERAL AGENT AS LEGAL ENTITY.-Each general agent of the
Secretary of Commerce making contributions pursuant to subsection
(g) or (h) shall, for purposes of such subsections, be considered a
legal entity in his capacity as an instrumentality of the United States,
separate and distinct from his identity as a person employing individ-
uals on his own account.

(j) DENIAL OF CREDrIS IN CM•rAIN CAszs.-Any person required,
pursuant to the permission granted by this section, to make contribu-
tions to an unemployment fund under a State unemployment com-
Spensation law approved by the Secretary of Labor under section 3301
shall not be entitled to the credits permitted, with respect to the un-
employment compensation law of a State, by subsections (a) and (b)
of section 3302 against the tax imposed by section 3301 for any tax-
able year if, on October 31 of such taxable year, the Secretary of Labor
certifies to the Secretary of the Treasury his finding, after reasonable
notice and opportunity for hearing to the State agency, that the unem-
ployment compensation law of such State is inconsistent with any one
or more of the conditions on the basis of which such permission is
granted or that, in the application of the State law with respect to the
12-month period etiding on such October 31, there has been a substan-
tial failure to comply with any one or more of such conditions. For
purposes of section 3310, a finding of the Secretary of Labor under
this subsection shall be treated as a finding under section 3304 (c).
SEC. 3306. DEFINITIONS.'

(a) EMPLOYER.-For purposes of this chapter-
(1) IN GE.NERAL.-The term "employer" means, with respect to

any calendar year, any person who-
(A) during any calendar quarter in the calendar year or

the preceding calendar year paid wages of $1,500 or more, or

O Section 3306 was amended by section 1903(a) (16) of P.L. 94-455.
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(B) on each of some 20 days during the calendar year or
during the preceding calendar year, each day being in a dif-
ferent calendar week, employed at least one individual in
employment for some portion of the day.

For purposes of this paragraph, there shall not be taken into
account any wages paid to, or employment of, an employee per-
forming domestic services referred to in paragraph (3).

(2) AGRICULTURAL LAOR.L-In the case of agricultural labor,the term "employer" means, with respect to any calendar year, any
person who-

(A) during any calendar quarter in the calendar year or
the preceding calendar year paid wages of $'20,000 or more
for agricultural labor, or

(B) on each of some 20 days during the calendar year or
during the preceding calendar year, each day being in a dif-
ferent calendar week, employed at least 10 individuals in
employment in agricultural labor for some portion of the
day.

(3) DOMESTIC sLRvicE.--In the case of domestic service in a
private home, local college club, or local chapter of a college fra-ternity or sorority, the term "employer" means, with respect to any
calendar year, any person who during any calendar quarter in the
calendar year or the preceding calendar year paid wages in cash
of $1,000 or more for such service.

(4) SPECIAL aRULE-A person treated as an employer underparagraph (3) shall not be treated as an employer with respect
to wages paid for any service other than domestic service referred
to in paragraph (3) unless such person is treated as an emplo: er
under paragraph (1) or (2) with respect to such other service.'

(b) W&GEs.-For purposes of this chapter, the term wagese" means
all remuneration for employment, including the cish value of allremuneration paid in any medium oter than cash; except that such
term shall not include-

(1) that part of the remuneration which, after remuneration
(other than remuneration referred to in the succeeding para-
graphs of this subsection) equal to $6,000 with respect to employ-
ment has been paid to an individual by an employer during any
calendar year, is paid to such individual by such employer during
such calendar year. If an employer (hereinafter referred to as
successor employer) during any calendar year acquires substan-
tially all the property used in a trade or business of another em-
ployer (hereinafter referred to as a predecessor), or used in a sepa-

'Subsection (a) was amended, effective with respect to wages paid after 1977, by sec-tion 114(a) of P.L 94-566.
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rate iuit of a trade or business of a pretle'cessor, and imninedi-
ately after the acquisition employs in his trade or business an
individual who inunediately prior to the acquisition was employed
in the trade or business of such predecessor, then, for the purpose
of determining whether t he successor employer has paid remunera-
tion (other than remuneration referred to in the succeeding para-
graphs of this subsection) with respect to employment equal to
$6,000 to such individual during such calendar year, any re-
muneration (other than remuneration referred to in the succeed-
ing paragraphs of this subsection) with respect to employment
paid (or considered under this paragraph as having been paid)
to such individual by such predecessor during such calendar year
and prior to such acquisition shall be considered as having been
paid by such successor employer; '

(2) the amount of any payment (including any amount paid by
an employer for insurance or annuit ;es, or into a fund, to provide
for any such payment) made to, or on behalf of, an employee or
any of his dependents under a plan or system established by an
employer which makes provision for his employees generally (or
for his employees generally and their dependents) or for a class
or classes of his employees (or for a class or classes of his em-
ployees and their dependents), on account of-

(A) retirement, or
(B) sickness or accident disability, or
(C) medical or hospitalization expenses in connection with

sickness or accident disability, or
(D) death;

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

(4) any payment on account of sickness or accident disability,
or medical or hospitalization expenses in connection with sickness
or accident disability, made by an employer to or on behalf of,
an employee after the expiration of 6 calendar months following
the last calendar month in which the employee worked for such
employer;

(5) any payment made to, or on behalf of, an employee or his
beneficiary-

(A) from or to a trust described in section 401 (a) which
is exempt from tax under section 501 (a) at the time of such
payment unless such payment is made to an employee of the

'Paragraph (0) was amended, effective for wages paid after 1977, by section 211 (a) of
Public Law 94-566.
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trust as remuneration for services rendered as such employee
and not as a beneficiary of the trust, or

(B) under or to an annuity plan which, at the time of such
payment, is a plan described in section 403(a), or

(C) under or to a bond purchase plan which, at the time
of such payment, is a qualified bond purchase plan described
in section 405 (a) ;

(6) the payment by an employer (without deduction from the
remuneration of the employee)-

(A) of the tax imposed upon an employee under section
8101 (or the corresponding section of prior law), or

(B) of any payment required from an employee under a
State unemployment compensation law;

(7) remuneration paid in any medium other than cash to an em-
ployee for service not in the course of the employer's trade or
business;

(8) any payment (other than vacation or sick pay) made to an
employee after the month in which he attainis the age of 65, if he
did not work for the employer in the period for which such pay-
ment is made;

(9) remuneration paid to or on behalf of an employee if (and
to the extent that) at the time of the payment of such renmunera-
tion it is reasonable to believe that a corresponding deduction is
allowable under section 217;

(10) any payment or series of payments by an emnjployer to an
employee or any of his dependents which is paid-

(A) upon or after the termination of an employee's em-
ployment relationship because of (i) death, (ii) retirement
for disability, or (iii) retirement after attaining an age speci-
fied in the plan referred to in subparagraph (B) or in a pen-
sion plan of the employer, and

(B) under a plan established by the employer which makes
provision for his employees generally or a class or classes of
his employees (or for such employees or class or classes of
employees and their dependents), other than any such pay-
ment or series of payments which would have been paid if
the employee's employment relationship had not been so
terminated; or

(11) remuneration for agricultural labor paid in any medium
other than cash.'

(c) EMPiLoOYMENT.-For purposes of this chapter, the term "employ-
ment" means any service performed prior to 1955, which was employ-

' Paragraph (11) was added by section 111 (a) of Public Law 94-566.
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ment for purposes of •ubcliapter C of chapter 9 of the Internal Reve-
* hnue Code of 1939 under the law applicable to the period in which such

service was performed, and (A) any service, of whatever nature, per-
formed after 1954 by an employee for the person employing him,
irrespective of the citizenship or residence of either, (i) within the
United States, or (ii) on or in connection with an American vessel
or Ame, ican aircraft under a contract of service which is entered into
within the United States or during the performance of which and
while the employee is employed on the vessel or aircraft it touches at
a port in the United States, if the employee is employed on and in
cotmection with such vessel or aircraft when outside the United States,
and (B) any service, of whatever nature, performed after 1971 outside
the United States (except in a contiguous country with which the
United States has an agreement relating to unemployment compensa-
tion) by a citizen of the United States as an employee of an American
employer (as defined in subsection (j ) (3)), except--'

(1) agricultural labor (as defined in subsection (k)) unless--
(A) such labor is performed for a person who-

(i) during any calendar quarter in the calendar year or
the preceding calendar year paid remiueration in "cash of
$20,000 or more to individuals employed in agricultural
labor (not taking into account labor performed before
January 1, 1980, by an alien referred to in subparagraph
(B)), or

(ii) on each of some 20 days during the calendarr year
or the preceding calendar year, each day being in a dif-
ferent calendar week, employed in agricultural labor
(not taking into account labor performed before Janu-
ary 1, 1980, by an alien referred to in subparagraph (B))
for some portion of the day (whether or not at the same
moment of time) 10 or more individuals; and

(B) such labor is not agricultural labor performed before
January 1, 1980, by an individual who is an alien admitted to
the United States to perform agricultural labor pursuant
to sections 214(c) and 101(a) (15) (H) of the Immigration
and Nationality Act; 2

(2) domestic service in a private home, local college club, or
local chapter of a college fraternity or sorority unless performed
for a person who paid cash remuneration of $1,000 or more to
individuals employed in such domestic service in any calendar
quarter in the calendar year or the preceding calendar year; s

I The matter preceding paragraph (1) was amended by section 116(b) of Public Law
94-566.

'Paragraph (1) was amended, effective for wages paid after 1977 for services after
197?. by section 111 (b) of Public Law 94--566.
,Paragraph (2) was amended, effective for wages paid after 197? for services after
197?, by section 113 of Public Law 94-566.
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(3) service not in the course of the employer's trade or business
performed in any calendar quarter by an employee, unless the
cash remuneration paid for such service is $50 or more and such
service is performed by an individual who is regularly employed
by such employer to perform such service. For purposes of this
paragraph, an individual shall be deenied to be regularly em-
ployed by an employer during a calendar quarter only if-

(A) on each of some 24 days during such quarter such in
dividual performs for such employer for sonic portion of the
day service not in the course of the employer's trade or busi-
ness, or

(B) such individual was regularly employed (as deter-
mined under subparagraph (A)) by such employer in the
performance of such service during the preceding calendar
quarter;

(4) service performed on or in connection with a vessel or air-
craft not an American vessel or American aircraft, if the em-
ployee is employed on and in connection with such vessel or air-
craft when outside the United States;

(5) service performed by an individual in the employ of his
son, daughter, or spouse, and service performed by a child under
the age of 21 in the employ of his father or mother;

(6) service performed in the employ of the United States Gov-
erminent or of an instrumentality of the United States which is-

(A) wholly or partially owned by the United States, or
(B) exempt from the tax imposed by section 3301 by

virtue of any provision of law which specifically refers to
such section (or the corresponding section of prior law) in
granting such exemption;

(7) service performed in the employ of a State. or any po* itical
sub livision thereof, or any instrumentality of any one or more of
the foregoing which is wholly owned by one or more Stales or
political subdivisions; and any service performed in the employ
of any instrumentality of one or more States or political sub-
divisions to the extent that the instrumentality is, with respect to
such service, immune under the Constitution of the United States
from the tax imposed by section 3301;

(8) service performed in the employ of a religious, charitable,
educational, or other organization described in section 501 (c) (3)
which is exempt from income tax under section 501 (a);

(9) service performed by an individual as an employee or em-
ployee representative as defined in section 1 of the Railroad Un-
employment Insurance Act (45 U.S.C. 351) ;

652



65# IRC Sec. 3306(c)

(10) (A) service performed in any calendar quarter in the em-
ploy of any organization exempt from income tax under section
501(a) (other than an organization described in section 401(a))
or under section 521, if the remuneration for such service is less
than $50, or

(B) service performed in the employ of a school, college, or
university, if such service is performed (i) by a student who is
enrolled and is regularly attending classes at such school, college,
or university, or (ii) by the spouse of such a student, if such
spouse is advised, at the time such spouse commences to perform
such service, that (I) the employment of such spouse to perform
such services is provided under a program to provide financial
assistance to such student by such school, college, or university,
and (II) such employment will not be covered by any program
of unemployment insurance, or

(C) service performed by an individual under the age of 22
who is enrolled at a nonprofit or public educational institution
which normally maintains a regular faculty and curriculum and
normally has a regularly organized body of students in attendance
at the place where its educational activities are carried on as a
student in a full-time program, taken for credit at 1-h institu-
tion, which combines academic instruction with , xperience,
if such service is an integral part of such progr.- taid such insti-
tutioil has so certified to the employer. exc, )t hiat this subpara-
graph shall not apply to service performed in a program estab-
lishled for or on behalf of an employer or group of employers, or

(D) service performed in the employ of a hospital, if such
service is performed by a patient of such hospital;

(11) service performed in the employ of a foreign government
(including service as a consular or other officer or employee or a
nondiplomatic representative) ;

(12) service performed in the employ of an instrumentality
wholly owned by a foreign government-

(A) if the service is of a character similar to that per-
formed in foreign countries by employees of the United
States Government or of an instrumentality thereof; and

(B) if the Secretary of State shall certify to the Secretary
of the Treasury that the foreign government, with respect
to whose instrumentality exemption is claimed, grants an

equivalejit exemption with respect to similar service per-
formed in the foreign country by employees of the United

States Government and of instrumentalities thereof; I

' Subparagraph (B) was amended by section 1906(b)(13)(C) of Public Law 94-453.
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(13) service performed as a student nurse in the employ of a

hospital or a nurses' training school by an individual who is en-
rolled and is regularly attending classes in a nurses' training
school chartered or approved pursuant to State law; and service
performed as an intern in the employ of a hospital by an in-
dividual who has completed a 4 years' course in a medical school
chartered or approved pursuant to State law;

(14) service performed by an individual for a person as an in-
surance agent or as an insurance solicitor, if all such service per-
formed by such individual for such person is performed for re-
muneration solely by way of commission;

(15) (A) service performed by an individual under the age of
18 in the delivery or distribution of newspapers or shopping news,
not including delivery or distribution to any point for subsequent
delivery or distribution;

(B) service performed by an individual in, and at the time of,
the sale of newspapers or magazines to ultimate consumers, tinder
an arrangement under which the newspapers or magazines are to
be sold by him at a fixed price, his compensation being based on
the retention of the excess of such price over the amount at which
the newspapers or magazines are charged to him, whether or not
he is guaranteed it minimum amount of compensation for such
service, or is entitled to be credited with the unold newspapers or
magazines turned back;

(16) service performed in the employ of an international
organization;

(17) service performed by an individual in (or as an officer or
member of the crew )f a vessel while it is engaged in) the catch-
ing, taking, harvesting, cultivating, or farming of any kind of
fish, shellfish, crustacea, sponges, seaweeds, or other aquatic forms
of animal and vegetable life (including service performed by any
such individual as an ordinary incident to any such activity),
except-

(A) service performed in connection with the catching or
taking of salmon or halibut, for commercial purposes, and

(B) service performed on or in connection with a vessel of
more than 10 net tons (determined in the manner provided
for determining the register tonnage of merchant vessels
under the lawis of the United States) ; or

(18) service which is performed by a nonresident alien indi-
vidual for the pcrilud lie is temporarily present in the United
States as a nonimunig.ant under subparagraph (F) or (J) of see-
tion 101 (a) (15) of the Imnmigration and Natiouality Act, as
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amended (8 U.S.C. 1101(a) (15) (F) or (J)), and which is per-
formed to carry out the purpose specified in subparagraph (F)
or (J), as the case may be.

(d) INCLUDED AND EXCLUDED SERVICE.-For purposes of this chap-
ter, if the services performed during one-half or more of any pay
period by an employee for the person employing him constitute em-
ployment, all the services of such employee for such period shall be
deemed to be employment; but if the services performed during more
than one-half of any such pay period by an employee for the person
emp)loying him do not constitute employment, then none of the serv-
ices of such employee for such period shall be deemed to be employ-
ment. As used in this subsection, the term "pay period" means a
period (of not more than 31 consecutive days) for which a payment
of remuneration is ordinarily made to the employee by the person
employing him. This subsection shall not be applicable with respect
to services performed in a pay period by an employee for the person
employing him, where any of such service is excepted by subsection
(c) (9).

(e) STATE AGENCY.-For purposes of this chapter, the term "State
agency" means ally State officer, board, or other authority, designated
under a State law to administer the unemployment fund in such State.

(f) UNEMPLOYMENT FlUND.--For purposes of this chapter, the term
* "unemployment fund" means a special fund, established under a State

law and administered by a State agency, for the payment of compen-
sation. Any sums standing to the account of the State agency in the
Unemployment Trust Fund established by section 904 of the Social
Security Act, as amended (42 U.S.C. 1104), shall be deemed to be a
part of the unemployment fund of the State, and no suns paid out
of the Unemployment Trust Fund to such State agency shall cease to
be a part of the unemployment funds of the State until expended by
such State agency. An unemployment fund shall be deemed to be main-
tained during a taxable year only if throughout such year, or such
portion of the year as the unemployment fund was in existence, no
part of the moneys of such fund was expended for any purpose other
than the payment of compensation (exclusive of expenses of adminis-
:ration) and for refunds of sums erroneously paid into such fund and
refunds paid in accordance with the provisions of section 3305(b);
except that,--

(1) an amount equal to the amount of employee payments into
the unemployment fund of a State may be used in the payment of
cash benefits to individuals with respect to their disability, exclu-
sive of expenses of administration; and
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(2) the amounts specified by section 903(c) (2) of the Social
Security Act may, subject to the conditions prescribed in such
section, be used for expenses incurred by the State for adminis-
tration of its unemployment compensation law and public em-
ployment offices.

(g) CoTmTIrrrnoNs.-For purposes of this chapter, the term "con-
tributions" means payments required by a State law to be made into
an unemployment fund by any person on account of having individ-
uals in his employ, to the extent that such payments are made by him
without being deducted or deductible from the remuneration of indi-
viduals in his employ.

(h) CoMr;xs.ATio.-For purposes of this chapter, the term "com-
pensation" means cash benefits payable to individuals with respect to
their unemployment.

(i) EMopwyr.x.-For purposes of this chapter, the term "employee"
has the meaning assigned to such term by section 3121 (d), except that
subparagraphs (B) and (C) of paragraph (3) shall not apply.

(j) STATE, UNirrw STAT-,, AND AMERICAN Exm.LOYF.-For pur-
poses of this chapter-

(1) STAT.-The term "State" includes the District of Colum-
bia, the Commonwealth of Puerto Rico, and the Virgin Islands.

(2) Urirr STATEs.-The term "United States" when used in
a geographical sense includes the States, the District of Columbia,
and the Commonwealth of Puerto Rico, and the Virgin Islands. W

(3) AMERmCAN EMPwo-.--The term "American employer"
means a person who is-

(A) an individual who is a resident of the United States,
(B) a partnership, if two-thirds or more of the partners

are residents of the United States,
(C) a trust, if all of the trustees are residents of the United

States, or
(D) a corporation organized under the laws of the United

States or of any State.
An individual who is a citizen of the Commonwealth of Puerto Rico
or the Virgin Islands (but not otherwise a citizen of the United
States) shall be considered, for the purposes of this section, as a citizen
of the United States.&

(k) AGRICULTURAL LAWOR.-For purposes of this chapter, the term
"agricultural labor" has the meaning assigned to such term by subsec-
tion (g) of section 3121, except that for purposes of this chapter sub-
paragraph (B) of paragraph (4) of such subsection (g) shall be
treated as reading:

I Subsection (J) was amended by wectio.a 116(b) (2) of Public Law 94-566.
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"(B) in the employ of a group of operators of farms (or a coop-
erative organization of which such operators are members) in the
performance of service described in subparagraph (A), but only
if such operators produced more than one-half of the commodity
with respect to which such service is performed ;".

(1) CERTAIN ExPLOyEES Or BoNzNVILLE Po-ER ADxLxisTRATiON.-
[Repeaed.]

(m) AMERICAN VESSEL AND AIRCRArr.-For purposes of this
chapter, the term "American vessel" inians any vessel documented or
numbered under the laws of the United States; and includes any
vessel which is neither documented or numbered under the laws of
the United States nor documented under the laws of any foreign
country, if its crew is employed solely by one or more citizens or resi-
dents of the United States or corporations organized under the laws
of the United States or of any State; and the term "American air-
craft" means an aircraft registered under the laws of the United
States.

(n) VESSEL OPERATED BY GENERAL AGENTS OF UNITED STATE&-
Notwithstanding the provisions of subsection (c) (6), service per-
formed by officers and members of the crew of a vessel which would
otherwise be included as employment under subsection (c) shall not
be excluded by reason of the fact that it is performed on or in con-

* nection with an American vessel-
(1) owned by or bareboat chartered to the United States, and
(2) whose business is conducted by a general agent of the Secre-

tary of Commerce.
For purposes of this chapter, each such general agent shall be con-
sidered a legal entity in his capacity as such general agent, F.parate
and distinct from his identity as a person emIloying individuals oi0
his own account, and the officers and members of the crew of such an
American vessel whose business is conducted by a general agent of the
Secretary of Commerce shall be deemed to be performing services
for such general agent rather than the United States. Each such
general agent who in his capacity as such is an employer within the
meaning of subsection (a) shall be subject to all the requirements im-
posed upon an employer under this chapter with respect to service
which constitutes employment, by reason of this subsection.

(O) SPECIAL RULE IN CASE Or CERTAnq AGRICULTURAL WORKERS.-
(1) CREw LEADERS WHO ARE REGISTER OR PROVIDE SPECIALIZED

AGRICULTURAL LABoR.-For purposes of this chapter, any indi-
vidual who is a member of a crew furnished by a crew leader to
perform agricultural labor for any other person shall be treated
as an employee of such crew leader-
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(A) if-
(i) such crew leader holds a valid certificate of regis-

tration under the Farm Labor Contractor Registration
Act of 1963; or

(ii) substantially all the members of such crew oper-
ate or maintain tractors, mechanized harvesting or crop-
dusting equipment, or any other mechanized equipment,
which is provided by such crew leader; and

(B) if such individual is not an employee of such other
person within the meaning of subsection (i).

(2) OmIrH caiw LrADuLs.--For purposes of this chapter, in
the case of any individual who is furnished by a crew leader to
perform agricultural labor for any other person and who is not
treated as an employee of such crew leader under paragraph (1)-

(A) such other person and not the crew leader shall be
treated as the employer of such individual; and

(B) such other person shall be treated as having paid
cash remuneration to such individual in an amount equal to
the amount of cash remuneration paid to such individual by
the crew leader (either on his behalf or on behalf of such
other person) for the agricultural labor performed for such
other person.

(3) CREw LwA ;-.--For purposes of this subsection, the term
"crew leader" means an individual who--

(A) furnishes individuals to perform agricultural labor
for any other person,

(B) pays (either on his behalf or on behalf of such other
person) the individuals so furnished by him for the agricul-
tural labor performed by them, and

(C) has not entered into a written agreement with such
other person under which such individual is designated as
an employee of such other person.'

(p) CONCURRENT EMPLOYMENT BY TWO OR .Moi•t: ENwi.)YIn.R:S.-For
purpon.es of sections 3301, 336"2, and 3306(b) (1), if two or more related
corporations concurrently employ the same individual and compl)ensate
such individual through a common paymaster which is one of such
corporations, each such corporation shall be considered to have paid as
remuneration to such individual only the amounts actually disbursed
by it to such individual and shall not be considered to have paid as
remuneration to such individual amounts actually disbursed to such
individual by another of such corporations. 2

'Subsection (o) wu added by section 112 of Public Law 94-566.
'Subsection (p) was added by sec. 314(b) of P.L. V5-216 effective with respect to wages

paid after December 31, 1978.
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SEC. 3307. DEDUCTIONS AS CONSTRUCTIVE PAYMENTS.
* Whenever under this chapter or any act of Congress, or under the

law of any State, an employer is required or permitted to deduct any
amount from the remuneration of aiu employee and to pay the amount
deducted to the United States, a State, or any political subdivision
thereof, then for purposes of this chapter the amount so deducted
shall be considered to have lben paid to the employee at the time of
such deduction.
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SEC. 3308. INSTRUMENTALITIES OF THE
* UNITED STATES.

Xotwithstand.ing any other provision of law (whether enacted before
or after the enactmnwat of this section) which grants to any inistru-
mentality of the United States an exemption from taxation, such in-
strumentality shall not be exempt from the tax imposed by section 3301
unless such other provision of law grants a specific exemption, by refer-
ence to section 3301 (or the corresponding section of prior law), from
the tax impobed by such section.

SEC. 3309. STATE LAW COVERAGE OF SERVICES PER-
FORMED FOR NONPROFIT ORGANIZATIONS
OR GOVERNMENTAL ENTITIES.

(a) STATE LAw REqLumtEMxNTS.- For purposes of section 3304(a)
(6)-

(1) except as otherwise provided in subsections (b) and (c),
the services to which this paragraph applies are-

(A) service excluded fromn the term employmentt" solely by
reasn-on of paragraph (8) of section 3Uu)G(c), anld

(B) service excluded from the terin "enployinent*" solely
by reason of paragraph (7) of sect ion 3316(c) ; and 1

(2) the State law hall provide that a governmental entity
or any other organization (or group of governmental entities or
other organizations) which, but for the requirements of this para-
graph, would be liable for contributions with respect to service
to which paragraph (1) applies may eiect, for such minaimuim pe-
riod and at such time as may be provided by State law, to pay (in
lieu of such contributions) into the State unemployment fund
amounts equal to the amounts of competition attributable Under
the State law to such service. The State law may provide safe-
guards to ensure that governmental entities or other organizations
so electing will make the payments required under such elections.'

(b) SUcV'ION NOT To APPLY TO CL'rAIN SLIIVICE.-This section
shall not apply to service performed-

(1) in the employ of (A) a church or convention or association
of churches, or (B) an organization which is operated primarily
for religious purposes and which is operated, supervised, con-
trolled, or principally supported by a church or convention or
association of churches;

(2) by a duly ordained, commissioned, or licensed minister of a
church in the exercise of his ministry or by a member of a religious
order in the exercise of duties required by such order;.Paragraph (1) was amended by section 115 (a) of Public Law 94-566 effective with

re•,ipct to gerrices performed after 1977.
2 Paragraph (2) was amended by section 506(a) of P.L 94-566 and section 302(b) of

P.L. 95-19.
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(3) in the employ of a governmental entity referred to in para-
graph (7) of section 3306(c), if such service is performed by an
individual in the exercise of his dutie&--

(A) as an elected official;
(B) as a member of a legislative body. or a member of the

judiciary, of a State or political subdivision thereof;
(C) as a member of the State National Guard or Air

National Guard;
(D) as an employee serving on a temporary ba.sis in case

of fire, storm, snow, earthquake, flood, or similar emergency;
or

(E) in a position which, under or pursuant to the State
law, is designated as (i) a major nontenured policymaking or
advisory position, or (ii) a policyinaking or advi.-,ory posi-
tion the performance of the duties of which ordinarily does
not require iuore than 8 hours per week; 1

(4) in a facility conducted for the purpose of carrying out a
program of-

(A) rehabilitation for individuals whose earning capacity
is impaired by age or physical or mental deficiency or injury,
or

(B) providir.g remunerative work for individuals who be-
cause of their impaired physical or mental capacity cannot
be readily absorbed in the competitive labor market, W

by an individual receiving such rehabilitation or remunerative
work;

(5) as part of an unemployment work-relief or work-training
program assisted or financed in whole or in part by any Federal
agency or an agency of a State or political subdivision thereof,
by an individual receiving such work relief or work training; and

(6) by an inmate of a custodial or penal institution.!
(c) NON.PJIRFIT O .GANIZAT.'INS MusTr E•m•ioy 4 on Moim.--This sec-

tion shall not apply to servif'e performed during any calendar year in
the. employ of any organizat ion unless on each of sonie 20 days during
such calendar year or the precedingr calendar year, each day Ieing in a
different calendar wveek, the total numnber of individuals who were em-
ployed by such organization in employment (determined without
regard to section 3306(c) (8) and by excluding service to which this
section does not apply by reason of subsection (b)) for some portion
of the day whetherr or not at the same mnonient of time) was 4 or more.

(d) [Repealed]'

SEC. 3310. JUDICIAL REVIEW.
(a) I,% GENEIAJL.--Whenever under section 3303(b) or section

3304(c) the Secretary of Labor makes a finding pursuant to which he

I Pararaph (8) was amended by scion 115(b) (1) of P.1, 9V566.
Paragraph (6 wa amended by section 115(b) (2 of P.L. 1"64
a auboecton (dl was repoa"ad by section 115(c) (2) of P.L? 6-&
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is required to withhold a certification with respect to a State under
* such section, such State may, within 60 days after the Governor of the

State has been notified of such action, file with the United States court
of appeals for the circuit in which such State is located or with the
United States Court of Appeals for the District of Columbia, a peti-
tion for review of such action. A copy of the petition shall be forthwith
tra isinitted by the clerk of the court to the Secretary of Labor. The
Secretary of Labor thereupon shall file in the court the record of the
proceedings on which he based his action as provided in section 2112 of
title 28 of the United States Code.

(b) FINDINGS OF FAcr.-The findings of fact by the Secretary of
Labor, if supported by substantial evidence, shall be conclusive; but
the court, for good cause shown, may remand the case to the Secretary
of Labor to take further evidence, and the Secretary of Labor may
thereupon make new or modified findings of fact and may modify his
previous action, and shall certify to the court the record of the further
proceedings. Such new or modified findings of fact shall likewise be
conclusive if supported by substantial evidence.

(c) Ticnsjurri,, oF Couv-r; REVIEw.-The court shall have juris-
diction to affirm the action of the Secretary of Labor or to set it aside,
in whole or in part. The judgment of the court shall be subject to
review by the Supreme Court of the United States upon certiorari or

* certification as provided in section 1254 of title 28 of the United States
Code.

(d) STAY oF SECRTrARY OF LABOR'S AcTION.-
(1) The Secretary of Labor shall not withhold any certifica-

tion under section 3303(b) or section 3304(c) until the expiration
of 60 days after the Governor of the State has been notified of
the action referred to in subsection (a) or until the State has
filed a petition for review of such action, whichever is earlier.

(2) The commencement of judicial proceedings under this
section shall stay the Secretary of Labor's action for a period of
30 days, and the court may thereafter grant interim relief if war-
ranted. including a further stay of the Secretary of Labor's ac-
tim and including such other relief as may be necessary to
preserve status or rights.'

(e) PxitRaPxcz.--Any judicial proceedings under this section shall
be entitled to, and, upon request of the Secretary of Labor or the State,
shall receive a preference and shall be heard and determined as expe-
ditiously as possible.1

SEC. 3311. SHORT TITLE.
This chapter may be cited as the "Federal Unemployment Tax Act."

'Subsctiomn (d) and (e) was amended by sectios 1906M(b)(1) of P.L 94-45&
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CHAPTER 25-GENERAL PROVISIONS RELATING
TO EMPLOYMENT TAXES

SEC. 3501. COLLECTION AND PAYMENT OF TAXES.
The taxes imposed by this subtitle shall be collected by the Secretary

and shall be paid into the Treasury of the United States as internal-
revenue collections.

SEC. 35021 NONDEDUCTIBILITY OF TAXES IN COMPUT-
ING TAXABLE INCOME.

(a) Thie taxes imposed by section 3101 of chapter 21, and by sections
3201 and 3211 of chapter 2"2 shall not be allowed as a deduction to the
taxpayer in computing taxable income under subtitle A.

(b) The tax deducted and withheld under chapter 24 shall not be
allowed as a deduction either to the employer or to the recipient of
the income in computing taxable income under subtitle A.

SEC. 3503. ERRONEOUS PAYMENTS.
Any tax paid under chapter 21 or 22 by a taxpayer with respect to

any period with respect to which lie is not liable to tax rider such
chapter shall be credited against the tax, if any, imposed by such other
chapter upon the taxpayer, and the balance, if any, shall be refunded.

SEC. 3504. ACTS TO BE PERFORMED BY AGENTS.
In case a fiduciary, agent, or other person has the control, receipt,

custody, or disposal of, or pays the wages of an employee or group of
employees, employed by one or more employers, the Secretary, under
regulations prescribed by him, is authorized to designate such fiduci-
ary, agent, or other person to perform such acts as are required of em-
ployers under this title and as the Secretary may specify. Except as
may be otherwise prescribed by the Secretary. all provisions of law
(including penalties) applicable in respect of an employer shall be
applicable to a fiduciary, agent, or other person so designated but,
except as so provided, the employer for whom such fiduciary, agent,
or other person acts shall remain subject to the provisions of law (in-
cluding penalties) applicable in respect of employers.

Subtitle F-Procedure and Administration

CHAPTER 61-INFORMATION AND RETURNS

Chapter 61. Information and return.
Chapter 62. Time aad place for pa ing tax.

662



IRC Sec. 6001

Chapter
Chapter
Chapter
Chapter
Chapter
Chapter

Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter
Chapter

63.
64.
65.
CAL

67.
68.

60.
70.
71.
72.
73.
74.
75.
70.
77.

79.
80.

Assessment.
Collection.
Abatements, credits, and refunds.
Limitations
Interest.
Additions to the tax, additional amounts, and assessable

penalties.
General provisions relating to stamp&
Jeopardy, bankruptcy and reqeiverships.
Transferees and fiduciaries.
Licnvdsing and regitration.
Bonds.
Closing agreements and compromises.
Crimes, other offenses, and forfeitures.
Judicial proceedings.
Miscellaneous proviisions.
Discovery of liability and enforcement of title.
Definitions.
General Rules.

See. 6001. Notice or regulations requiring records. statements, and special
returns

See. 6011. General requirements of return, statement, or list.------------
See. 6017. Self-employment tax returns ....
See. 60'4). Returns prepared for or executed by Secretary_
See. 6050A. Reporting requirements of certain fishing boat operators ____. Sec. 6051. Receipts for employees
Sec. 6(43. Reporting of tips
Sec. 6061. Signing of returns and other documents ......
See. 6064. Signature presumed authentic ....
Sec. 6065. Verification of returns ......................................
SeK. 6071. Time for filing returns and other documents-----------
Sec. 6072. Time for filing income tax returns ---------------------.---
Sec. 601. Extension of time for filing returns --------------------------
Sec. 6001. Place for filing returns or other documents ............
Sec. 6101. Period covered by returns or other documents--------------
See. 6103. Publicity of returns and disclosure of information as to persons

filing income tax returns ....
See. 6109. Identifying numbers ....

IThis tabIs ot contents does sot appear in the law in this form.

Pap'

663
664
664
664
665
665
667
668
668
668
668
668
669
669
670

670
674

SEC. 6001. NOTICE OR REGULATIONS REQUIRING REC-
ORDS, STATEMENTS, AND SPECIAL RE-
TURNS.

Every person liable for any tax imposed by this title, or for the
collection thereof, shall keep such records, render such statements,
make such returns, and comply with such rules and regulations as the
Secretary may from time to time prescribe. Whenever in the judg-
ment of the Secretary it is necessary, he may require any person, by

* notice served upon such person or by regulations, to make such returns,
render such statements, or keep such records, as the Secretary deems

21-746 0 - 78 - $0
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sufficient to show whether or not such person is liable for tax under
this title.

SEC. 6011. GENERAL REQUIREMENT OF RETURN, STATE-
MENT, OR LIST.

(a) GENERAL RuL2..-When required by regulations prescribed by
the Secretary any person made liable for any tax imposed by this
title, or for the collection thereof, shall make return or statement ac-
cording to the forms and regulations prescribed by the Secretary.
Every person required to make a return or statement shall include
therein the information required by such forms or regulations.

(b) IDENTIFICATION OF TAXPAYER.-The Secretary is authorized to
require such information with res-pect to persons subject to the taxes
imposed by chapter 21 or chapter 24 as is necessary or helpful in se-
curing proper identification of such persons.

SEC. 6017. SELF-EMPLOYMENT TAX RETURNS.
Every individual (other than a nonresident alien individual) hav-

ing net earnings from self-employment of q400 or more for the taxable
year shall make a return with respect to the self-employment tax im-
posed by chapter 2. In the case of a husband and wife filing a joint
return under section 6013, the tax imposed by chapter 2 shall not be
computed on the aggregate income but shall be the sum of the taxes
computed under such chapter on the separate self-employment income
of each spouse.

* S S * S * S

SEC. 6020. RETURNS PREPARED FOR OR EXECUTED BY
SECRETARY.

(a) PRePARATION Or RETURN BY SEcIMzrArY.-If any person shall
fail to make a return required by this title or by regulations prescribed
thereunder, but shall consent to disclose all information necessary for
the preparation thereof, then, and in that case, the Secretary may pre-
pare such return, which being signed by such person, may be received
by the Secretary as the return of such person.

(b) EXECUTION OF RETURN BY SECRETARY.-

(1) AUTHORrTY OF SECRETARY TO EXECUTE RErURN.-If any
person fails to make any return (other than a declaration of esti-
mated tax required under section 6015) required by any internal
revenue law or regulation made thereunder at the time prescribed

0
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therefor, or makes, willfully or otherwise, a false or fraudulent
return, the secretary shall make such return from his own knowl-
edge and from such information as he can obtain through testi-
mony or otherwise.

(2) STATUS OF it'nTuJxs.---Xnv return so made and subscribed
by the Secretary shall be prima facie good and sufficient for all
legal purposes.

SEC. 6050A. REPORTING REQUIREMENTS OF CERTAIN
FISHING BOAT OPERATORS.

(a) RE.owrs.--The operator of a boat on which one or more indi-
viduals, during the calendar year, perform services described in section
3121(b) (20) shall submit to the Secretary (at such time, and in such
manner and form, as the Secretary shall by regulations prescribe)
information respecting-

(1) the identity of each individual performing such services;
(2) the percentage of each such individual's share of the

catches of fish or other forms of aquatic animal life, and the per-
centage of the operator's share of such catches;

(3) if such individual receics his share in kind, the type and
weight of such share, together with such other information as the
Secretary may prescribe by regulations rea:,onably necessary to
determine the value of such share; and

(4) if such individual receives a share of the proceeds of such
catches, the amount so received.

(b) WIUTEN STATLMENT.-Every person making a return under
subsection (a) shall furnish to each person whose name is -,et forth in
such return a written statement showing the information relating to
such person contained in such return. The written .!atemient required
under the preceding sentence shall be furnished to the person on or
before January 31 of the year following the calendar year for which
the return under subsection (a) was made.1

SUBPART C-INFORMATION REGARDING WAGES PAID E-1PLOYEEM

SEC. 6051. RECEIPTS FOR EMPLOYEES.
(a) REQuIILEMHET.-Every person required to deduct and withhold

from an emlployee a tax under section 3101 or 340-2, or who would have
been required to deduct and withhold a tax under section 3402 (deter-
mined without regard to subsection (n)) if the employee had claimed
no more than one withholding exemption, shall furnish to each such

SSection &150A was added by wectio 1207(e) (3) of P.L 94-45r elective for calendar
yars aftar 19T&.
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employee in respect of the remuneration paid by such person to such
employee during the calendar year, on or before January 31 of the
succeeding year, or, if his employment is terminated before the close of
such calendar year, on the day on which the last payment of remunera-
tion is made, a written statement showing the following:

(1) the name of such person,
(2) the name of the employee (and his social security account

number if wages as defined in section 3121(a) have been paid),
(3) the total amount of wages as defined in section 3101(a),
(4) the total amount deducted and withheld as tax under sec-

tion 340-2,
(5) the total amount of wages as defined in section 3121(a),

and
(6) the total amount deducted and withlheld as tux under sec-

tion 3101.
In the case of compensation paid for service as a member of a uni-
formed service, the statement shall show, in lieu of the amount re-
quired to be shown by paragraph (5), the total amount of wages as
defined in section 3121 (a), computed in accordance with such section
and section 3121(i) (2). In the case of compensation paid for service
as a volunteer or volunteer leader within the meaning of the Peace
Corps Act, the statement shall show, in lieu of the amount required to
be shown by paragraph (5), the total amount of wages as defined in
section 3121 (a), computed in accordance with such section and section
3121(i) (3). In the caLse of tips received by an employee in the course
of his employment, the amounts required to be shown by paragraphs
(3) and (5) shall include only such tips as are included in statements
furnished to the employer pursuant to section 6053(a). The amounts
required to be shown by paragraph (5) -hall not include wages which
are exempted pursuant to sections 3101 (c) and 3111 (c) from the taxes
imposed by sections 3101 and 3111.2

(b) SPECIAL RULE AS TO COMPENSATION OF ,, MEMi-as (Ir ARMErD
FoncEs.-In the case of compensation paid for service as a member
of the Armed Forces, the statement required by subsection (a) shall
be furnished if any tax *us withheld during the calendar year under
section 3402., or if any of the compensation paid during such year is
ineludible in gross income under chapter 1, or if during the calendar
year any amount was required to be withheld as tax under section
3101. In lieu of the amount required to be shown by paragraph (3)
of subsection (a), such statement shall show as wages paid during
the calendar year the amount of such compensation paid during the

1 Subsection (a) was amended by section 317(b) (3) of P.L. 95-216. 0
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calendar year which is not excluded from gross incoine under chapter
*e 1 (whether or not such compe-sation coiistituted wagcs as defined in

section 3401 (a) ).
(c) ADDITIONAL RrCi iU:Lyiamsrs.-lThe stattements required to be

furnished pursuant to this section ih respect of any remuneration shall
be furnished at such other times, shall contain such other information,
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and shall be in such form as the Secretary may by regulations pre-
* scribe. The statements required under this section shall also show the

proportion of the total amount withheld as tax under section 3101
which is for financing the cost of hospital insurance benefits under
part A of title XVIII of the Sodial Security Act.

(d) STJTEMENTS To CO2S~Tu.TE INVORM.%TIOX RETUR.,s.-A dupli-
cate of any statement made pursuant to this section and in accord-
ance with regulations prescribed by the Secretary shall, when required
by such regulations, be filed with the Secretar).

(e) RAILROAD EwiiWLOYE~s.-
(1) ADDITIONAL Ri.QUiRuMFE.T.-Every person required to

deduct and withhold tax under section 3201 from an employee
shall include on or with the statement required to be furnished
such employee under subsection (a) a notice concerning the pro-
visions of this title with respect to the allowance of a credit or
refund of the tax on wages imposed by section 3101 (b) and the tax
on compensation imposed by section 3201 or 3211 which is treated
as a tax on wages imposed by section 3101(b).

(2) INFORMATION TO BE SUPPLIED TO EMPLOyExs.-Each person
required to deduct and withhold tax under section 3201 during
any year from an employee who has also received wages during
such year subject to the tax imposed by section 3101(b) shall,
upon request of such employee, furnish to him a written statement
showing-

(A) the total amount of compensation with respect to
which the tax imposed by section 3201 was deducted,

(B) the total amount deducted as tax under section 3201,
und

(C) the portion of the total amount deducted as tax under
section 2201 which is for financing the cost of hospital insur-
ance under part A of title XVIII of the Social Security Act.

SEC. 6053. REPORTING OF TIPS.1

(a) REoPrs BY EI[PLOiYEES.-Every employee who, in the course of
his employment by an employer, receives in any calendar month tips
which are wages (as defined in section 3121 (a) or section 3401 (a)) or
which are compensation (as defined in section 3231(e)) shall report
all such tips in one or more written statements furnished to his em-
ployer on or before the 10th day following such month. Such state-
ments shall be furnished by the employee under such regulations, at
such other times before such 10th day, and in such form and manner,
as may be prescribed by the Secretary.

(b) STATEMENTS FuRiNISIIED BY E3mrLOYmRS.-If the tax imposed
by section 3101 or section 3201 (as the case may be) with respect to

I See section 2111 of P.L. 94-4-55 which is printed in this document on page 783.
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tips reported by an employee pursuant to subsection (a) exceeds the
tax which can be collected by the employer pursuant to section 3102 or
section 3202 (as the case may be), the employer shall furnish to the
employee a written statement showing the amount of such excess. The
statement required to be furnished pursuant to this subsection shall
be furnisl.ed at such time, shall contain such other information, and
shall be it such iorm as the Secretary may by regulations prescribe.
When required by such regulations, a duplicaie of any such statement
shall be filed with the Secretary.

SEC. 6061. SIGNING OF RETURNS AND OTHER DOCU-
MENTS.

Except as otherwise provided by sections 6062 and 6003, any re-
turn, statement, or other document required to be made under any
provision of the internal revenue laws or regulations shall be signed
in accordance with forms or regulations prescribed by the Secretary.

SEC. 6064. SIGNATURE PRESUMED AUTHENTIC.
The fact that an individual's name is signed to a return, statement,

or other document shall be prima facie evidence for all purposes that
the return, statement, or other document was actually signed by him.

SEC. 6065. VERIFICATION OF RETURNS.
Except as otherwise provided by the Secretary, any return, declara-

tion, statement, or other document required to be made under any pro-
vision of the internal revenue laws or regulations shall contain or be
verified by a written declaration that it is made under the penalties of
perjury.

SEC. 6071. TIME FOR FILING RETURNS AND OTHER
DOCUMENTS.

(a) GENERAL RULE.-When not otherwise provided for by this
title, the Secretary shall by regulations prescribe the time for filing any
return, statement, or other document required by this title or by
regulations.

* * * * * *•

SEC. 6072. TIME FOR FILING INCOME TAX RETURNS.
(a) GENERAL RULE.-In the case of returns under section 6012, 6013,

6017, or 6031 (relating to income tax under subtitle A), returns made
on the basis of the calendar year shall be filed on or before the 15th
day of April following the close of the calendar year and returns made
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on the basis of a fiscal year shall be filed on or before the 15th day
* of thi fourth month following the close of the fiscal year, except as

otherwise provided in the following subsections of this section.

SEC. 6081. EXTENSION OF TIME FOR FILING RETURNS.
(a) GENErL RuEi.--The Secretary may grant a reasonable ex-

tension of time for filing any return, declaration, statement, or other
document required by this title or by regulations. Except in the case of
taxpayers who are abroad, no such extension shall be for more than
6 months.

* S * * * S S

SEC. 6091. PLACE FOR FILING RETURNS OR OTHER
DOCUMENTS.

* * S S S S S

(b) TAx RrETuits.-In the case of returns of tax required under
authority of part II of this subchapter-

(1) PERSONS OMYJER THAN CORPORATIONS-
(A) GENERAL nuL..-Except as provided in Fubmr.agraph

(B), a return (other than a corporation return) shall be
made to the Secretary-

(i) in the internal revenue district in which is located
the legal residence or principal place of business of the
person making the return, or

(ii) at a service center serving the internal revenue
district referred to in clause (i),

as the Secretary may by regulations designate.
(B) ExcwrorN.--Returns of-

(i) persons who have no legal residence or principal
place of business in any internal revenue district,

(ii) citizens of the United States whose principal
place of abode for the period with respect to which the
return is filed is outside the United States,

(iii) persons who claim the benefits of section 911
(relating to earned income from sources without the
United States), section 931 (relating to income from
sources within possessions of the United States), or sec-
tion 933 (relating to income from sources within Puerto
Rico),

(iv) nonresident alien persons, and
(v) persons with respect to whom an assessment was

made under section 6851(a) (relating to termination
Am assessments) with respect to the taxable year,

cc&
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shall be made at such place as the Secretary may by regula-
tions designate.

(2) CORPORATIONs-

(A) GENER.L RULL.-Except as provided in subpara-
graph (B), a return of a corporation shall be made to the
Secretary-

(i) in the internal revenue district in which is located
the principal place of business or principal office or
agency of the corporation, or

(ii) at a service center serving the internal revenue
district re ferreld to in clause (i),

as the Secretary may by regulations designate.
(B) ExciPrrioN.-Returns of-

(i) corporations which have no principal place of
business or principal office or agency in any internal
revenue district,

(ii) corporations which claim the benefits of section
936 (relating to possession tax credit)',

(iii) foreign corporations, and
(iv) corporations with respect to which an assessment

was made under section 6851(a) (relating to termina-
tion assessments) with respect to the taxable year,

shall be made at such place as the Secretary may by regula- *
tions designate.

SEC. 6101. PERIOD COVERED BY RETURNS OR OTHER
DOCUMENTS.

When net expenses provided for by this title, the Secretary may by
regulations prescribe the period for which, or the date as of which, any
return, statement, or other document required by this title or by regula-
tion shall be made.

SEC. 6103. CONFIDENTIALITY AND DISCLOSURE OF RE-
TURNS AND RETURN INFORMATION.

(a) GENERAL RULE.-Returns and return information shall be
confidential, and except as authorized by this title-

(1) no officer or employee of the United States,
(2) no officer or employee of any State or of any local child

support enforcement agency who has or had access to returns or
return information under this section, and

(3) no other person (or officer or employee thereof) who has
or had access to returns or return information under subsection
(e) (1) (D) (iii) or subsection (n),

'Clause (it) was amended to read u shown here effective for taxable years beginning
after December 81, 1979 by section 1052 of P.L. 94-455.
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shall disclose any return or return information obtained by him in any
* manner in connection with his service as such an officer or an employee

or otherwise or under the provisions of this section. For purposes of
this subsection, the tern "officer or employee" includes a former officer
or employee.

(1) DiscOsuitz or RETURNS AND RETURN INFORMATION FOR Pux-
ros•s Ovria THAN TAx ADMINIsTRATION.-

(1) DLscLosuRz or CERTAIN RETURNS AND RETURN INFORMA-
TION TO SOCIAL SECURITY ADMINISTRATION AND RAILROAD RETIRE-
MENT BOARD.-The Secretary may, upon written request, disclose
returns and return information with respect to-

(A) taxes imposed by chapters 2, 21, and 24, to the Social
Security Administration for purposes of its administration
of the Social Security Act;

(B) a plan to which part I of subchapter D of chapter 1
applies, to the Social Security Administration for purposes
of carrying out its responsibility under section 1131 of the
Social Security Act, limited, however to return information
described in section 6057(d) ; and

(C) taxes imposed by chapter 22, to the Railroad Retire-
ment Board for purpose of its administration of the Rail-
road Retirement Act.

(5) DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE.-
Upon written request by the Secretary of Health, Education,
and Welfare, the Secretary may disclose information returns
filed pursuant to part III of subchapter A of chapter 61 of
this subtitle for the purpose of carrying out, in accordance
with an agreement entered into pursuant to section 232 of the
Social Security Act, an effective return processing program.

(6) DISCLOSURE OF RETURN INFORMATION TO FEDERAL, STATE,
AND LOCAL CHILD SUPPORT ENFORCEMENT AGENCIES.-

(A) RETURN INFORMATION FROM INTERNAL REVENUE
SERVICE.-The Secretary may, upon written request, dis-
close to the appropriate Federal, State, or local child sup-
port enforcement agency-

(i) available return information from the master
files of the Internal Revenue Service relating to the
address, filing status, amounts and nature of income,
and the number of dependents reported on any re-
turn filed by, or with respect to, any individual with

* respect to whom child support obligations are sought
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to be established or enforced pursuant to the provi-
sions of part D of title IV of the Social Security Act
and with respect to any individual to whom such sup-
port obligations &re owing, and

(ii) available return information reflected on any
return filed by, or with respect to, any individual
described in clause (i) relating to the amount of such
individual's gross income (as defined in section 61)
or consisting of the names and addresses of payers
of such income and the names of any dependents re-
ported on such return, but only if such return in-
formation is not reasonably available from any other
source.

(B) RsTaic'rioN oN DISCLOSURE.-The Secretary shall
disclose return information under subparagraph (A)
only for purposes of, and to the extent necessary in, es-
tablishing and collecting child support obligations from,
and locating, individuals owing such obligations.

* * * * $ $

(p) Procedure and Recordkeeping.-

(4) SAFFou.%Ris.-Any Federal agency described in .-ubsection
(h)(2), (i)(1), (2) or (5), (j)(1) or (2), (1)(1), (2), or (5),
or (o) (1), the General Accounting Office, or any agency, body, or
commission described in subsection (d) or (1) (3) or (6) shall,
as a condition for receiving returns or return information-

(A) establish and maintain, to the satisfaction of the Sec-
retary, a permanent system of standardized records with
respect to any request, the reason for such request, and the
date of such request inade by or of it and any disclosure of
return or return information inade by or to it;

(B) establish and maintain, to the satisfaction of the Sec-
retary, a secure area or place in which such returns or return
information shall be stored;

(C) restrict, to the satisfaction of the Secretary, access to
the returns or return information only to pel':ons whose duties
or responsibilities require access and to whom disclosure may
be made under the provisions of this title;

(D) provide such other safeguards which the Secretary
determines (and which lie prescribes in regulations) to be
necessary or appropriate to protect the confidentiality of the
returns or return information;

(E) furnish a report to the Secretary, at such time and
containing such information as the Secretary may prescribe,

672



IRC Sec. 6103(p)

which de.ieribes the procedunl s estab•ished and utilized by
such agency, body, or commi.-fsion or the General Accounting
Office for ensuring the confidentiality of returns and return
information required by this paragraph; and

(F) upon completion of use of such returns or return
information-

(i) in the case of an agency, body, or commission
described in subsection (d) or (1) (6), return to the Secre-
tary such returns or return information (along with any
copies made therefrom) or make such returns or return
information undisclosable in any manner and furnish a
written report to the Secretary describing such manner;
and

(ii) in the case of an agency described in subsections
(h) (2), (i) C1)9 (2), or (5), (j) (1) or (2), (1) (1), (2)9
or (5), or (o) (1), the commission described in subsection
(1) (3), or the General Accounting Office, either-

(I) return to the Secretary such returns or return
information (along with any copies made there-
from),

(II) otherwise make such returns or return infor-
mation undisclosable, or

(III) to the extent not so returned or made undis-
closable, ensure that the conditions of subparagraphs
(A), (B), (C), (D), and (E) of this paragraph con-
tinue to be met with respect to such returns or
return information.

except that the conditions of subparagraphs (A), (B), (C), (D),
and (E) shall cease to apply with respect to any return or return
information if, and to the extent that, such return or return infor-
mation is disclosed in the course of any judicial or administrative
proceeding and made a part of the public record thereof. If the
Secretary determines that any such agency, body, or commission
or the General Accounting Office has failed to, or does not, meet
the requirements of this paragraph, he may, after any proceedings
for review established under paragraph (7), take such actions as
are necessary to ensure such requirements are met, including refus-
ing to disclose returns or return information to such agency, body,
or commission or the General Accounting Office until he deter-
mines that such requirements have been or will be met.
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SEC. 6109. IDENTIFYING NUMBERS.
(a) SUPPLYING OF IDENTIFYING Nu'usLa.-MWhen required by reg-

ulations prescribed by the Secretary:
(1) INCLUSION I1 RETL'uNs.-Any person required under the

authority of this title to make a return, statement, or other docu-
ment shall include in such return, statement, or other document
such identifying number as may be prescribed for securing
proper identification of such person.

(2) FuR.NiSniI NUMBER TO OTHER PusoNs.-Any person with
respect to whom a return, statement, or other document is re-
quired under the authority of this title to be made by another
person shall furnish to such other person such identifying num-
ber as may be prescribed for securing his proper identification.

(3) FURNISHINO NUMBER OF AN(I'IIFR PERMJN.-Any person re-
quired under the authority of this title to make a return, state-
ment, or other document with respect to another person shall
request from such other person, and shall include in any such
return, statement, or other document, such identifying number
as may be prescribed for securing proper identification of such
other person.

(4) Fua.isHmno IENTIFYING NUMBER OF INCOME TAX RETURN
P_.EPARER.-Any return or claim for refund prepared by an income
tax return preparer shall bear such identifying number for
securing proper identification of such preparer, his employer, or
both, as may be prescribed. For purposes of this paragraph, the
terms "return" and "claim for refund" have the respective mean-
ings given to such terms by section 6696 (e).

For purposes of this subsection, the identifying number of an indi-
vidual (or his estate) shall be such individual's social security account
number.

(b) LiMrrATioN.--
(1) Except as provided in paragraph (2), a return of any

person with respect to his liability for tax, or any statement or
other document in support thereof, shall not be considered for
purposes of paragraphs (2) and (3) of subsection (a) as a re-
turn, statement, or other document with respect to another person.

(2) For purposes of paragraphs (2) and (3) of subsection
(a), a return of an estate or trust with respect to its liability for
tax, and any statement or other document in support thereof, shall
be considered as a return, statement, or other document with
respect to each beneficiary of such estate or trust.

(c) REQUIRMUENT OF INFORMATION.-For purposes of this section,
the Secretary is authorized to require such information as may be
necessary to assign an identifying number to any person.
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(d) USE (F SE'I.(O SzEtC'tTy Aco',U'XT NuMnwn.--'he z)cial secu-
* rity account nimuiber issued to an individual for purposes of section

205(v) (2) (A) of the Social Security Act, shall, except as shall other-
wisA be specified under regulations of the Secretary, be used as the
identifying number for such individual for purpoes of this title.

* * 9 9 9 9

CHAPTER 62-TIME AND PLACE FOR PAYING TAX
* * 9 9 * 9 9

SEC. 6151. TIME AND PLACE FOR PAYING TAX SHOWN
ON RETURNS.

(a) GENERAL Ru,,.-Except as otherwise provided in this section,
when a return of tax is required under this title or regulations, the
person required to make such return shall, without asse..snent or notice
and demand from the Secret.:ry, pay such tax to the internal revenue
officer with whom the return is filed, and shall pay such tax at the
time and place fixed for filing the return (determined without regard
to any extension of time for tiling the return).

SEC. 6152. INSTALLMENT PAYMENTS.
(a) PRn'vIEG To ELEw-r To MAKE INSTALLMENT PAYMENTS.-

(3) EMPLOYEFs SUBJECT TO UNEMPLOYMENT TAX.-[Repealed.]
(b) DATES PRESCRIJWA FOR PAYM•EXTS OF INS-TALLMENTS.-

(1) FoUl1 INSTALLMENTS.-I!n any case (other than payment of
estimated income tax) in which the tax may be paid in four in-
stallments, the first installment shall be paid on the date prescribed
for the payment of the tax, the second instalhnent shall be paid
on or before 3 months, the third installment on or before 0 months,
and the fourth installment on or before 9 months, after such date.

(2) Two INSTALLMENTS.-In any case (other than payment of
estimated income tax) in which the tax may be paid in two install-
ments, the first installment shall be paid on the date prescribed
for the payment of the tax, and the second installment shall be
paid on or before 3 months after such date.

9 * * * , 9 9

SEC. 6155. PAYMENT ON NOTICE AND DEMAND.
(a) GENERAL RUE.-Upon receipt of notice and demand from the

Secretary, there shall be paid at the place and time stated in such
notice the amount of any tax (including any interest, additional
amounts, additions to tax, and assessable penalties) stated in such
notice and demands.

675



IRC Sec. -16'1(a)

SEC. 6161. EXTENSION OF TIME FOR PAYING TAX.
(a) AMouXT DEmRMuixD By TAXPAYEFtozo R rON r.-

(1) GE.NUL4L RLu.m-The Secretary, except as otherwise pro-
vided in this title, may extend the time for payment of the
amount of the tax shown, or required to be shown, on any return
or declaration required under authority of this title (or aniy
installment thereof), for a reasonable period not to exceed 6
months (12 months in the case ol estate tax) from the date
fixed for payment thereof. Such extension may exceed 6 months
in the case of a taxpayer who is abroad.

CHAPTER 63-ASSESSMENTS
* * * * * *

SUBCHAPTER A-IN GENERAL

SEC. 6201. ASSESSMENT AUTHORITY.
(a) * " *

(4) Erroneous credit under section 39 or 43.-If on any return
or claim for refund of income taxes under subtitle A there is an
overstatement of the credit allowable by section 39 (relating to
certain uses of gasoline, special fuels, and lubricating oil) or sec-
tion 43 (relating to earned income), the amount so overstated
which is allowed against the tax shown on the return or which is
allowed as a credit or refund may be assessed by the Secretary
in the same manner as in the case of a mathematical error
appearing upon the return.'

SZC. 6205 SPECIAL RULES APPLICABLE TO CERTAIN
EMPLOYMENT TAXES.

(a) ADJUSTMENT oF TAX.-
(1) GENERAL RULE.-If less than the correct amount of tax

imposed by section 3101, 3111, 3201, 3221, or 3402 is paid with
respect to any payment of wages or compensation, proper adjust-
ments, with respect to both the tax and the amount to be deducted,
shall be made, without interest, in such maimer and at such times
the Secretary may by regulation prescribe.

(2) UNITED STATES AS EMPLoYER.-For purposes of this sub-
section, in the case of remuneration received from the United

secton 6201(a) (4) was amended by section 204(b) (2) of Public LAw --12.
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States or a wholly-owned instrumentality thereof during any cal-
endar year, each head of a Federal agency or instrumentality who
makes a return pursuant to section 3122 and each agent, desig-
nated by the head of a Federal agency or instrumentality, who
makes a return pursuant to such section shall be deemed a sepa-
rate employer.

(3) GuAM OR AMERICAN SAMOA AS EMPL.OYER.-For purposes of
this subsection, in the case of remuneration received during any
calendar year from the Government of Guam, the Government
of American Samoa, a political subdivision of either, or any in-
strumentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of Ameri-
can Samoa, and each agent designated by either who makes a
return pursuant to section 3125 shall be deemed a separate
employer.

(4) D c'mucr or COLUABIA AS EiapLOYEu.-For purposes of this
subsection, in the case of remuneration received during any calen-
dar year from the District of Columbia or any instrumentality
which is wholly owned thereby, the Mayor of the District of
Columbia and each agent designated by him who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(b) UNDEILPAYMENTS.-If less than the correct amount of tax im-
posed by section 3101, 3111, 3201, 3221, or 3402 is paid or deducted
with respect to Any payment of wages or compensation and the under-
payment cannot be adjusted under subsection (a) of this section, the
amount of the underpayment shall be assessed and collected in such
manner and at such times (subject to the statute of limitations prop-
erly applicable thereto) as the Secretary may by regulations prescribe.

* a a a * a a

CHAPTER 64-COLLECTION
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SEC. 6301. COLLECTION AUTHORITY.
The Secretary shall collect the taxes imposed by the internal revenue

laws.

B 'This table of contents does not appear in the law In this form.
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SEC. 6302. MODE OR TIME OF COLLECTION.
(a) ESTABI.ISM•13ENT Y REouLATIO..Ns.-If the mode or time for col-

lecting any tax is not provided for by this title, the Secretary may
establish the same by regulations.

(b) DSRETIONARY MET11OD.-IWhether or not the method of col-
lecting any tax imposed by chapters 21, 31, 32, 33, section 4481 of
chapter 36, section 4501 (a) of chapter 37 is specifically provided for
by this title, any such tax may, under regulations prescribed by the
Secretary, be collected by means of returns, stamps, coupons, tickets,
books, or such other reasonable devices or methods as may be necessary
or helpful in securing a complete and proper collection of the tax.

(c) Usz or GOvERXMENT DEPosITAms.--The Secretary may
authorize Federal Reserve banks, and incorporated banks or trust
Companies which are depositaries or financial agents of the United
States, to receive any tax imposed under the internal revenue laws,
in such manner, at such time,,, and under such conditions as he may
prescribe; and he shall prescribe the manner, times, and conditions
under the receipt of such tax by such banks and trust companies is
to be treated as payment of such tax to the Secretary.

SEC. 6303. NOTICE AND DEMAND FOR TAX.
(a) GENERAL RuiL.--Where it is not otherwise provided by this title,

the Secretary shall, as soon as practicable, and within 60 days, after
the making of an assessment of a tax pursuant to section 6203, give
notice to each person liable for the unpaid tax, stating the amount
and demanding payment thereof. Such notice shall be left at the
dwelling or usual place of business of such person or shall be sent
by mail to such person's last known address.

(b) AsS,;Es.iIENT PRIOR TO LAs-r DATE FORi PIAY3ENT.-EXceit where
the Secretary believes collection would be jeopardized by delay, if
any tax is assessed prior to the last date prescribed for payment of
such tax, payment of such tax shall not be demanded under subsection
(a) until after such date.

SEC. 6305. COLLECTION OF CERTAIN LIABILITY.
(a) IN GY.,'mtir.-Upon receiving a certification from the Secretary

of Health, Education, and Welfare, under section 452(b) of the Social
Security Act with respect to any individual, the Secretary shall assess
and collect the amount certified by the Secretary of Health, Education,
and Welfare, in the same manner, with the same powers, and (except
as provided in this section) subject to the same limitations as if such
amount were a tax imposed by subtitle C the collection of which would
be jeopardized by delay, except that-

0
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(1) no interest or penalties shall be assessed or collected,
(2) for such purposes, paragraphs (4), (6), and (8) of sec-

tion 6334(a) (relating to property exempt from levy) shall not
apply,

(3) there shall be exempt from levy so much of the salary,
wages, or other income of an individual as is being withheld there-
from in garnishment pursuant to a judgment entered by a court
of competent jurisdiction for the support of his minor children,
and

(4) in the case of the first assessment against an individual for
delinquency under a court order against such individual for a
particular person or persons, the collection shall be stayed for a
period of 60 days immediately following notice and demand as
described in section 6303.

(b) RvIEw or AssEss.MENTS AND Cou.EcoNs.-No court of the
United States, whether established under article I or article III of the
Constitution, shall hive jurisdiction of any action, whether legal or
equitable, brought to restrain or review the assessment and collection
of amounts by the Secretary or his delegate under subsection (a), nor
shall any such assessment and collection be subject to review by the
Secretary in any proceeding. This subsection does not preclude any
legal, equitable, or administrative action against the State by an indi-
vidual in any State court or before any State agency to determine his
liability for any amount assessed against him and collected, or to
recover any such amount collected from him, under this section.

SEC. 6313. FRACTIONAL PARTS OF A CENT.
In the payment of any tax imposed by this title, a fractional part

of a cent shall be disregarded unless it amounts to one-half cent or
more, in which case it shal be increased to 1 cent.

SEC. 6314. RECEIPTS FOR TAXES.
(a) GENMEL Rujz.-The Secretary shall, upon request, give

receipts for all sums collected by him, excepting only when the same
are in payment for stamps sold and delivered; but no receipt shall be
issued in lieu of a stamp representing a tax.

SEC. 6331. LEVY AND DISTRAINT.
(a) AUTI1ORITY OF SECRETARY OR DELFGATrE-If any person liable

to pay any tax neglects or refuses to pay the same within 10 days
after notice and demand, it shall be lawful for the Secretary to collect
such tax (and such further sum as shall be sufficient to cover the ex-

* penses of the levy) by levy upon all property and rights to property
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(except such property as is exempt under section 6334), belonging to
such person or on which there is a lien provided in this chapter for
the payment of such tax. Levy may be made upon the accrued salary
or wages of any officer, employee, or elected official, of the United
States or the District of Columbia, or any agency or instrumentality of
the United States or the .District of Columbia, by serving a notice of
levy on the employer (as defined in section 3401(d)) of such officer,
employee, or elected official. If the Secretary makes a finding that the
collection of such tax is in jeopardy, notice and demand for immediate
payment of such tax may be made by the Secretary and, upon failure
or refusal to pay such tax, collection thereof by levy shall be lawful
without regard to the 10-day period provided in this section.

(b) SEIZURE AN4D SALE or Paonmrry.-The term "levy" as used in
this title includes the power of distraint and seizure by any means.
Except as otherwise provided in subsection (d) (3), a levy shall extend
only to property possessed and obligations existing at the time thereof.
In any case in which the Secretary may levy upon property or rights
to property, he may seize and sell such property or rights to property
(whether real or personal, tangible or intangible).

SEC. 6334. PROPERTY EXEMPT FROM LEVY.
(a) ENwUKa.&ATION.--There shall bY3 exempt from levy-

(4) UNEMPLYMENT BENEFrro.-Any amount payable to an
individual with respect to his unemployment (including any por-
tion thereof payable with respect to dependents) under an unem-
ployment compensation law of the United States, of any State, or
of the District of Columbia or of the Commonwealth of Puerto
Rico.

(6) CERTAIN ANNUITY AND PENSION PAYMENTs.-Annuity or
pension payments under the Railroad Retirement Act, benefits
under the Railroad Unemployment Insurance Act, special pension
payments received by a person whose name has been entered on
the Army, Navy, Air Force, and Coast Guard Medal of Honor
roll (38 U.S.C. 562), and annuities based on retired or retainer
pay under chapter 73 of title 10 of the United States Code.

(7) WORKMEN'S COMPENSATION.-Any amount payable to an
individual as workmen's compensation (including any portion
thereof payable with respect to dependents) under a workmen's
compensation law of the United States, any State, the District of
Columbia, or the Commonwealth of Puerto Rico.
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(8) JUDGMENTS FOR SUPPORT OF MINOR CuiLDREN.-If the tax-
payer is required by judgment of a court of competent jurisdic-
tion, entered prior to the date of levy, to contribute to the support
of his minor children, so much of his salary, wages, or other in-
come as is necessary to comply with such judgment.

CHAPTER 65-ABATEMENTS, CREDITS, AND REFUNDS
* C C 4, 4* 4

SUBCHAPTER A-PROCEDURE IN GENERAL
* C C C. C * C

SEC. 6401. AMOUNTS TREATED AS OVERPAYMENTS.'

(a) ASSESSMENT AND COLLECTION AFrA•R LIMITATION PERIOD.-Tha
term "overpayment" includes that part of the amount of the payment
of any internal revenue tax which is assessed or collected after the
expiration of the period of limitation properly applicable thereto.

(b) ExcF8ss C-uRTwS.-If the amount allowable as credits under sec-
tions 31 (relating to tax withheld on wages), 39 (relating to certain
uses of gasoline, special fuels, and lubricating oil), and 43 (relating
to earned income credit), exceeds the tax iniposel by subtitle A (re-
duced by the credits allowable under subpart A of part IV of sub-

* chapter A of chapter 1, other than the credits allowable under sec-
tions 31, 39, and 43), the amount of such excess shall be considered an
overpayment.

(c) RULz WHIIERE No TAX LIAmrYrr.-An amount paid as tax shall
not be considered not to constit ite an overpayment solely oy reason of
the fact that there was no tax lit bility in respect of which ;uch amount
was paid.

SITBCHAPTER B-RULES OF SPECIAL APPLICATION

SEC. 6413. SPECIAL RULES APPLICABLE TO CERTAIN
EMPLOYMENT TAXES.

(a) ADJ Lu Tm ENT or TAX.- I
(1) GENE.RtA, RULLF-If inore than the correct amount of tax

iznlxmed by section 3101, 3111, 3201, 3221, or 3402 is paid with
respect to any payment of remuneration, proper adjustments,
with respect to both the tax and the amount to be deducted, shall
be made, without interest, in such manner and at such times as the
Secretary may by regulations prescribe.

S,.,lain 6W401 was aruendd by section 204(b) (1) of Public AW 94-12. and by section
701() P.L, I 4--4. For effective data an section 209(b) of PubLic Law $4-42 am

aely setior 401 (c) (1) (A) a Puble Law 94
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(2) U.NITD STATES\SAS F3tPLOYJR.L-For purposes of this subsec- ,
tion, in the case of remuneration received from the United States i
or a wholly-owned instrumentality thereof during any calendar
year, each head of a Federal agency or instrumentality who makes
a return pursuant to section 3122 and each agent, designated by
the head of a Federal agency or instrumentality, who makes a
return pursuant to such section shall be deemed a separate
employer.

(3) GUAM OR AMERICAN SAMOA AS EMPLOYER.-For purposes of
this subsection, in the case of remuneration received during any
calendar year from the Government of Guam, the Government of
American Samoa, a political subdivision of either, or any instru-
mentality of any one or more of the foregoing which is wholly
owned thereby, the Governor of Guam, the Governor of American
Samoa, and each agent designated by either who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(4) DIsTmIc-r OF COLUMBIA AS EMPLOYER.-For purposes of this
subsection, in the case of remuneration received during any cal-
endar year from the District of Columbia or any instrumentality
which is wholly owned thereby, the Mayor of the District of
Columbia and each agent designated by him who makes a return
pursuant to section 3125 shall be deemed a separate employer.

(b) OFMWAY1ENNTS oF CERTAIN EMPLOYMENT TAXEs.-If more than
the correct amount of tax imposed by section 3101, 3111, 3201, 3221, or
3-02 is paid or deducted with respect to any payment of remuneration
and the overpayment cannot be adjusted under subsection (a) of this
section, the amount of the overpayment shall be refunded in such man-
ner and at such times (subject to the statute of limitations properly
applicable thereto) as the Secretary may by regulations prescribe.

(C) SPECIAL RFXUNDS.-
(1) IN GENERAL.- If by reason of an employee receiving wages

from more than one employer during a calendar year the wages
received by him during such year exceed the contribution and
benefit base (as determined under section 230 of the Social
Security Act)' which is effective with respect to such year, the
employee shall be entitled (subject to the provisions of section 31
(b)) to a credit or refund of any amount of tax, with respect to
such wages, imposed by section 3101 or section 3201, or by both
such sections, and deducted from the employee's wages (whether
or not paid to the Secretary), which exceeds the tax with respect
to the amount of such wages received in such year which is equal
to such contribution and benefit base. The term "wages" as used
in this paragraph shall, for purposes of this paragraph, include
"compensation" as defined in section 3231 (e).

See Apptndix B.
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(2) APPLICABILITY IN CASE OF FEDERAL AND STATE EMPLOYEES,

EMPLOYEES OF CERTAIN FOREIGN CORPORATIONS, AND GOVERNMENTAL

EMPLOYEES IN GUAM, AMERICAN SAMOA, AND TIE DISTRICT OF

COLUMBIA.-

(A) FEDERAL EMPLOTEE8.-IIn the case of remuneration re-
ceived from the United States or a wholly-owned instrumen-
tality thereof during any calendar year, each head of a Fed-
eral agency or instrumentality who makes a return pursuant
to section 3122 and each agent, designated by the head of a
Federal agency or instrumentality, who makes a return pur-
suant to such section shall, for purposes of this subsection, be
deemed a separate employer, and the term "wages" includes
for purposes of this subsection the amount, not to exceed an
amount equal to the contribution and benefit base (as deter-
mined under section 230 of the Social Security Act)I for any
calendar year with respect to which such contribution and
benefit base is effective, determined by each such head or
agent as constituting wages paid to an employee.

(B) STATE EllILoYE.s.-For purposes of this subsection,
in the case of remuneration received during any calendar
year, the term "wages" includes such remuneration for serv-
ices covered by an agreement made pursuant to section 218 of
the Social Security Act as would be wages if such services con-
stituted employment; the term "employer" includes a State
or any political subdivision thereof, or any instrumentality
of any one or more of the foregoing; the term "tax" or "tax
imposed by section 3101" includes, in the case of services cov-
ered by an agreement made pursuant to section 218 of the
Social Security Act, an amount equivalent to the tax which
would be imposed by section 3101, if such services constituted
employment as defined in section 3121; and the provisions of
this subsection shall apply, whether or not any amount de-
ducted from the employee's remuneration as a result of an
agreement made pursuant to section 218 of the Social Security
Act has been paid to the Secretary.

(C) Emxrwis or CERTAIN FOREIGN coRPoRATioNs.-For
purposes of paragraph (1) of this subsection, the term
"wages" includes such remuneration for services covered by
an agreement made pursuant to section 3121(1) as would be
wages if such services constituted employment; the term
"emD]over" includes any domestic corporation which has
entered into an agreement pursuant to section 3121(1); the
term "tax" or "tax imposed by section 3101," includes in the
case of services covered by an agreement entered into pursu-

'See Appendix B.
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ant to section 3121(1), an amount equivalent to the tax which
would be imposed by section 3101, if such services constituted
employment as defined in section 3121; and the provisions of
paragraph (1) of this subsection shall apply whether or not
any amount deducted from the employee's remuneration as
a result of the agreement entered into pursuant to section
3121 (1) has been paid to the Secretary.

(D) GOVERNMENTAL EMPLOYEES 1.N G•TAM.-In the case of
remuneration received from the Government of Guam or any
political subdivision thereof or from any instrumentality of
any one or more of the foregoing which is wholly owned
thereby, during any calendar year, the Governor of Guam
and each agent designated by him who makes a return pur-
suant to section 3125(a) shall, for purposes of this subsection
be deemed a separate employer.

(E) GOVERNMENTAL EMPLOYEES IN AMERICAN SAMOA.-IH
the case of remuneration received from the Government of
American Samoa or any political subdivision thereof or from
any instrumentality of any one or more of the foregoing
which is wholly owned thereby, during any calendar year, the
Governor of American Samoa and each agent designated by
him who makes a return pursuant to section 3125(b) shall,
for purposes of this subsection, be deemed a separate
employer.

(F) GOVERNMENT EMPLOYEES IN TIHE DISTRICT OF COLUM-

BIA.-In the case of remuneration received from the District
of Columbia or any instrumentality wholly owned thereby,
during any calendar year, the Mayor of the District of Co-
lumbia and each agent designated by him who makes a re-
turn pursuant to section 3125(c) shall, for purposes of this
subsection, be deemed a separate employer.

(3) APPLICABILITr WITH RESPECT TO COMPENSATION OF EM-

PIUYEES SUBJECT TO TILE RAILROAD RETIREMENT TAX ACT.-In the
case of any individual who, during any calendar year, receives
wages from pne or more employers and also receives compensa-
tion which is subject to the tax imposed by section 3201 or 3211,
such compensation shall, solely for purposes of applying para-
graph (1) with respect to the tax imposed by section 3101(b),
be treated as wages received from an employer with respect to
which'the tax imposed by section 3101 (b) was deducted.

(d) REFUND OR CREDIT O FEDERAL UNEMPLOYMENT TAx.-Any
credit allowable under section 3302, to the extent not previously
allowed, shall be considered an overpayment, but no interest shall be
allowed, or paid with respect to such overpayment.
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CHAPTER 66-LIMITATIONS
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SEC. 6501. LIMITATIONS ON ASSESSMENT AND COLLEC-
TION.

(a) GENERAL RuL..-Except as otherwise provided in this section,
the amount of any tax imposed by this title shall be assessed within
3 years after the return was filed (whether or not such return was filed
on or after the date prescribed) or, if the tax is payable by stamp,
at any time after such tax became due and before the expiration of
3 years after the date on which any part of such tax was paid, and
no proceeding in court without assessment for the collection of such
tax shall be begun after the expiration of such period.

(b) TImE, RETURN DEEXw. FILED.-
(1) EARLY" RLrURN.-For purposes of this section, a return of

tax imposed by this title, except tax imposed by chapter 3, 21, or
24, filed before the last day prescribed by law or by regulations
promulgated pursuant to law for the filing thereof, shall be con-
sidered as filed on such last day.

(2) RETURN OF CERTAIN EMPLOYMENT TAXES AND TAX IMPOSED BY

CIIAI.rER 3.-For purposes of this section, if a return of tax im-
posed by chapter 3, 21, or 24 for any period ending with or
within a calendar year is filed before April 15 of the succeeding
calendar year, such return shall be considered filed on April 15 of
such calendar year.

(3) RrTUrN EXECUTED BY SECRETARY.-Notwithstanding the
provisions of paragraph (2) of section 6020(b), the execution of
a return by the Secretary pursuant to the authority conferred by
such section shall not start the running of the period of limita-
tion on assessment and collection.

(c) Excw-no ;s.-
(1) FALSE RETURN.-In the case of a false or fraudulent return

with the intent to evade tax, the tax may be assessed, or a proceed-
ing in court for collection of such tax may be begun without
assessment, at any time.

(2) WILLFUL ATTEmP" TO EVADE TAX.-In the case of a willful
attempt in any manner to defeat or evade tax imposed by this title

'This table of contents does not appear to the law In this form.
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(other than tax imposed by subtitle A or B), the tax may be
assessed, or a proceeding in court for the collection of such tax
may be begun without assessment, at any time.

(3) No HLTUaN.-In the case of failure to file a return, the tax
may be assessed, or a proceeding in court for the collection of such
tax may be begun without assessment, at any time.

(4) EXTENSION BY .GIIE.MENT.-Where, before the expiration
of the time prescribed in this section for the assessment of any tax
imposed by this title, except the estate tax provided in chapter 11,
both the Secretary and the taxpayer have consented in writing to
its assessment after such time, the tax may be assessed at any time
prior to the expiration of the period agreed upon. The period so
agreed upon may be extended by subsequent agreements in writ-
ing made before the expiration of the period previously agreed
upon.

SEC. 6502. COLLECTION AFTER ASSESSMENT.
(a) LNGTrh OF PERlOD.-Where the assessment of any tax imposed

by this title has been made within the period of limitation properly
applicable thereto, such tax may be collected by levy or by a proceed-
ing in court, but only if the levy is made or the proceeding begun-

(1) within 6 years after the assessment of the tax, or
(2) prior to the expiration of any period for collection agreed

upon in writing by the Secretary and the taxpayer before the
expiration of such 6-year period (or, if there is a release of levy
under section 6343 after such 6-year period, then before such
release).

The period so agreed upon may be extended by subsequent agreements
in writing made before the expiration of the period previously agreed
upon. The period provided by this subsection during which a tax may
be collected by levy shall not be extended or curtailed by reason of a
judgment against the taxpayer.

(b) DATE WHEN LEvY Is CONSIDERED M.u)E.-The date on which
a levy on property or rights to property is made shall be the date on
which the notice of seizure provided in section 6335(a) is given.

SEC. 6511. LIMITATIONS ON CREDIT OR REFUND.
(a) PERIOD OF LIMITATION• ON FILING CLAIM.--Claimn for credit %,r

refund of an overpayment of any tax imposed by this title in respect
of which tax the taxpayer is required to file a return shall be filed by
the taxpayer within 3 years from the time the return was filed or
2 years from the time the tax was paid, whichever of such periods
expires the later, or if no return was filed by the taxpayer, within
2 years from the time the tax was paid. Claim for credit or refund W

of any overpayment of any tax imposed by this title which is required
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to be paid by means of a stamp shall be filed by the taxpayer within
S3 years from the time the tax was paid.

(b) LIMITATIONS o.N ALLOWANCE OF CREDITS AND REFUNDS.-
(1) FILING OF CLAIM WITHIN I'RIsCItIBED PRRIOD.-NO credit or

refund shall Lbe allowed or made after the expiration of the period
of limitation prescribed in subsection (a) for the filing of a claim
for credit or refund, unless a claim for credit or refund is filed
by the taxpayer within such period.

(2) LIMIT ON AMOUNT OF CREDIT OR RiFUND.-

(A) LiMrr WHERE CLAIM FILED WITHIN 3-YEAR PERIOD.-If
the claim was filed by the taxpayer during the 3-year period
prescribed in subsection (a), the amount of the credit or re-
fund shall not exceed the portion of the tax paid within the
period immediately preceding the filing of the claim, equal to
3 years plus the period of any extension of time for filing the
return. If the tax was required to be paid by means of a
stamp, the amount of the credit or refund shall not exceed
the portion of the tax paid within the 3 years iiianediately
preceding the filing of the claim.

(B) LIMrr WHER cLAIM NOT FIED WITHIN 3-YEAR PZ-
juoD.-If the claim was not filed within such 3-year period,
the amount of the credit or refund shall not exceed the por-
tion of the tLx paid during the 2 years immediately preceding
the filing of the claim.

(C) LIMIT IF No CLAIM FILED.-If no claim was filed, the
credit or refund shall not exceed the amount which would be
allowable under subparagraph (A) or (B), as the case may
be, if claim was filed on the date the credit or refund is
allowed.

(d) SPECIAL RuLEs APpLucALz TO INCOMz TAx.s.-

(5) SPFW PERIOD or LIMITATION wrrH RESPECT TO SELF-
EMPLOYMENT TAX IN CERTAIN CASES.-If the claim for credit or
refund relates to an overpayment of the tax imposed by chapter 2
(relating to the tax on self-employment income) attributable to
an agreement, or modification of an agreement, made pursuant to
section 218 of the Social Security Act (relating to coverage of
3tate and local employees), and if the allowance of a credit or
refund of such overpayment is otherwise prevented by the oper-
ation of any law or rule of law other than section 7122 (relating
to compromises), such credit or refund may be allowed or made

* if claim therefor is filed on or before the last day of the second
year after the calendar year in which such agreement (or modi-

Ado"



IRC Sec. 6511(d)

fication) is agreed to by the State and the Secretary of Health,
Education, and Welfare.

SEC. 6513. TIME RETURN DEEMED FILED AND TAX CON-
SIDERED PAID.

* • * • • •

(c) RETURN AND PAYMENT OF SOCIAL SECURITY TAXES AND INCOME
TAX WITH HOIJ)ING.--Notwithstaniding subsection (a), for purposes of
section 6511 with respect to any tax imposed by chapter 3, 21, or 24-

(1) If a return for any period ending with or within a calendar
year is filed before April 15 of the succeeding calendar year, such
return shall be considered filed on April 15 of such succeeding
calendar year; and

(2) If a tax with respect to remuneration or other amount
paid during any period ending with or within a calendar year is
paid before April 15 of the succeeding calendar year, such tax
shall be considered paid on April 15 of such succeeding calendar
year.

(e) PAYMENTS OF FEDERAL UNEMP1LOY3ME.NT TAx.-Notwithstanding
subsection (a), for purposes of section 6511 any payment of tax im-
posed by chapter 23 which, puisuant to section 6157, is made for a
calendar quarter or other period within a calendar year shall, if made
before the last day prescribed for filing the return for the calendar
year (determined without regard to any extension of time for filing),
be considered made on such last day.

SEC. 6521. MITIGATION OF EFFECT OF LIMITATION IJN
CASE OF RELATED TAXES UNDER DIFFIUR-
ENT CHAPTERS.

(a) SELF-EiaIPoyYM-ENT TAX AND TAX OX WAGES.-In the case of
the tax imposed by chapter 2 (relating to tax on self-employnient
income) and the tax imposed by section 3101 (relating to tax on em-
ployees under the Federal Insurance Contributions Act)-

(1) If an amount is erroneously treated as self-employment
income, or if an amount is erroneously treated as wages, and

(2) If the correction of the error would require an assessment
of one such tax and the ref und or credit of the other tax, and

(3) If at any time the correction of the error is authorize4 as
to one such tax but is prevented as to the other tax by any law or
rule of law (other than section 7122, relating to compromises),

then, if the correction authorized is made, the amount of the assess-
ment, or the amount of the credit or refund, as the case may be,
authorized as to the one tax shall be reduced by the amount of the
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credit or refund, or the amount of the assessment, as the case may be,
which would be required with respect to such other tax for the correc-
tion of the error if such credit or refund, or such assessment, of such
other tax were not prevented by any law or rule of law (other than
section 712"2 relating to compromises).

(b) DFJ.N ITIONs.-For purposes of subsection (a), the terms "self-
employment income" and "wages" shall have the same meaning as
when used in section 1402 (b).

CHAPTER 67-INTEREST

SEC. 6601. INTEREST ON UNDERPAYMENT, NONPAY-
MENT, OR EXTENSIONS OF TIME FOR PAY-
MENT, OF TAX.

(a) (.-;xEaLuL, RuLix.-If any amount of tax imposed by this title
(whether required to be shown on a return, or to be paid by stamp or
by some other method) is not paid on or before the last date pre-
scribed for payment, interest on such amount at an annual rate estab-
lished under section 6621 -hall be paid for the period from such last
date to the date paid.

(b) LAST DATE PRESCRIBED FOR PAYMENT.-For purposes of this
section, the last date prescribed for payment of the tax shall be de-
termined under chapter 62 with the application of the following rules:

(1) EXTENSIONS OF TIME DISRF.GGARDED.---The last date prescribed
for payment shall be determined without regard to any extension
of time for payment.

(2) INSTALLMENT PAYMENTS.--In the case of an election under
section 6152 (a) to pay the tax in installments-

(A) The date prescribed for payment of each installment
of the tax shown on the return shall be determined under
section 6152(b), and

(B) The last date prescribed for paymlent of the first in-
stallnent shall be deemed the last date prescribed for pay-
inent of any portion of the tax not shown on the return.

(3) JEOPAxRDY.-TThe last date prescribed for payment shall be
determined without regard to any notice and demand for pay-
ment issued, by reason of jeopardy (as provided in chapter 70),
prior to the last date otherwise prescribed for such payment.

(4) LAST DATE FOR PAYMENT NOT OTHERWISE PRMscRIIED.-In the
case of taxes payable by stamp and in all other cases in which
the last date for payment is not otherwise prescribed, the last date
for payment shall be deemed to be the date the liability for tax
arises (and in no event shall be later than the date notice and
demand for the tax is made by the Secretary).
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(e) AePpcvBLCEu RULLs.-Except as otherwise provided in thistitle--
(1) INTEREST TREATED AS TAX.-IInterest prescribed under this

section on any tax shall be paid upon notice and demand, and
shall be assessed, collected, and paid in the same manner as taxes.
Any reference in this title (except subchapter B of chapter 63,
relating to deficiency procedures) to any tax imposed by this title
shall be deemed also to refer to interest imposed by this section
on such tax.

(2) NO INTEREST ON INTEREST.-NO interest under this section
shall be imposed on the interest provided by this section.

(3) INTEREST ON PENALTIES, ADDITIONAL AMOUNTS, OR ADDITIONS
TO TIlE TAX.-Interest shall be imposed under subsection (a) in
respect of any assessable penalty, additional amount, or addition
to the tax only if such assessable penalty, additional amount, or
addition to the tax is not paid within 10 days from the date of
notice and demand therefor, and Vi such case interest shall be
imposed only for the period from t'ie date of the notice and de-
mand to the date of payment.

(4) PAYMENTS MADE WITHIN IJ DAYS AFTER NOTICE AND DE-

MAND.-If notice and demand is made for payment of any
amount, and if such amount is paid within 10 days after the date
of such notice and demand, interest under this section on the
amount so paid shall not be imposed for the period after the date W

of such notice and demand.
* * * * * * *,

'g) Li.MITATION ON ASSESSMENT A•D CN(LLE(CTION.-I uterest p)1e-
scribed under this section on any tax may be assessed and collected at
any time during the period within which the tax to which such interest
relates may be collected.

CHAPTER 68--ADDITIONS TO THE TAX, ADDITIONAL
AMOUNTS, AND ASSESSABLE PENALTIES

Page
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SEC. 6651. FAILURE TO FILE TAX RETURN OR TO PAY
TAX.

(a) ADDITION TO TilE TAX.-In case of failure-
(1) to file any return required under authority of subchapter

A of chapter 61 (other than part III thereof), subchapter A of
chapter 51 (relating to distilled spirits, wines, and beer), or of
subchapter A of chapter 52 (relating to tobacco, cigars, cigarettes,
and cigarette papers and tubes), or of subchapter A of chapter
53 (relating to machine guns and certain other firearms), on the
date prescribed therefor (determined with regard to any exten-
sion of time for filing), unless it is shown that such failure is
due to reasonable cause and not due to willful neglect, there shall
be added to the amount required to be shown as tax on such
return 5 percent of the amount of such tax if the failure is for
not more than 1 month, with an additional 5 percent for each addi-
tional month or fraction thereof during which such failure con-
tinues, not exceeding 25 percent in the aggregate;

(2) to pay the amount shown as tax on any return specified in
paragraph (1) on or before the date prescribed for payment of
such tax (determined with regard to any extension of time for
payment). Unless it is shown that such failure is due to reason-
able cause and not due to willful neglect, there shall be added to
the amount shown as tax on such return 0.5 percent of the amount
of such tax if the failure is for not more than 1 month, with an
additional 0.5 percent for each additional month or fraction there-
of during which such failure continues, not exceeding 25 percent
in the aggregate; or

(3) to pay any amount in respect of any tax required to be
shown on a return specified in paragraph (1) which is not so
shown (including an assessment made pursuant to section
6213(b)) within 10 days of the date of the notice and demand
therefore, unless it is shown that such failure is due to reasonable
cause and not due to willful neglect, there shall be added to the
amount of tax stated in such notice and demand 0.5 percent of
the amount of such tax if the failure is for not more than 1 month,

with an additional 0.5 percent for each additional month or frac-
tion thereof during which such failure continues, not exceeding
25 percent in the aggregate.

(b) PENALTY IMrosED oN N-r AmoUNT DuE.-For purposes of-
(1) subsection (a) (1), the amount of tax required to be shown

on the return shall be reduced by the amount of any part of the
tax which is paid on or before the date prescribed for payment
of the tax and by the amount of any credit against the tax which
may be claimed on the return,
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(2) subsection (a) (2), the amount of tax shown on the return
shall for purposes of computing the addition for any month, be
reduced by the amount of any part of the tax which is paid on or
Ixbfore the beginning of such month and 1)y the amount of ally
credit against the tax which may be claimed on the return, and

(3) subsection (a) (3), the amount of tax stated in the notice
and demand shall, for the purpose of compljuting the addition for
any month, be reduced by the anmount of any part of the tax which
is paid before the beginning of such month.

SEC. 6652. FAILURE TO FILE CERTAIN INFORMATION
RETURNS.

(a) *
(b) OriEn RE'ruiNs.-In the case of each failure to file a statement

of a payment to another person required under authority of section
6041 (relating to certain informat ion at source), section 6042(a) (2)
(relating to payments of dividends alrgnr.gatimll less titan $10), section
6044(a) (2) (relating to paymivnts (,f pfatron:lge dividends aggregat-
ing less than $10), section 6049ka) (2) (relating to payments of in-
terest aggregating le.!s than $10), section 6019(a)(3) (relating to
other pay.ents of interest b)y corjPorations), or section 6051(d) (re-
lating to information rettli'ims with respect to income tax withheld),
in the case of each failure to make a return required by section 6050A
(a) (relating to repuotimg 1,0quimcrii-uits of certain fishing boat op-
eiatoris), and in the ,'a.e of ,akh failure to furnish a statement re-
(juired Iy section t.;, b) (1 '-o ijit to -tateinents furnished by em-
ploy.•s ,vith rt.-pevt to tip-), or -.. t1ioll 6050A(b) (relating to state-
Ili(•lItS fil I I ffichig boat operators), on the date pre-
s:mribed lk , f or jet itci ihiuled N ith itgard to any extension of time for
li I g), i1iic it IS -ho% n that such failure is due to reasonable cause
Itid nut to Nllful lneglect. thlice slhall be paid (upon notice and
demaiiId 1%y the Secrctaiy and in the same manner as tax) by the
person failing to so tile the statement, $1 for each such statement not
so filed, but the total amount imposed on the delinquent person for
all such failures during the calendar year shall not exceed $1,000.

(c) FAILURE To REPORT Twrs.-In the case of failure by an em-
ployee to report to his employer on the date and in the manner pre-
scribed therefor any amount of tips required to be so reported by sec-
tion 6053 (a) which are wages (as defined in section 3121 (a), or whch
are compensation (as defined in section 3231(e)) unless it is shown
that such failure is due to reasonable cause and not due to willful
neglect, there shall be paid by the employee, in addition to the tax im-
posed by section 3101 or section 3201 (as the case may be) with respect
to the amount of tips which he so failed to report, an amount equal to
50 percent of such tax.
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(d) RETURNS BY EXE31VF ORGANIZATIONS AND BY CERTAIN TRUSTS.-
(1) PENALTY ON ORGANIZATION OR TRusT.--In the case of a fail-

ure to file a return required under section 6033 (relating to returns
by exempt organizations), section 6034 (relating to returns by cer-
tain trusts), or section 6043(b) (relating to exempt organiza-
tions), on the date and in the manner prescribed therefor (deter-
mined with regard to any extension of time for filing), unless it
is shown that such failure is due to reasonable cause there shall be
paid (on notice and demand by the Secretary and in the same
manner as tax) by the exempt organization or trust failing so
to file, $10 for each day during which such failure continues, but
the total amount imposed hereunder on any organization for
failure to file any return shall not exceed $5,000.

(2) MANAGER-s.-2The Secretary may make written demand
upon an organization failing to file under paragraph (1) speci-
fying therein a reasonable future date by which such filing shall
be made, and if such filing is not made on or before such date,
and unless it is shown that failure so to file is due to reasonable
cause, there shall be paid (on notice and demand by the Secre-
tary and in the .iame manner as tax) by the person failing so to
file, $10 for each day after the expiration of the time specified
in the written demand during which such failure continues, but
the total amount imposed hereunder on all persons for such
failure to file shall not exceed $5,000. If more than one person
is liable under this paragraph for a failure to file, all such per-
sons shall be jointly and severally liable with respect to such
failure. The term "person" as used herein means any officer, di-
rector, trustee, employee, member, or other individual who is un-
der a duty to perform the act in respect of which the violation
occurs.

(3) ANNUAL aEromrs.-In the case of a failure to file a report re-
quired under section 6056 (relating to annual reports by private
foundations) or to comply with the requirements of section
6104(d) (relating to public inspection of private foundations'
annual reports), on the date and in the manner prescribed there-
for (determined with regard to any extension of time for filing),
unless it is shown that such failure is due to reasonable cause,
there shall be paid (on notice and demand by the Secretary and
in the same manner as tax) by the person failing so to file or
meet the publicity requirement, $10 for each day during which
such failure continues, but the total amount imposed hereunder
on all such persons for such failure to file or comply with the
requirements of section 6104(d) with regard to any one annual
report shall not exceed $5,000. If more than one person is liable
under this paragraph for a failure to file or comply with the

21-746 0 - 76 - 52
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requirements of section 6104(d), all such persons shall be jointly
and severally liable with respect to such failure. The term "per-
son" as used herein means any officer, director, trustee, employee,
member, or other individual who is under a duty to perform the
act in respect of which the violation occurs.
* * $ * * * *

SEC. 6656. FAILURE TO MAKE DEPOSIT OF TAXES.
(a) PENALTY.-In case of failure by any person required by this

title or by regulation of the Secretary under this title to deposit on
the date prescribed therefore any amount of tax imposed by this
title in such government depositary as is authorized under section
6302(c) to receive such deposit, unless it is shown that such failure
is due to reasonable cause and not due to willful neglect, there shall be
imposed upon such person a penalty of 5 percent of the amount of the
underpayment. For purposes of this subsection, the term "under-
payment" means the excess of the amount of the tax required to be so
deposited over the amount, if any, thereof deposited on or before the
date prescribed therefor.

(b) PENALTY NoT IMPOsED ArrER Dun DATE FOR RETURN.-For
purposes of subsection (a), the failure shall be deemed not to contii.ue
beyond the last date (determined without regard to any extension of
time) prescribed for payment of the tax required to be deposited or
beyond the date tax is paid, whichever is earlier.

SEC. 6659. APPLICABLE RULES.
(.) ADDITnIOs TREATFD AS TAx.-Exccpt as otherwise provided in

this title-
(1) The additions to the tax, additional amounts, and penalties

provided by this chapter shall be paid upon notice and demand
and shall be assessed, collected, and paid in the same manner as
taxes;

(2) Any reference in this title to "tax" imposed by this title
shall be deemed also to refer to the additions to the tax, additional
amounts, and penalties provided by this chapter.

(b) PROCEDURE FOR AssmissiNG CU i.AIr-N Alminoms To TAx.-For
purposes of subchapter B of chapter 63 (relating to deficiency pro-
cedures for income, estate, gift, and chapter 42 taxes), subsection (a)
shall not apply to any addition to tax under section 6651, 6654, or
6655; except that it shall apply-

(1) in the case of an addition described in section 6651, to that
portion of such addition which is attributable to a deficiency in
tax described in section 6211; or
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(2) to an addition described in section 66554 or 6655, if no return
is filed for the taxable year.

SEC. 6674. FRAUDULENT STATEMENT OR FAILURE TO
FURNISH STATEMENT TO EMPLOYEE.

In addition to the criminal penalty provided by section 7204, any
person required under the provisions of section 6051 or 6053(b) to
furnish a statement to an employee who willfully furnishes a false or
fraudulent statement, or who willfully fails to furnish a statement in
the manner, at the time, and showing the information required under
section 6051 or 6053(b), or regulations prescribed thereunder, shall
for each such failure be subject to a penalty under this subchapter of
$50, which shall be assessed and collected in the same manner as the
tax on employers imposed by section 3111.

SEC. 6676. FAILURE TO SUPPLY IDENTIFYING NUMBER.
(a) CIVIL PENALTr.-If any person who is required by regulations

prescribed under section 6109-
(1) to include his identifying number in any return, statement,

or other document,
(2) to furnish his identifying number to another person, or
(3) to include in arty return, statement, or other document made

with respect Lo another person the identifying number of such
or other document,

fails to comply with such requirement at the time prescribed by such
regulations, such person shall pay a penalty of $5 for each such fail-
ure, unless it is shown that such failure is due to reasonable cause.

(b) DEFICIENCY PROCEDURES NOT To APPLY.-Subchapter B of
chapter 63 (relating to deficiency procedures for income, estate, gift
and chapter 42 taxes) shall not apply in respect of the assessment or
collection of any penalty imposed by subsection (a).

CHAPTER 75--CRIMES, OTHER OFFENSES, AND
FORFEITURES

papI

Sec. 7201. Attempt to evade or defeat ta --------------------------- 696
Sec. 7202. Willful failure to collect or pLy over tax --------------------- 6
See. 7203. Willful failure to file return, i;upply information, or pay tax.. 696
S•e. 7204. Fraudulent statement or failure to make statement to em-

ployees --------------------------------------------- 696
See. 7206. Fraud and false statements ------------------------------ 696
Sem. 7207. Fraudulent returns, statements, or other documents_ -------- 697
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SEC. 7201. ATTEMPT TO EVADE OR DEFEAT TAX.
Any person who will fully attempts in any manner to evade or defeat

any tax intpoe y this title or the payment thereof shall, in addition
to othcrpena4es provided by law, be guilty of a felony and, upon
conviction tlhreof, shall be fined not more than $10,000, or imprisoned
not more than 5 years, or both, together with the costs of prosecution.

SEC. 7202. WILLFUL FAILURE TO COLLECt OR PAY OVER
TAX.

Any person required under this title to collect, account for, and
pay over any tax imposed by this title w.vho willfully fails to collect
or truthfully account for and pay over such tax slhall, in addition to
other penalties provided by law, be guilty of a felony and, upon con-
viction thereof, shall be fined not more than $10,000, or imprisoned
not more than 5 years, or both, together with the costs of prosecution.

SEC. 7203. WILLFUL FAILURE TO FILE RETURN, SUPPLY
INFORMATION, PAY TAX.

Any person required under this title to pay any estimated tax or tax,
or required by this title or by regulations made unrler authority
thereof to make a return (other than a return required under authority
of section 6015), keep any records, or supply any information, who
willfully fails to pay such estimated tax or tax, make such return,
keep such records, or supply such information, at the time or times
required by law or regulations, shall, in addition to other penalties
provided by law, be guilty of a misdemeanor and, upon conviction
thereof, shall be fined not more than $10,000, or imprisoned not more
than I year, or both, together with the costs of prosecution.

SEC. 7204. FRAUDULENT STATEMENT OR FAILURE TO
MAKE STATEMENT TO EMPLOYEES.

In lieu of any other penalty provided by law (except the penalty
provided by section 6674) any person required under the provisions of
section 6051 to furnish a statement who willfully furnishes a false or
fraudulent statement or who willfully fails to furnish a statement in
the manner, at the time, and showing the information required under
section 6051, or regulations prescribed thereunder, shall, for each such
offense, upon conviction thereof, be fined not more than $1,000, or
imprisoned not more than 1 year, or both.

SEC. 7206. FRAUD AND rI;ALbE STATEMENTS.
Any person who-

(1) DECLARATION UNDER I'1 -;ALTIES OF PERJUR'.--Willfully
makes and subscribes any return, statement, or other document,
which contains or is verified by a written declaration that it is
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made under the penalties of perjury, and which he does not be-
lieve to be true and correct as to every material matter; or

(2) AID OR ASSI STANXCE.-Willfully aids or assists in, or pro-
cures, counsels, or advises the preparation or presentation under,
or in connection with any matter arising under, the internal reve-
nue laws, of a return, affidavit, claim, or other document, which is
fraudulent or is false as to any material matter, whether or not
such falsity or fraud is with the knowledge or consent of the per-
son authorized or required to present such return, affidavit, claim,
or document;

shall be guilty of a felony and, upon conviction thereof, shall be fined
not more than $5,000, or imprisoned not more than 3 years; or both,
together with the costs of prosecution.

SEC. 7207. FRAUDULENT RETURNS, STATEMENTS, OR
OTHER DOCUMENTS.

Any person who willfully delivers or discloses to the Secretary or
his delegate any list, return, account, statement, oi other document,
kiown by him to be fraudulent or to be false as to any material matter,
shall be fined not more than $1,000, or imprisoned not more than 1
year, or both. Any person required pursuant to sections 6047 (b) or
(c), 6056 or 6104(d) to furnish any information to the Secretary or
any other person who willfully furnishes to the Secretary or such
other person any information known by him to be fraudulent or to
be false as to any material matter shall be fined not more than $1,000.
or imprisoned not more than 1 year, or both.

CHAPTER 78-DISCOVERY OF LIABILITY AND
ENFORCEMENT OF TITLE

*, . *. *. * * *.

SEC. 7651. ADMINISTRATION AND COLLECTION OF
TAXES IN POSSESSIONS.

Except as otherwise provided in this subchapter, and except as
otherwise provided in section 28(a) of the Revised Organic Act of
the Virgin Islands and section 30 of the Organic Act of Guam (relat-
ing to the covering of the proceeds of certain taxes into the treasuries
of the Virgin Islands and Guam, respectively)-

(1) APPLICABILITY OF ADMINISTRATIVE PRovISiONs.-AIl provi-
sions of the laws of the United States applicable to the assessment
and collection of any tax imposed by this title or of any other
liability arising under this title (including penalties) shall, in
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respect of such tax or liability, extend to and be applicable in any
possession of the United States in the same manner and to the
same extent as if such possession were a State, and as if the term
"United States" when used in a geographical sense included such
possession.

(2) TAx ImPosED IN PossEssION.-In the case of any tax which
is imposed by this title in any possession of the United States-

(A) INTERNAL REVENUE COLLECTIONs.-Such tax shall be
collected under the direction of the Secretary, and shall be paid
into the Treasury of the United States as internal revenue col-
lections; and

(B) APPLICABLE Lmws.-All provisions of the laws of the
United States applicable to the administration, collection, and
enforcement of such tax (including penalties) shall, in re-
spect of such tax, extend to and be applicable in such posses-
sion of the United States in the same manner and to the same
extent as if such possession were a State, and as if the term
"United States" when used in a geographical sense included
such possession.

(3) Orn•A !ws RELATINo TO rossrsioxs.-This section shall
apply notwithstanding any other provision of law relating to any
possession of the United States.

(4) CANAL zONE.-For purposes of this section, the term "pos-
session of the United States" includes the Canal Zone.

(5) ViGIN ISLANDS.-
(A) For purposes of this section, the reference in section

28(a) of the Revised Organic Act of the Virgin Islands to
"any tax specified in section 3811 of the Internal Revenue
Code" shall be deemed to refer to any tax imposed by chapter
2 or by chapter 21.

(B) For purposes of this title, section 28(a) of the Revised
Organic Act of the Virgin Islands shall be effective as if such
section had been enacted subsequent to the enactment of this
title.

SEC. 7655. CROSS REFERENCES.
(a) Ibismosro oF TAx IN POSSESSIONS.-

For provisions imposing tax in possessions, see-
(1) Chapter 2, relating to self-employment tax;
(2) Chapter 21, relating to the tax under the Federal Insurance Con-

tributions Act;
(3) Chapter 37, relating to tax on sugar.
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(b) OTurm PRovisIoNs.-
For other provisions relating to posse~slons of the United States, see

(1) Section 933, relating to income tax on residents of Puerto Rico;
(2) Section 6418(b), relating to exportation of sugar to Puerto Rico.

CHAPTER 79-DEFINITIONS

SEC. 7701. DEFINITIONS.
(a) When used in this title, where not otherwise distinctly expressed

or manifestly incompatible with the intent thereof-
(1) PERsoN.-The term "person" shall be construed to mean

and include an individual, a trust, estate, partnership, associa-
tion, company or corporation.
* C * C * * *

(3) ComrOnATIoK.-The term "corporation" includes associa-
tions, joint-stock companies, and insurance companies.

(4) Dommsric.-The term "domestic" when applied to a cor-
portion or partnership means created or organized in the United
States or under the law of the United States or of any State.

(7) STocK.-The term "stock" includes shares in an association,
joint-stock company, or insurance company.
* C C * * , C

(9) UNiTEI STATEs.-The term "United States" when used in a
geographical sense includes only the States and the District of
Columbia.

(10) STATE.-The term "State" shall be construed to include
the District of Columbia, where such construction is necessary
to carry out the provisions of this title.

(11) SECRETARY OF THE TREASURY AND SECRETARY.-

(A) SECRETARY OF THE TREASURT.-The term "Secretary
of the Treasury" means the Secretary of the Treasury, per-
sonally, and shall not include any delegate of his.

(B) SECRTrARY.-The term "Secretary" means the Secre-
tary of the Treasury or his delegate.

* * * * * S

CHAPTER 80-GENERAL RULES

SEC. 7805. RULES AND REGULATIONS.
(a)'Au'rHOuxzAnoN.-Except where such authority is expressly

given by this title to any person other than an officer or employee of
the Treasury Department, the Secretary shall prescribe all needful
rules and regulations for the enforcement of this title, including all
rules and regulations as may be necessary by reason of any alteration
of law in relation to internal revenue.
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(c) PREPARATION AND DisTRmsTroN Or RFaULATJONs, FoRms,
STAMXPj AND OTHER MATma--The Secretary shall prepare and dis-
tribute all the instructions, regulations, directions, forms, blanks,
stamps, and other matters pertaining to the assessment und collection
of internal revenue.

* S * 0

7851. APPLICABILITY OF REVENUE LAWS.
GENERAL RuLEs.-Except as otherwise provided in any section
title-
L) A.--

(A) Chapters 1, 2, 4, and 6 of this title shall apply only
with respect to taxable years beginning after December 31,
1953, and ending after the date of enactment of this title, and
with respect to such taxable years, chapters 1 (except sec-
tions 143 and 144) and 2, and section 3801, of the Internal
Revenue Code of 1939 are hereby repealed.

* * * *

(C) Any provision of subtitle A of this title the applica-
bility of which is stated in terms of a specific date (occurring
after December 31, 1953), or in terms of taxable years ending
after a specific date (occurring after December 31, 1953),
shall apply to taxable years ending after such specific date.
Each such provision shall, in the case of a taxable year sub-
ject to the Internal Revenue Code of 1939, be deemed to be
included in the Internal Revenue Code of 1939, but shall be
applicable only to taxable years ending after such specific
date. The provisions of the Internal Revenue Code of 1939
superseded by provisions of subtitle A of this title the appli-
cability of which is stated in terms of a specific date (occur-
ring after December 31, 1953) shall be deemed to be included
in subtitle A of this title, but shall be applicable only to the
period prior to the taking effect of the corresponding provi-
sion of subtitle A.

* * 0 * * *

(3) Susrrrza c.-Subtitle C of this title shall apply only with
respect to remuneration paid after December 31, 1954, except that
chapter 22 of such subtitle shall apply only with respect to remu-
neration paid after December 31, 1954, which is for services per-
formed after such date. Chapter 9 of the Internal Revenue Code
of 1939 is hereby repealed with respect to remuneration paid after

.--.

SEC.
(a)

of this
(1

*
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December 31, 1954, except that subchapter B of such chapter (and
subchapter E of such chapter to the extent it relates to subchapter
B) shall remain in force and effect with respect to remuneration
paid after December 31, 1954, for services performed on or before
such date.

(e) REFRE•NCE TO OTHER PRov1s8oNs.-For the purpose of apply-
ing the Internal Revenue Code of 1939 or the Interiial Revenue Code
of 1954 to any period, any reference in either such code to another
provision of the Internal Revenue Code of 1939 or the Internal Reve-
nue Code of 1954 which is not then applicable to such period shall be
deemed a reference to the corresponding provision of the other code
which is then applicable to such period.

SEC. 7852. OTHER APPLICABLE RULES.

(b) REFERENCE IN OTrhER LAWS TO INTERNAL REVENUE CODE OF
1939.-Any reference in any other law of the United States or in any
Executive order to any provision of the Internal Revenue Code of
1939 shall, where not otherwise distinctly expressed or manifestly
incompatible with the intent thereof, be deemed also to refer to the
corresponding provision of this title.
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Excerpt From the Consumer Credit Protection Act, as Amended
(P.L 90-321)

TITLE III-RESTRICTION ON GARNISHMENT

See.
301. Findings and purpose.
302. Definitions.
303. Restriction on garnishment.
304. Restriction on discharge from employment by reason of garnishment.
305. Exemption for State-regulated garnishments.
306. Enforcement by Secretary of Labor.
307. Effect on State laws.

§ 301. Findings and purpose
(a) The Congress finds:

(1) The unrestricted garnishment of compensation due for per-
sonal services encourages the making of predatory extensions of
credit. Such extensions of credit divert money into excessive credit
payments and thereby hinder the production and flow of goods in
interstate commerce.

(2) The application of garnishment as a creditors' remedy fre-
quently results in loss of employment by the debtor, and the result-
ing disruption of employment, production, and consumption
constitutes a substantial burden on interstate commerce.

(3) The great disparities among the laws of the several States
relating to garnishment have, in effect, destroyed the uniformity
of the bankruptcy laws and frustrated the purposes thereof in
many areas of the country.

(b) On the basis of the findings stated in subsection (a) of this sec-
tion. the Congress determines that the provisions of this title are neces-
sary and proper for the purpose of carrying into execution the powers
of the Congress to regulate commerce and to establish uniform bank-
ruptcy laws.

§ 302. Definitions
For the purposes of this title:
(a) The term "earnings" means compensation paid or payable for

personal services, whether denominated as wages, salary, commission,
bonus, or otherwise, and includes periodic payments pursuant to a
pension or retirement program.
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(b) The term "disposable earnings" means that part of the earnings
of any individual remaining after the deduction from those earnings
of any amounts required by law to be withheld.

(c) The term "garnishment" means any legal or equitable procedure
through which the earnings of any individual are required to be with-
held for payment of any debt.

§ 303. Restriction on garnishment
(a) Except as provided in subsection (b) and in section 305, the

maximum part of the aggregate disposable earnings of an individual
for any workweek which is subjected to garnishment may not exceed

(1) 25 per centumi of his disposable earnings for that week, or
(2) the amount by which his disposable earnings for that week

exceed thirty times the Federal minimum hourly wage prescribed
by section 6(a) (1) of the Fair Labor Standards Act of 1938 in
effect at the time the earnings are payable,

whichever is less. In the case of earnings for any pay period other than
a week, the Secretary of Labor shall by regulation prescribe a multiple
of the Federal minimum hourly wage equivalent in effect to that set
forth in paragraph (2).

(b) (1) The restrictions of subsection (a) do not apply in the case
of-

(A) any order for the support of any person issued by a court
of competent jurisdiction or in accordance with an administrative
procedure, which is established by State law, which affords sub-
stantial due process, and which is subject to judicial review.

(B) any order of any court of bankruptcy under chapter XIII
of the Bankruptcy Act.

(C) any debt due for any State or Federal tax.
(2) The maximum part of the aggregate disposable earnings of

an individual for any workweek which is subject to garnishment to
enforce any order for the support of any person shall not exceed-

(A) where such individual is supporting his spouse or depend-
ent child (other than a spouse or child with respect to whose sup-
port such order is used), 50 per centum of such individual's
disposable earnings for that week; and

(B) where such individual is not supporting such a spouse or
dependent child described in clause (A), 60 per centum of such
individual's disposable earnings for that week;

except that, with respect to the disposable earnings of any individual
for any workweek, the 50 per centum specified in clause (A) shall be
deemed to be 55 per centuin and the 60 per centuin specified in clause
(B) shall be deemed to be 65 per centum, if and to the extent that such
earnings are subject to garnishment to enforce a support order with
respect to a period which is prior to the twelve-week period which ends
with the beginning of such workweek.
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(c) No court of the United States or any State, and no State (or offi-
cer or agency thereof), may make, execute, or enforce any order or
process in violation of thin section.,
§ 304. Restriction on discharge from employment by reason of

garnishment
(a) No employer may discharge any employee by reason of the fact

that his earnings have been subjected to garnishment for any one
indebtedness.

(b) Whoever willfully violates subsection (a) of this section shall be
fined not more than $1,000, or imprisoned not more than one year, or
both.
§ 305. Exemption for State-regulated garnishments

The Secretary of Labor may by regulation exempt from the provi-
sions of section 303(a) and (b) (2) garnishmeiints insued under the laws
of any State if he determines that the laws of that State provide re-
strictions on gaxinishment which are substantially similar to those pro-
vided in section 303(a) and (b) (2).'

§ 306. Enforcement by Secretary of Labor
The Secretary of Labor, acting through the Wage and Hour Divi-

sion of the Department of Labor, shall enforce the provisions of this
title.
§ 307. Effect on State laws.This title does not annul, alter, or affect, or exempt any person from
complying with, the laws of any State

(1) prohibiting garnishments or providing for more limited
garnishments than are allowed under this title, or

(2) prohibiting the discharge of any employee by reason of the
fact that his earnings have been subjected to garnishment for
more than one indebtedness.

I Sections 303 and 305 were amended by see. 501(e) of P.L. 95-30.
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Excerpts From the Food Stamp Act of 1977, as Enacted by Sec-
tion 1301 of the Food and Agriculture Act of 1977 (Public Law
95-113)

See. 6. (a) * * *

(g) No individual who receives supplemental security income bene-
fits under title XVI of the Social Security Act, State supplementary
payments described in section 1616 of such Act, or payments of the
type referred to in section 212 (a) of Public Law 93-66, as amended,
shall be considered to be a member of a household for any month, if,
for such month, such individual resides in a State which provides
State supplementary payments (1) of the type described in section
1616(a) of the Social Security Act and section 212(a) of Public Law
93-66, and (2) the level of which has been found by the Secretary of
Health, Education, and Welfare to have been specifically increased
so as to include the bonus value of food stamps.

Sec. 11. (a) * * *

(j) The Secretary, in conjunction with the Secretary of Health,
Education, and Welfare, is authorized to prescribe regulations per-
mitting applicants for and recipients of social security benefits to
apply for food stamps at social security offices and be certified for
food stamp eligibility in such offices in order that the application and
certification for food stamp assistance may be accomplished as effi-
ciently and conveniently as possible.

[Note: The next page of this document is page 711]
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Federal-State Extended Unemployment Compensation Act, As
Amended

Excerpt From Public Law 91-373, August 10, 1970

Title II-Federal-State Extended Unemployment
Compensation Program

Short Title

Sec. 201. This title may be cited as the "Federal-State Extended
Unemployment Compensation Act of 1970".

Payment of Extended Compensation

State Law Requirements

Sec. 202. (a) (1) For purposes of section 3.304 (a) (11) of the Internal
Revenue Code of 1954, a State law shall provide that payment of ex-
tended compensation shall be made, for any week of unemployment
which begins in the individual's eligibility period, to individuals who
have exhausted all rights to regular compensation under the State
law and who have no rights to regular compensation with respect to
such week under such law or any other State unemployment compen-
sation law or to compensation under any other Federal law and are
not receiving compensation with respect to such week under the unem-
ployment compensation law of Canada. For purposes of the preced-
ing sentence, an individual shall have exhausted his rights to regular
compensation under a State law (A) when no payments of regular
compensation can be made under such law because such individual
has received all regular compensation available to him based on em-
ployment or wages during his base period, or (B) when his rights to
such compensation have terminated by reason of the expiration of
the benefit year with respect to which such rights existed.'

(2) Except where inconsistent with the provisions of this title, the
terms and conditions of the State law which apply to claims for
regular compensation and to the payment thereof shall apply to claims
for extended compensation and to the payment thereof.. • Paagraphk (1) was amended by Uetion 116(d) (1) ot P.t -"G&
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Individuals' Compensation Accounts

(b) (1) The State law shall provide that the State will establish,
for each eligible individual who files an application therefor, an
extended compensation account with respect to such individual's
benefit year. The amount established in such account shall be not less
than whichever of the following is the least:

(A) 50 per centum of the total amount of regular compensation
(including dependents' allowances) payable to him during such
benefit year under such law.

(B) thirteen times his average weekly benefit amount, or
(C) thirty-nine times his average weekly benefit amount, re-

duced by the regular compensation paid (or deemed paid) to
him during such benefit year under such law;

except that the amount so determined shall (if the State law so pro-
vides) be reduced by the aggregate amount of additional compensation
paid (or deemed paid) to him under such law for prior weeks of unem-
ployment in such benefit year which did not begin in an extended
benefit period.

(2) For purposes of paragraph (1), an individual's weekly benefit
amount for a week is the amount of regular compensation (including
dependents' allowances) under the State law payable to such indi-
vidual for such week !or total unemployment.

Extended Benefit Period

Beginning and Ending

Sec. 203. (a) For purposes of this title, in the case of any State,
an extended benefit period-

(1) shall begin with the third week after whichever of the
following weeks first occurs:

(A) a week for which there is a national "on" indicator, or
(B) a weck for which there is a State "on" indicator; and

(2) shall end with the third week after the first week for which
there is both a national "off" indicator and a State "off" indicator.

Special Rules

(b) (1) In the case of any State-
(A) no extended benefit period shall last for a period of less

than thirteen consecutive weeks, and
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(B) no extended benefit period may begin by reason of a State
"on" indicator before the fourteenth week after the close of a
prior extended benefit period with respect to such State.

(2) When a determination has been made that an extended benefit
period is beginning or ending with respect to a State (or all the
States), the Secretary shall cause notice of such determination to be
published in the Federal Register.

Eligibility Period

(c) For purposes of this title, an individual's eligibility period
under the State law shall consist of the weeks in his benefit year which
begin in an extended benefit period and, if his benefit year ends within
such extended benefit period, any weeks thereafter which begin in
such extended benefit period.

National "On" and "Off" Indicators

(d) For purposes of this section-
(1) There is a national "on" indicator for a week if, for the

period consisting of such week and the immediately preceding
twelve weeks, the rate of insured unemployment (seasonally
adjus-ted) for all States equaled or exceeded 1.5 per centum (de-
termined by reference to the average monthly covered employ-
ment for the first four of the most recent six calendar quarters
ending before the close of such period).

(2) There is a national "off" indicator for a week if, for the
period consisting of such week and the immediately preceding
twelve weeks, the rate of insured unemployment (seasonally
adjusted) for all States was less than 4.5 per centum (deter-
mined by reference to the average monthly covered employment
for the first four of the most recent six calendar quarters ending
before the close of such period).'

State "On" and "Off" Indicators

(e) For purposes of this section-
(1) There is a State "on" indicator for a week if the rate of

insured unemployment under the State law for the period consist-
ing of such week and the immediately preceding twelve weeks-

'Subsection (d) was amended by secton 311(a) of P.L 94-566 effective for weeks
beginning after December 31, 1976. Prior to this effective date, subsection (d) Includes
the following sentence: EffecUve with respect to compensation for weeks of unemployment
begiuusug btfure December 31. 1976. and beginning after December 31. IU,4 tur. if tater,
the date established pursuant to State law), the State may by law provide that the deter-
mination of whether there has been a national **on" or "e*" indicator beginning or ending
any extended benefit period shall be made under this subsection as if the phrase "4.5 per
centum," contained In paragraphs (1) and (2), read "4 per centum."
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(A) equaled or exceeded 120 per centum of the average of
such rates for the corresponding thirteen-week period ending
in each of the preceding two calendar years, and

(B) equaled or exceeded 4 per centum.
(2) There is a State "off" indicator for a week if, for the period

consisting of such week and the immediately preceding twelve
weeks, either subparagraph (A) or subparagraph (B) of para-
graph (1) is not satisfied.

Effective with respect to compensation for weeks of unemployment
beginning after March 30, 1977 (or, if later, the (late established
pursuant to State law) the State may by law provide that the deter-
mination of whether there has been a State "on" or "off" indicator
beginning or ending any extended benefit period shall be made under
this subsection as if (i) paragraph (1) did not contain subl)aragraph
(A) thereof, and (ii) the figure "4" contained in subparagraph (B)
thereof were "5": except that. notwithstanding any Such proviLion
of State law, any week for which there would otherwise be a State
"on" indicator shall continue to be such a week and shall not be deter-
mined to be a week for which there is a State "off" indicator. For
purposes of this subsection, the rate of insured unemployment for any
thirteen-week period :hall be determined by reference to the average

monthly covered employment under the State law for the first four of
the most recent six calendar quarters ending before the close of such
period.'

Rate of Insured Unemployment; Covered Employment

(f) (1) For purposes of subsections (d) and (e), the term "rate of
insured unemployment" means the percentage arrived at by dividing-

(A) the average weekly number of individuals filing claims
for weeks of unemployment with respect to the specified period,

'Paragraph (2) was amended by Publie Law 94-45. Effective for weeks begging
after March 30, 1977 paragraph (2) was further amended by section 311(b) of Public
Law 94-566. Prior to that effective date, paragraph (2) contains the following sentence:
Effective with respect to compensation for weeks of unemployment beginning before
March 31, 1977, and beginning after December 31, 1973 (or, If later, the date established
uruant to State law), the State may by law provide that the determination of whether

here has been a State "on" or "off" Indicator beginning or ending any extended benefit
period shall be made under this subsection as if paragraph (1) did no contain subpara-
graph (A) thereoL
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as determined on the basis of the reports made by all State
agencies (or, in the case of subsection (e), by the State agency)
to the Secretary, by

(B) the average monthly covered employment for the specified
period.

(2) Determinations under subsection (d) shall be made by the
Secretary in accordance with regulations prescribed by him.

(3) l)eterminations under subsection (e) shall be made by the State
agency in accordance with regulations prescribed by the Secretary.

Payments to States

Amount Payable

Sec. 204. (a) (1) There shall be paid to each State an amount equal
to one-half of the sum of-

(A) the sharablc extended compensation, and
(B) the sharable regular compensation,

paid to individuals under the State law.
(2) No payment shall be made to any State under this subsection

in respect to compensation for which the State is entitled to reimburse-
ment under the provisions of any Federal law other than this Act.

* (3) In the case of compensation which is sharable extended com-
pensation or sharable regular compensation by reason of the provision
contained in the last sentence of section 203(d), the first paragraph
of this subsection shall be applied as if the words "one-half of" read
"100 per centum of" but only with respect to compensation that
would not have been payable if the State law's provisions as to
the State "on" and "off" indicators omitted the 120 percent factor as
provided for by Public Law 93-368 and by section 106 of this Act.'

(4) The amount which, but for this paragraph, would be payable
under this subsection to any State in respect of any compensation paid
to an individual whose base period wages include wages for services to
which section 3306(c) (7) of the Internal Revenue Code of 1954
applies shall be reduced by an amount which bears the same ratio to
the amount which, but for this paragraph. would be payable under
this subsection to such State in respect of such compensation as the
amount of the base period wages attributable to suck services bears to
the total amount of the base period wages."

I The reference to "section 106 of this Act" is apparently intended as a reference to
section 106 of Public Law 9.1-572 which added paragraph (3) to this section.

2 Paragraph (4) was added by section 212 of Public Law 94-566, effective for compensa-
tion for weeks of unemployment beginning after December 31, 197M
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Shareable Extended Compensation

(b) For purposes of subsection (a) (1) (A), extended compensation
paid to an individual for weeks of unemployment in such individual's
eligibility period is sharable extended compensation to the extent that
the aggregate extended compensation paid to such individual with
respect to any benefit year does not exceed the smallest of the amounts
referred to in subparagraphs (A), (B), and (C) of section 202(b) (1).

Shareable Regular Compensation

(c) For purposes of subsection (a) (1) (B), regular compensation
paid to an individual for a week of unemployment is sharable regular
compensation-

(1) if such week is in such individual's eligibility period (deter-
mined under section 203 (c) ), and

(2) to the extent that the sum of such compensation, plus the
regular compensation paid (or deemed paid) to him with respect
to prior weeks of unemployment in the benefit year, exceeds
twenty-six times (and does not exceed thirty-nine times) the
average weekly benefit amount (including allowances for depend-
ents) for weeks of total unemployment payable to such individual
under the State la v in such benefit year.

Payment on Calendar Month Basis

(d) There shall be paid to each State either in advance or by way
of reimbursement, as may be determined by the Secretary, such sum
as the Secretary estimates the State will be entitled to receive under
this title for each calendar month, reduced or increased, as the case
may be, by any sum by which the Secretary finds that his estimates
for any prior calendar month were greater or less than the amounts
which should have been paid to the State. Such estimates may be
made upon the basis of such statistical, sampling, or other method as
may be agreed upon by the Secretary and the State agency.

Certification

(e) The Secretary shall from time to time certify to the Secretary
of the Treasury for payment to each State the sums payable to such
State tinder this section. The Secretary of the Treasury, prior to audit
or settlement by the General Accounting Office, shall make payment
to the State in accordance with such certification, by transfers from
the extended unemployment compensation account to the account of
such State in the Unemployment Trust Fund.
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Definitions

Sec. 205. For purposes of this title-

(1) The term "compensation" means cash benefits payable to
individuals with respect to their unemployment.

(2) The term "regular compensation" means compensation pay-
able to an individual under any State unemployment compcnsa-
tion law (including compensation payable pursuant to 5 U.S.C.
chapter 85), other than extended compensation and additional
compensation.

(3) The term "extended compensation" means compensation
(including additional compensation and compensation payable
pursuant to 5 U.S.C. chapter 85) payable for weeks of unemploy-
ment beginning in an extended benefit period to an individual
under those provisions of the State law which satisfy the require-
ments of this title with respect to the payment of extended com-
pensation.

(4) The term "additional compensation" means compensation
payable to exhaustees by reason of conditions of high unemploy-
ment or by reason of other special factors.

(5) The term "benefit year" means the benefit year as defined in
the applicable State law.

(6) The term "base period" means the base period as deter-
mined under applicable State law for the benefit year.

(7) The term "Secretary" means the Secretary of Labor of the
United States.

(8) The term "State" includes ,'he District of Columbia,
the Commonwealth of Puerto Rico, and the Virgin Islands.'

(9) The term "State agency" means the agency of the State
which administers its State law.

(10) The term "State law" means the unemployment compensa-
tion law of the State, approved by the Secretary under section
3304 of the Internal Revenue Code of 1954.

(11) The term "week" means a week as defined in the applicable
State law.

Approval of State Laws

Sec. 206. Section 3204(a) of the Internal Revenue Code of 1954 is
amended by inserting after paragraph (10) (added by section 121 (a)
of this Act) the following new paragraph:

"(11) extended compensation shall be payable as provided by
the Federal-State Extended Unemployment Compensation Act
of 1970;".. 'Parapraph (8) was aameded by setion 116(d))(2) of PaW. law S4M&
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Effective Dates

See. 207. (a) Except as provided in subsection (b)-
(1) in applying section 203, no extended benefit period may

begin with a week beginning before January 1, 1972; and
(2) section 204 shall apply only with respect to weeks of un-

employment beginning after December 31, 1971.
(b) (1) In the case of a State law approved under section 3304(a)

(11) of the Internal Revenue Code of 1954, such State law may also
provide that an extended benefit period may begin with a week estab-
lished pursuant to such law which begins earlier than January 1,
1972, but not earlier than 60 days after the date of the enactment of
this Act.

(2) For purposes of paragraph (1) with respect to weeks beginning
before January 1, 1972, the extended benefit period for the State shall
be determined under section 203(a) solely by reference to the State
"on" indicator and the State "off" indicator.

(3) In the case of a State law containing a provision described in
paragraph (1), section 204 shall also apply with respect to weeks of
unemployment in extended benefit periods determined pursuant to
paragraph (1).

(c) Section 3304(a) (11) of the Internal Revenue Code of 1954 (as
added by section 206) shall not be a requirement for the State law of
any State-

(1) in the case of any State the legislature of which does not
meet in a regular session which closes during tie calendar year
1971, with respect to any week of unemployment which begins
prior to July 1,1972; or

(2) in the case of any other State, with respect to any week of
unemployment which begins prior to January 1, 1972.

4 • 0 1 * $ *

Excerpt From Public Law 93-618, The Trade Act of 19741
0 4 * 4 1 * *

CHAPTER 2Z-ADJUSTMENT ASSISTANCE
FOR WORKERS

Subchapter A-Petitions and Determinations

SEC. 221. PETITIONS.
(a) A petition for a certification of eligibility to apply for adjust-

ment assistance under this chapter may be filed with the Secretary
of Labor (hereinafter in this chapter referred to as the "Secretary")

* This chapter Is effective April 3, 1975, and terminates September 30. 1952.
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by a group of workers or by their certified or recognized union or
other duly authorized representative. Upon receipt of the petition, the
Secretary shall promptly publish notice in the Federal Register that
he has received the petition and initiated an investigation.

(b) If the petitioner, or any other person found by the Secretary
to have a substantial interest in the proceedings, submits not later than
10 days after the date of the Secretary's publication under subsection
(a) a request for a hearing, the Secretary shall provide for a public
hearing and afford such interested persons an opportunity to be present,
to produce evidence, and to be heard.
SEC, 222. GROUP ELIGIBILITY REQUIREMENTS.

The Secretary shall certify a group of workers as eligible to apply
for adjustment assistance under this chapter if he determines-

(1) that a significant number or proportion of the workers in
such workers' firm or an appropriate subdivision of the firm have
become totally or partially separated, or are threatened to become
totally or partially separated,

(2) that sales or production, or both, of such firm or subdivi-
sion have decreased absolutely, and

(3) that increases of imports of articles like or directly com-
petitive with articles produced by such workers' firm or an ap-
propriate subdivision thereof contributed importantly to such

* total or partial separation, or threat thereof, and to such decline
in sales or production.

For purposes of paragraph (3), the term "contributed importantly"
means a cause which is important but not necessarily more important
than any other cause.

SEC. 223. DETERMINATIONS BY SECRETARY OF LABOR.
(a) As soon as possible after the date on which a petition is filed

under section 221, but in any event not later than 60 days after that
date, the Secretary shall determine whether the petitioning group
meets the requirements of section 222 and shall issue a certification
of eligibility to apply for assistance under this chapter covering work-
ers in any group which meets such requirements. Each certification
shall specify the date on which the total or partial separation began
or threatened to begin.

(b) A certification under this section shall not apply to any worker
whose last total or partial separation from the firm or appropriate
subdivision of the firm before his application under section 231
occurred-

(1) more than one year before the date of the petition on
which such certification was granted, or
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(2) more than 6 months before the effective date of this chapter.
(c) Upon reaching his determination on a petition, the Secretary W

shall promptly publish a summary of the determination in the Fed-
eral Register together with his reasons for making such determination.

(d) Whenever the Secretary determines, with respect to any certi-
fication of eligibility of the workers of a firm or subdivision of the
firm, that total or partial separations from such firm or subdivision
are no longer attributable to the conditions specified in section 222, he
shall terminate such certification and promptly have notice of such
termination published in the Federal Register together with his rea-
sons for making such determination. Such termination shall apply
only with respect to total or partial separations occurring after tho
termination date specified by the Secretary.

SEC. 22 STUDY BY SECRETARY OF LABOR WHEN INTERNATIONAL
TRADE COMMISSION BEGINS INVESTIGATION; ACTION
WHERE THERE IS AFFIRMATIVE FINDING.

(a) Whenever the INternational Trade Commission (hereafter
referred to in this chapter as the "Commission") begins an investiga-
tion under section 201 with respect to an industry, the Commission
shall immediately notify the Secretary of such investigation, and the
Secretary shall immediately begin a study of-

(1) the number of workers in the domestic industry producing
the like or directly competitive article who have been or are likely
to be certified as eligible for adjustment assistance, and

(2) the extent to which the adjustment of such workers to the
import competition may be facilitated through the use of exist-
ing programs.

(b) The report of the Secretary of the study under subsection (a)
shall be made to the President not later than 15 days after the day on
which the Commission makes its report under section 201. Upon mak-
ing his report to the President, the Secretary shall also promptly make
it public (with the exception of information which the Secretary deter-
mines to be confidential) and shall have a summary of it published in
the Federal Register.

(c) Whenever the Commission makes an affirmative finding under
section 201(b) that increased imports are a substantial cause of seri-
ous injury or threat thereof with respect to an industry, the Secretary
shall make available, to the extent feasible, full information to the
workers in such industry about programs which may facilitate the
adjustment to import competition of such workers, and he shall pro-
vide assistance in the preparation and processing of petitions and ap-
plications of such workers for program benefits.
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Subchapter B-Program Benefits

PART I-TRADE READJUSTMENT ALLOWANCES

SEC. M1. QUALIFYING REQUIREMENTS FOR WORKERS.

Payment of a trade readjustment allowance shall be made to an
adversely affected worker covered by a certification under sub-
chapter A who files an application for such allowance for any week of
unemployment which begins after the date specified in such certifica-
tion pursuant to section 223(a), if the following conditions are met:

(1) Such worker's last total or partial separation before his
application under this chapter, occurred-

(A) on or after the date, as specified in the certification
under which he is covered, on which total or partial separa-
tion began or threatened to begin in the adversely affected
employment, and

(B) before the expiration of the 2-year period beginning
on the date on which the determination under section 223 was
made, and
(C) before the termination date (if any) determined pur-
suant to section 223(d) ; and

(2) Such worker had, in the 52 weeks immediately preceding
* such total or partial separation, at least 26 weeks of employment

at wages of $0 or more a week in adversely affected employment
with a single firm or subdivision of a firm, or, if data with respect
to weeks of employment are not available, equivalent amounts
of employment computed under regulations prescribed by the
Secretary.

SEC. 232. WEEKLY AMOUNTS.
(a) Subject to the other provisions of this section, the trade read-

jtustment allowance payable to an adversely affected worker for a
week of unemployment shall be-

(1) 70 percent of his average weekly wage (but not in excess
of the average weekly manufacturing wage), reduced by

(2) 50 percent of the amount of the remuneration for services
performed during such week.

(b) Any adversely affected worker who is entitled to trade read-
justment allowances and who is undergoing training approved by
the Secretary, including on-the-job training, shall receive for each
week in which he is undergoing any such training, a trade readjust-
ment allowance in an amount (computed for such week) equal to the
amount computed under subsection (a) or (if greater) the amount
of any weekly allowance for such training to which he would be
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entitled under any other Federal law for the training of workers, if
he applied for such allowance. Such trade readjustment allowance
shall be paid in lieu of any training allowance to which the worker
would be entitled under such other Federal law.

(c) The amount of trade readjustment allowance payable to an
adversely affected worker under subsection (a) for any week shall
be reduced by any amount of unemployment insurance which he
receives, or which he would receive if he applied for such insurance,
with respect to such week; but, if the appropriate State or Federal
agency finally determines that the worker was not entitled to unem-
ployment insurance with respect to such week, the reduction shall not
apply with respect to such week.

(d) If unemployment insurance, or a training allowance under any
Federal law, is paid to an adversely affected worker for any week of
unemployment with respect to which he would be entitled (determined
without regard to subsection (c) or (e) or to any disqualification under
section 236(c)) to a trade readjustment allowance if he applied for
such allowance, each such week shall be deducted from the total num-
ber of weeks of trade readjustment allowance otherwise pay-ible to
him under section 233(a) when he applies for a trade readjustment
allowance and is determined to be entitled to such allowance. If the
unemployment insurance or the training allowance paid to such
worker for any week of unemployment is less than the amount of the
trade readjustment allowance to which he would be entitled if he
applied for such allowance, he shall receive, when he applies for a
trade readjustment allowance and is determined to be entitled to such
allowance, a trade readjustment allowance for such week equal to such
difference.

(e) Whenever, with respect to any week of unemployment, the
total amount payable to an adversely affected worker as remuneration
for services performed during such week, as unemployment insurance,
as a training allowance referred to in subsection (d), and as a trade
readjustment allowance exceeds 80 percent of his average weekly wage
(or, if lesser, 130 percent of the average weekly manufacturing wage),
then his trade readjustment allowance for such week shall be reduced
by the amount of such excess.

(f) The amount of any weekly payment to be made under this
section which is not a whole dollar amount shall be rounded upward
to the next higher whole dollar amount.
SEC. M. TIME LIMITATIONS ON TRADE READJUSTMENT ALLOW-

ANCES&

(a) Payment of trade readjustment allowances shall not be made
to an adversely affected worker for more than 52 weeks, except that, 0
in accordance with regub~ao prescribed by the Secretary-
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* (1) such payments may be made for not more than 26 addi-
tional weeks to an adversely affected worker to assist him to
complete training approved by the Secretary, or

(2) such payments shall be made for not more than 26 addi-
tional weeks to an adversely affected worker who had reached his
60th birthday on or before the date of total or partial separation.

In no case may an adversely affected worker be paid trade readjust-
ment allowances for more than 78 weeks.

(b) (1) Except for a payment made for an additional week under
subsection (a) (1) or (a) (2), a trade readjustment allowance may not
be paid for a week of unemployment beginning more than 2 years
after the beginning of the appropriate week.

(2) A trade readjustment allowance may not be paid for an addi-
tional week specified in subsection (a) (1) if the adversely affected
worker who would receive such allowance did not make a bona fide
application to a training program approved by the Secretary within
180 days after the end of the appropriate week or the date of his first
certification of eligibility to apply for adjustment assistance issued by
the Secretary, whichever is later.

(3) A trade readjustment allowance may not be paid for an addi-
tional week specified in subsection (a) if such additional week begins

*more than 3 years after the beginning of the appropriate week.
(4) For purposes of this subsection, the appropriate week-

(A) for a totally separated worker is the week of his most
recent total separation, and

(B) for a partially separated worker is the first week for which
he receives a trade readjustment allowance following his most
recent partial separation. •

SEC. 234. APPLICATION OF STATE LAWS.
Except where inconsistent with the provisions of this chapter and

subject to such regulations as the Secretary may prescribe, the avail-
ability and disqualification provisions of the State law-

(1) under which an adversely affected worker is entitled to
unemployment insurance (whether or not he has filed a claim
for such insurance), or

(2) if he is not so entitled to unemployment insurance, of the
State in which he was totally or partially separated,

shall apply to any such worker who files a claim for trade readjust-
mept allowances. The State law so determined with respect to a sepa-
ration of a worker shall remain applicable, for purposes of the
preceding sentence, with respect to such separation until such worker
becomes entitled to unemployment insurance under another State law

* (whether or not lie has filed a claim for such insurance).
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PART I--TRAINING AND RELATED SERVICES

SEC. EMPLOYMENT SERVICE.
The Secretary shall make every reasonable effort to secure for

adversely affected workers covered by a certification under subchapter
A of this chapter counseling, testing, and placement services, and sup-
portive and other services, provided for under any other Federal law.
The Secretary shall, whenever appropriate, procure s&ch services
through agreements with cooperating State agencies.

SEC. 236. TRAINING.
(a) If the Secretary determines that there is no suitable employ-

ment available for an adversely affected worker covered by a certifica-
tion under subchapter A of this chapter, but that suitable employment
(which may include technical and professional employment) would
be available if the worker received appropriate training, he may
approve such training. Insofar ns possible, the Secretary shdll provide
or assure the provision of stiCh training on the job.

(b) The Secretary may, wh ire appropriate, authorize suppemental
assistance necessary to defr ,i transportation and subsistence expenses
for separate maintenance w i -n training is provided in facilities which
are not within commuting distance of a worker's regular place of resi-
dence. The Secretary shall not authorize payments for subsistence
exceeding $15 per day; nor shall he authorize payments for trans-
portation expenses exceeding 12 cents per mile.

(c) Any adversely affected worker who, without good cause, refuses
to accept or continue, or fails to make satisfactory progress in, suitable
training to which he has been referred by the Secretary shall not there-
after be entitled to payments under'this chapter until he enters or
resumes the training to which he has been so referred.

PART 111-JOB SEARCH AND RELOCATION
ALLOWANCES

SEC. 237. JOB SEARCH ALLOWANCES.
(a) Any adversely affected worker covered by a certification under

subchapter A of this chapter who h,-s been totally separated may file
an application with the Secretary for a job search allowance. Such
allowance, if granted, shall provide reimbursement to the worker of
80 percent of the cost of his necemssary job search expenses as p~re-
scribed by regulations of the Secretary; except that such reimburpe-
ment may not exceed $500 for any worker.

(b) A job search allowance may be granted only-
(1) to assist an adversely affected worker in securing a job

within the United States;

I
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(2) where the Secretary determines that such worker cannot
reasonably be expected to secure suitable employment in the
commuting area in which he resides; and

(3) where the worker has filed an application for such allow-
ance with the Secretary no Iitter than 1 year after the date of his
last total separation before his application under this chapter
or (in the case of a worker who has been referred to training by
the Secretary) within a reasonable period of time after the con-
clusion of such training period.

SEC. 238. RELOCATION ALLOWANCES.
(a) Any adversely affected worker covered by a certification under

subchapter A of this chapter who has been totally separated may file
an application with the Secretary for a relocation allowance, subject
to the terms and conditions of this section.

(b) A relocation allowance may be granted only to assist an ad-
versely affected worker in relocating within the United States and
only if the Secretary determines that such worker cannot reasonably
be expected to secure suitable employment in the commuting area in
which lie resides and that such worker-

(1) has obtained suitable employment affording a reasonable
expectation of long-term duration in the area in which he wishes
to relocate, or

(2) has obtained a bona fide offer of such employment.
(c) A relocation allowance shall not be granted to such worker

unless-
(1) for the week in which the application for such allowance

is filed, lie is entitled to a trade readjustment allowance (deter-
mined without regard to section 232 (c) and (e)) or would be so
entitled (determined without regard to whether lie filed applica-
tion therefor) but for the fact that he has obtained the employ-
ment referred to in subsection (b) (1), and

(2) such relocation occurs within a reasonable period after the
filing of suCh application or (in the case of a worker who has
ken referred to training by the Secretary) within a reasonable
period after the conclusion of such training.

Under regulations prescribed by the Secretary, a relocation allowance
shall not be granted to more than one member of the family with
respect to the same relocation.

(d) For the purposes of this section, the term "relocation allowance"
means--

(1) 80 percent of the reasonable and necessary expens.•e, as
specified in regulations prescribed by the Secretary, incurred in

21-746 0 - 78 - 54
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transporting a worker and his family, if any, and household
effects, and

(2) a lump sum equivalent to three times the worker's average
weekly wage, up to a maximum payment of $500.

Subchapter C-General Provisions

SEC 239. AGREEMENTS WITH STATES.
(a) The Secretary is authorized on behalf of the United States

to enter into an agreement with any State, or with any State agency
(referred to in this subchapter as "cooperating States" and "cooperat-
ing States agencies" respectively). Under such an agreement, the co-
operating State agency (1) as agent of the United States, will rceive
applications for, and will provide, payments on the basis prov ed in
this chapter, (2) where appropriate, will afford adversely aff ýcted
workers who apply for payments under this chapter testing. counsel-
ing, referral to training, and placement services, and (3) will other-
wise cooperate with the Secretary and with other State and Federal
agencies in providing payments and services under this chapter.

(b) Each agreement under this subchapter shall provide the terms
and conditions upon which the agreement may be amended, suspended,
or terminated.

(c) Each agreement under this subchapter shall provide that un-
employment insurance otherwise payable to any adversely affected
worker will not be denied or reduced for any week by reason of any
right to payments under this chapter.

(d) A determination by a cooperating State agency with respect to
entitlement to program benefits under an agreement is subject to re-
view in the same manner and to the same extent as determinations
under the applicable State law and only in that manner and to that
extent.

(e) Section 3302(c) of the Internal Revenue Code of 1954 (rclat-
ing to credits against Federal unemployment tax) is amended by
inserting after paragraph (3) the following new paragraph:

"(4) If the Secretary of Labor determines that a State, or
State agency, has not--

"(A) entered into the agreement described in section 239
of the Trade Act of 1974, with the Secretary of Labor before
July 1, 1975, or

"(B) fulfilled its commitments under an agreement with
the Secretary of Labor as described in section 239 of the
Trade Act of 1974,

then, in the case of a taxpayer subject to the unemployment
compensation law of such State, the total credits (after applying
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subsections (a) and (b) and paragraphs (1), (2), and (3) of
this section) otherwise allowable under this section for a year
during which such State or agency does not enter into or fulfill
such an agreement shall be reduced by 15 percent of the tax
imposed with respect to wages paid by such taxpayer during such
year which are attributable to such State.".

SEC. 2. ADMINISTRATION SENTT STATE AGREEMENT.
(a) In any State where there is no agreement in force between a

State or its agency under section 239, the Secretary shall arrange
under regulations prescribed by him for performance of all necessary
functions under subchapter B of this chapter, including provision
for a fair hearing for any worker whose application for payments
is denied.

(b) A final determination under subsection (a) with respect to
entitlement to program benefits under subchapter B of this chapter
is subject to review by the courts in the same manner and to the same
extent as is provided by section 205(g) of the Social Security Act (42
U.S.C. sec. 405 (g)).
SEC. 241. PAYMENTS TO STATES.

(a) The Secretary shall from time to time certify to the Secretary
of the Treasury for payment to each cooperating State the sums neces-
sary to enable such State as agent of the United States to make pay-
ments provided for by this chapter. The Secretary of the Treasury,
prior to audit or settlement by the General Accounting Office, shall
make payment to the State from the Adjustment Assistance Trust
Fund established in section 245 in accordance with such certification.

(b) All money paid a State under this section shall be used solely
for the purposes for which it is paid; and money so paid which is not
used for such purposes shall be returned, at the time specified in the
agreement under this subchapter, to the Secretary of the Treasury and
credited to Adjustment Assistance Trust Fund.

(c) Any agreement under this subchapter may require any officer
or employee of the State certifying payments or disbursing funds
under the agreement or otherwise participating in the performance
of the agreement, to give a surety bond to the United States in such
amount as the Secretary may deem necessary, and may provide for the
payment of the cost of such bond from funds for carrying out the
purposes of this chapter.
SEC. 24L LIABILITIES OF CERTIFYING AND DISBURSING OFFICERS.

(a) No person designated by the Secretary, or designated pursuant
to an agreement under this subchapter, as a certifying officer, shall, in
the absence of gross negligence or intent to defraud the United States,
be liable with respect to any payment certified by him under this
chapter.
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(b) No disbursing officer shall. in the absence of gross negligence or
,ntent to defraud the United States, be liable with resj)ect to any pay-
ment by him under this chapter if it was based upon a ,oucher S.gneld
by a (ertifying officer designated as provided in subsection (a).

SEC. 24& RECOVERY OF OVERPAYMENTS.
(a) If a cooperating State agency or the Secretary. or a court of

competent jurisdiction finds that any person-
(1) has made or has caused to be made by another, a false state-

ment or representation of a material fact knowing it to be false,
or has knowingly failed or caused another to fail to disclose a
material fact; and

(2) as a result of such action has received any payment under
this chapter to which he was not entitled.

such person shall be liable to repay such amount to the State agency
or the Secretary as the case may be, or either may recover such amount
by deductions from any sums payable to such person under this chap-
ter. Any such finding by a State agency or the Secretary may be
made only after an opportunity for a fair hearing.

(b) Any amount repaid to a State agency under this section shall
be deposited into the fund from which payment was made. Any
amount repaid to the Secretary under this section shall be returned
to the Secretary of the Treasury and credited to the Adjustment
Assistance Trust Fund.

SEC. 244. PENALTIES.
Whoever makes a false statement of a material fact knowing it to

be false, or knowingly fails to disclose a material fact, for the purpose

of obtaining or increasing for himself or for any other person any
payment authorized to be furnished under this chapter or pursuart
to an agreement under section 239 shall be fined not more than $1.000
or imprisoned for not more than one year, or both.

SEC. 245. CREATION OF TRUST FUND; AUTHORIZATION OF APPRO-
PRIATIONS OUT OF CUSTOMS RECEIPTS.

(a) There is hereby established on the books of the Treasury of
the United States a trust fund to be known as the "Adjustment Assist-
ance Trust Fund" (referred to in this section as the "Trust Fund").
The Trust Fund shall consist of such amounts as may be deposited in
it pursuant to the authorization contained in subsection (b). Amounts
in the Trust Fund may be used only to carry out the provisions of
this chapter (including administrative costs). The Secretary of the
Treasury shall be the trustee of the Trust Fund and shall report to
the Congress not later than March 1 of each year on the operation
and status of the Trust Fund during the preceding fiscal year.

(b) (1) There are hereby authorized to be appropriated to the Truwt
Fund, out of amounts in the general fund of the Treasury attributable
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to the collections of customs duties aot otherwise appropriated, for
each fiscal year ending after the date of the enactment of this Act, such
sums as may be necessary to carry out the provisions of this chapter
(including administrative costs).

(2) There are authorized to be appropriated to the Trust Fund, for
purposes of training (including administrative costs) under section
036 such sums as may be necessary.

SEC. 246. TRANSITIONAL PROVISIONS.
(a) Where a group of workers has been certified as eligible to apply

for adjustment assistance under section 302(b) (2) or (c) of the Trade
Expansion Act of 1962, any worker who has not had an application for
trade readjustment allowances under section 322 of that Act denied
before the effective date of this chapter may apply under section 231 of
this Act as if the group certification under which lie claims coverage
had been made under subchapter A of this chapter.

(b) In any case where a group of workers or their certified or recog-
nized union or other duly authorized representative has filed a petition
under section 301 (a) (2) of the Trade Expansion Act of 1962, more
than 4 months before the effective date of this chapter and

(1) the Commission has not rejected such petition before the
effective date of this chapter, and

(2) the President or his delegate has not issued a certification
under section 30-2(c) of that Act to the petitioning group before
the effective date of this chapter.

such group or representative thereof may file a new petition under set-
tion 221 of this Act, not later than !0 days after the effective date of this
chapter. For purposes of section 223(b) (1), the date on which such
group or representative filed the petition under the Trade Expansion
Act of 1962 shall apply. Section 223(b) (2) shall not apply to workers
covered by a certification issued pursuant to a petition meeting the
requirements of this subsection.

(c) A group of workers may file a petition under section 221 cover-
ing weeks of unemployment (as defined in the Trade Expansion Act of
1962) beginning before the effective (late of this chapter, or covering
such weeks and also weeks of unemployment beginning on or after

the effective date of this chapter.
(d) Any worker receiving payments pursuant to this section shall

be entitled-
(1) for weeks of unemployment (as defined in the Trade Ex-

pansion Act of 1962) beginning before the effective date of this
chapter, to the rights and privileges provided in chapter 3 of title
III of such Act, and

(2) for weeks of unemployment beginning on or after the
effective date of this chapter, to the rights and privileges provided
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in this chapter, except that the total number of weeks of unem-
ployment, as defined in the Trade Expansion Act of 1962, for
which trade readjustment allowances were payable under that
Act shall be deducted from the total number of weeks of unem-
ployment for which an adversely affected worker is eligible for
trade readjustment allowances under this chapter.

(e) The Commission shall make available to the Secretary on re-
quest data it has acquired in investigations under section 301 of the
Trade Expansion Act of 1962 concluded within the 2-year period end-
ing on the effective date of this chapter which did not result in Presi-
dential action under section 302 (a) (3) or 302(c) of that Act.

SEC. 247. DEFINITIONS.

For purposes of this chapter-
(1) The term "adversely affected employment" means employ-

ment in a firm or appropriate subdivision of a firm, if workers of
such firm or subdivision are eligible to apply for adjustment
assistance under this chapter.

(2) The term "adversely affected worker" means an individual
who, because of lack of work in adversely affected employment-

(A) has been totally or partially separated from such
employment, or

(B) has been totally separated from employment with the
firm in a subdivision of which such adversely affected em-
ployment exists.

(3) The term "average weekly manufacturing wage" means the
national gross average weekly earnings of production workers in
manufacturing industries for the latest calendar year (as officially
published annually by the Bureau of Labor Statistics of the
Department of Labor) most recently published before the period
for which the assistance under this chapter is furnished.

(4) The term "average weekly wage" means one-thirteenth of
the total wages paid to an individual in the high quarter. For pur-
poses of this computation, the high quarter shall be that quarter
in which the individual's total wages were highest among the first
4 of the last 5 completed calendar quarters immediately before the
quarter in which occurs the week with respect to which the com-
putation is made. Such week shall be the week in which total sepa-
ration occurred, or, in cases where partial separation is claimed,
an appropriate week, as defined in regulations prescribed by the
Secretary.

(5) The term "average weekly hours" means the average hours
worked by the individual (excluding overtime) in the employment
from which he has been or claims to have been separated in the
52 weeks (excluding weeks during which the individual was sick
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or on vacation) preceding the week specified in the last sentence
of paragraph (4).

(6) The term "partial separation" means, with respect to an
individual who has not been totally separated, that he has had-

(A) his hours of work reduced to 80 percent or less of his
average weekly hours in adversely affected employment, and

(B) his wages reduced to 80 percent or less of his average
weekly wage in such adversely affected employment.

(7) The term "remuneration" means wages and net earnings
derived from services performed as a self-employed individual.

(8) The term "State" includes the District of Columbia and the
Commonwealth of Puerto Rico; and the term "United States"
when used in the geographical sense includes such Commonwealth.

(9) The term "State agency" means the agency of the State
which administers the State law.

(10) The term "State law" means the unemployment insurance
law of the State approved by the Secretary of Labor under section
3304 of the Internal Revenue Code of 1954.

(11) The term "total separation" means the layoff or severance
of an individual from employment with a firm in which, or in
a subdivision of which, adversely affected employment exists.

(12) The term "unemployment insurance" means the unem-
ployment insurance payable to an individual under any State
law or Federal unemployment insurance law, including chapter
85 of title 5, United States Code, and the Railroad Unemploy-
ment Insurance Act.

(13) The term "week" means a week as defined in the applicable
State law.

(14) The term "week of unemployment" means with respect
to an individual any week for which his remuneration for services
performed during such week is less than 80 percent of his average
weekly wage and in which, because of lack of work-

(A) if he has been totally separated, he worked less than
the full-time week (excluding overtime) in his current occu-
pation, or

(B) if he has been partially separated, he worked 80 per-
cent or less of his average weekly hours.

SEC. 248. REGULATIONS.
The Secretary shall prescribe such regulations as may be necessary

to carry out the provisions of this chapter.
SEC. 249. SUBPENA POWER.

(a) The Secretary may require by subpena the attendance of wit-
nesses and the production of evidence necessary for him to make a
determination under the provisions of this chapter.
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(b) If a person refuses to obey a subpena issued under subsection
(a), a United States district court within the jurisdiction of which
the relevant proceeding under this chapter is conducted may, upon
petition by the Secretary, issue an order requiring compliance with
such subpena.
SEC. 25. JUDICIAL REVIEW.

(a) A worker, group of workers, certified or recognized union, or
an authorized representative of such worker or group, aggrieved by a
final determination by the Secretary under the provisions of section
223 may, within 60 days after notice of such determination, file a
petition for review of such determination with the United States
court of appeals for the circuit in which such worker or group is
located or in the United States Court of Appeals for the District
of Columbia Circuit. The clerk of such court shall send a copy of
such petition to the Secretary. Upon receiving such petition, the Sec-
retary shall promptly certify and file in such court the record on
which he based such determination.

(b) The findings of fact by the Secretary, if supported by sub-
stantial evidence, shall be conclusive; but the court, for good cause
shown, may remand the case to the Secretary to take further evidence,
and the Secretary may thereupon make new or modified findings of
fact and may modify his previous action, and shall certify to the
court the record of the further proceedings. Such new or modified
findings of fact shall likewise be conclusive if supported by substan-
tial evidence.

(c) The court shall have jurisdiction to affirm the action of the
Secretary or to set it aside, in whole or in part. The judgment of the
court shall be subject to review by the Supreme Court of the United
States upon certiorari or certification as provided in section 1254 of
title 28, United States Code.
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TITLE 5 U.S.C.-GOVERNMENT
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SUBCHAPTER I--EMPLOYEES GENERALLY

48501. DEFINITIONS.
For the purpose of this subchapter-

(1) "Federal service" means service performed after 1952 in
the employ of the United States or an instrumentality of the
United States which is wholly or partially owned by the United
State-s, but does not include service (except service to which sub-
chapter II of this chapter applies) performed-

(A) by an elective official in the executive or legislative
branch;

(B) as a member of the armed forces;
(C) by Foreign Service personnel for whom special sepa-

ration allowances are provided under chapter 14 of title 22;
(D) outside the United States, the Commonwealth of

Puerto Rico, and the Virgin Islands by an individual who is
not a citizen of the United States;
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(E) by an individual excluded by regulations of the Civil
Service Commission from the operation of subchapter III
of chapter 83 of this title because he is paid on a contract or
fee basis;

(F) by an individual receiving nominal pay and allow-
ances of $12 or less a year;

(G) in a hospital, home, or other institution of the United
States by a patient or inmate thereof;

(H) by a student-employee as defined by section 5351 of
this title;

(I) by an individual serving on a temporary basis in case
of fire, storm, earthquake, flood, or other similar emergency;

(J) by an individual employed under a Federal relief
program to relieve him from unemployment;

(K) as a member of a State, county, or community com-
mittee under the Agricultural Stabilization and Conservation
Service or of any other board, council, committee, or other
similar body. unless the board, council, committee, or other
body is composed exclusively of individuals otherwise in the
full-time employ of the United States; or

(L) by an officer or a member of the crew on or in con-
nection with an American vessel-

(i) owned by or bareboat chartered to the United
States; and

(ii) whose business is conducted by a general agent
of the Secretary of Commerce;

if contributions on account of the service are required to be
made to an unemployment fund under a State unemployment
compensation law under section 3305(g) of title 26:

(2) "Federal wages" means all pay and allowances, in cash
and in kind, for Federal service;

(3) "Federal employee" means an individual who has per-
formed Federal service;

(4) "compensation" means cash benefits payable to an indi-
vidual with respect to his unemployment including any portion
thereof payable with respect to dependents;

(5) "benefit year" means the benefit year as defined by the
applicable State unemployment compensation law, and if not so
defined the term means the period prescribed in the agreement
under this subchapter with a State or, in the absence of such an
agreement, the period prescribed by the Secretary of Labor;

(6) "State" means the several States, the District of ('olimbis.
the Commonwealth of Puerto Rico, and the Virgin Islands;'

2 Paragaph (6) was amended by secUon 116(e) (1) of P.L. 94"-G&
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(7) "United States", when used in a geographical sense, means
the States; and

(8) "base period" means the base period as defined by the
applicable State unemployment compensation law for the bene-
fit year.'

§8502. COMPENSAVI TON UNDER STATE AGREEMENT.
(a) The Secretary of Labor, on behalf of the United States, may

enter into an agreement with a State, or with an agency administering
the unemploymlent compensation law of a State, under which the State
agency shall-

(1) pay, as agent of the United States, compensation under
this subchapter to Federal employees; and

(2) otherwise cooperate with the Secretary and with other
State agencies in paying compensation under this subchapter.

(b) The agreement shall provide that compensation will be paid
by the State to a Federal employee in the same amount, on the same
terms, and !-ubject to the same conditions as the coinpenbation which
would be payable to him under the unemployment compensation law
of the State if his Federal service and Federal wages assigned under
section b501 of this title to the State had been included as employment
and wages under that State law.

* (c) (Repealed.)
(d) A determination by a State agency with respect to entitlement

to compensation under an agreement is subject to review in the same
manner and to the same extent as determinations under the State
unemployment compensation law, and only in that manner and to
that extent.

(e) Each agreement shall provide the terms and conditions on
which it may be amended or terminated.

§ 8503. COMPENSATION ABSENT STATE AGREEMENT.
(a) In the case of a Federal employee whose Federal service and

Federal wages are assigned under section 8504 of this title to a State
which does not have an agreement with the Secretary of Labor, the
Secretary, under regulations prescribed by him, shall, on the filing
by the Federal employee of a claim for compensation under this sub-
section, pay compensation to him in the same amount, on the same
terms, and subject to the same conditions as would be paid to him
under the unemployment compensation law of the State if his Federal
service and Federal wages had been included as employment and
wages wider that State law. However, if the Federal employee, with-
out regard to his Federal service and Federal wages, has employ-
ment cor wages sufficient to qualify for compensation during the. "Paragraph (8) was added by section 214(b) of P.L. 9-5686.
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benefit year under that State law. then payments of compensation
under this subsection may be made only on the basis of his Federal
service and Federal wages.

(b) A Federal employee whose claim for compen-ation under sub-
section (a) of this se,.tion is denied is entitled to a fair hearing under
regulations prescribed by the Secretary. A final determination by the
Secretary with respect to entitlement to compensation under this sec-
tion is subject to review by the courts in the same manner and to the
same extent as is provided by section 405 (g) of tile 42.1

§ 8504. ASSIGNMENT OF FEDERAL SERVICE AND WAGES.
Under regulations prescribed by the Secretary of Labor, the Fed-

eral service and Federal wages of a Federal employee shall be assigned
to the State in which he had his last official station in Federal service
before the filing of his first claim for compensation for the benefit
year. However-

(1) if, at the time of filing his first claim, he resides in another
State in which he performed, after the termination of his Federal
service. service covered under the unemployment compensation
law of the other State, his Federal service and Federal wages shall
be assigned to the other State;

(2) if his last official station in Federal service, before filing
his first claim, was outside the United States. his Federal service
and Federal wages shall be assigned to the State where he resides
at the time he files his first claim. 2

§ 8505. PAYMENTS TO STATES.
(a) Each State is entitled to be paid by the United States with

respect to each individual whose base period wages included Federal
wages an amount which shall bear the same ratio to the total amount
of'compensation paid to such individual as the amount of his Federal
wages in his base period bears to the total amount of his base period
wages.3

(b) Each State shall be paid, either in advance or by way of reim-
bursement, as may be determined by the Secretary of Labor, the sum
that the Secretary estimates the State is entitled to receive under this
subchapter for each calendar month. The sum shall be reduced or in-
creased by the amount which the Secretary finds that his estimate
for an ea-rlier calendar month was greater or less than the sum which
should have been paid to the State. An estimate may be made on the
basis of a statistical, samplingg, or other method agreed on by the
Secretary and the State agency.

(c) The Secretary, from time to time, shall certify to the Secretary
of the Treasury the sum payable to each State under this section. The

I Section 8503 was amended by section 116(e) (2) of P.. 94-566.
2 Section 8504 was amended by section 116(e) (3) of P.L. 94-566.
3 Subsection (a) was amended by section 214(a) of P.L. 94-566.

736



UCFE/UCX

Secretary of the Treasury before audit or settlement by the General

W Accounting Office, shall pay the State in accordance with the certifica-

tion from the funds for carrying out the purposes of this subchapter.

(d) Money paid a State under this subchapter may be used solely

for the purposes for which it is paid. Money so paid which is not used

for these purposes shall be returned, at the time specified by the agree-

ment, to the Treasury of the United States and credited to current

applicable appropriations, funds, or accounts from which payments

to States under this subchapter may be made.
(e) An agreement may-

(1) require each State officer or employee who certifies pay-
ments or disburses funds under the agreement, or who otherwise
participates in its performance, to give a surety bond to the

United States in the amount the Secretary considers necessary;
and

(2) provide for payment of the cost of the bond from funds for
carrying out the purposes of this subchapter.

(f) In the absence of gross negligence or intent to defraud the
United States, an individual designated by the Secretary, or desig-
nated under an agreement, as a certifying official is not liable for the
payment of compensation certified by him under this subchapter.

(g) In the absence of gross negligence or intent to defraud the
V United States, a disbursing official is not liable for a payment by him

under this subchapter if it was based on a voucher signed by a certi-
fying official designated as provided by subsection (f) of this section.

(h) For the purpose of payments made to a State under subchap-
ter III of chapter 7 of title 42, administration by a State agency
under an agreement is deemed a part of the administration of the
State unemployment compensation law.

§ 8506. DISSEMINATION OF INFORMATION.

(a) Each agency of the United States and each wholly or partially
owned instrumentality of the United States shall make available to
State agencies which have agreements under this subchapter, or to
the Secretary of Labor, as the case may be, such information con-
cerning the Federal service and Federal wages of a Federal employee
as the Secretary considers practicable and necessary for the deter-
mination of the entitlement of the Federal employee to compensation
under this subchapter. The information shall include the findings of
the einpb)ing agency concerning-

(1) whether or not the Federal employee has performed Fed-
eral service;

(2) the periods of Federal service;
(3) the amount of Federal wages; and
(4) the reasons for termination of Federal service.
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The employing agency shall make the findings in the form anC. man-
ner prescribed by regulations of the Secretary. The regulations shall
include provision for correction by the employing agency of errors
and omissions. This subsection does not apply with respect to Federal
service and Federal wages covered by subchapter II of this chapter.'

(b) The agency administering the unemployment compensation
law of a State shall furnish the Secretary such information as he con-
siders necessary or appropriate in carrying out this subchapter. The
information is deemed the report required by the Secretary for the
purpose of section 503 (a) (6) of title 42.

1 8507. FALSE STATEMENTS AND MISREPRESENTATIONS.
(a) If a State agency, the Secretary of Labor, or a court of com-

petent jurisdiction finds that an individual-
(1) knowingly has made, or caused to be made by another, a

false statement or representation of a material fact, or know-
ingly has failed, or caused another to fail, to disclose a material
fact; and

(2) as a result of that action has received an amount as com-
pensation under this subchapter to which he was not entitled;

the individual shall repay the amount to the State agency or the
Secretary. Instead of requiring repayment under this subsection, the
State agency or the Secretary may recover the amount by deductions
from compensation payable to the individual under this subchapter
during the 2-year period after the date of the finding. A finding by
a State agency or the Secretary may be made only after an opportunity
for a fair hearing, subject to such further review as may be appro-
priate under sections 8502(d) and 8503(c) of this title.

(b) An amount repaid under subsection (a) of this section shall
be-

(1) deposited in the fund from which payment was made, if
the repayment was to a State agency; or

(2) returned to the Treasury of the United States and credited
to the current applicable appropriation, fund, or account from
which payment was made, if the repayment was to the Secretary.

§8508. REGULATIONS.
The Secretary of Labor may prescribe rules and regulations neces-

sary to carry out this subchapter and subchapter 1I of this chapter.
The Secretary, insofar as practicable, shall consult with representa-
tives of the State unemployment compensation agencies before pre-
scribing rules or regulations which may affect the performance by
the State agencies of functions under agriements under this
subchapter.

I Subsction (a) was amended by section 318 of P.L. 94-566.
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SUBCHAPTER II-EX-SERVICEMEN. §1 8521. DEFINITIONS; APPLICATION.
(a) For the purpose of this subehapter-

(1) "Federal service" means active service, including active
duty for training purposes, in the armed forces which either
began after January 31, 1955, or terminated after October 27,
1958, if-

(A) that service was continuous for 90 days or more, or
was terminated earlier because of an actual service-incurred
injury or disability; and

(B) with respect to that service, the individual-
(i) was discharged or released under conditions other

than dishonorable; and
(ii) was not given a bad conduct discharge, or, if an

officer, did not resign for the good of the service;
(2) "Federal wages" means all pay and allowances, in cash

and in kind, of Federal service, computed on the basis of the
pay and allowances for the pay grade of the individual at the
time of his latest discharge or release from Federal service as
specified in the schedule applicable at the time he files his first
claim for compensation for the benefit year. The Secretary of
Labor shall issue, from time to time, after consultation with the
Secretary of Defense, schedules specifying the pay and allow-
ances for each pay grade of servicemen covered by this sub-
chapter, which reflect representative amounts for appropriate
elements of the pay and allowances whether in cash or in kind;
and

(3) "State" means the several States, the District of Columbia,
the Commonwealth of Puerto Rico, and the Virgin Islands.1

(b) The provisions of subchapter I of this chapter, subject to the
modifications made by this subchapter, apply to individuals who
have had Federal service as defined by subsection (a) of this sez-tion.
§ 8522. ASSIGNMENT OF FEDERAL SERVICE AND WAGES.

Notwithstanding section 8504 of this title, Federal service and Fed-
eral wages not previously assigned shall be assigned to the State
in which the claimant first files claim for unemployment compensa-
tion after his latest discharge or release from Federal service. This
assignment is deemed as assignment under section 8504 of this title
for the purpose of this subchapter. 2

§8523. DISSEMINATION OF INFORMATION.
(a) When designated by the Secretary of Labor, an agency of the. United States shall make available to the appropriate State agency

I Paragraph (3) was amended by section 116(e) (4) of P.-L 94-586.
U Section 8522 was amended by section 116(e) (5) of P.L. 94-566.
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or to the Secretary, as the case may be, such information, including
findings in the form and manner prescribed by regulations of the
Secretary, as the Secretary considers practicable and necessary for
the determination of the entitlement of an individual to compensa-
tion under this subchapter.

(b) Subject to correction of errors and omissions as prescribed by
regulations of the Secretary, the following are final and conclusive
for the purpose of sections 850&2(d) and 8503(c) of this title:

(1) Findings by an agency of the United States made in ac-
cordance with subsection (a) of this section with respect to-

(A) whether or not an individual has met any condition
specified by section 8521 (a) (1) of this title;

(B) the periods of Federal service; and
(C) the pay grade of the individual at the time of his latest

discharge or release from Federal service.
(2) The schedules of pay and allowances prescribed by the

Secretary under section 8521 (a) (2) of this title.

I M82. (Repealed.I
S8525. EFFECT ON OTHER STATUTES.

(a) [Repealed].
(b) An individual is not entitled to compensation under this sub-

chapter for any period with respect to which he receives-
(1) a subsistence allowance under chapter 31 of title 38 or

under part VIII of Veterayis Regulation Numbered 1 (a); or
(2) an educational assistance allowance under chapter 35 of

title 38.
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Revised April 1978

Excerpts From Public Law 93-66, As Amended
* * S S

TITLE I1-PROVISIONS RELATING TO THE
SOCIAL SECURITY ACT

Part B-Provisions Relating to Federal Program of
Supplemental Security Income

* S S S S S

Supplemental Security Income Benefits For Essential Persons

Sec. 211. (a) (1) In determining (for purposes of Title XVI of the
Social Security Act, as in effect after December 1973) the eligibility
for and the amount of the supplemental security income benefit pay-
able to any qualified individual (as defined in subsection (b)), with

* respect to any period for which such individual has in his home an
essential person (as defined in subsection (c) )-

(A) the dollar amounts specified in subsection (a) (1) (A) and
(2) (A), and subsection (b) (1) and (2), of section 1611 of such
Act, shall each be incre:ascd by $876 ' for each such essential person,
and

(B) the income and resources of such individual shall (for
purposes of such title XVI) be deemed to include the income and
resources of such essential person;

except that the provisions of this subsection shall not, in the case of
any individual, be applicable for any period whi-h begins in or after
the first month that such individual-

(C) does not but would (except for the provisions of sub-
paragraph (B)) meet-

(i) the criteria established with respect to income in sec-
tion 1611 (a) of such Act, or

(ii) the criteria established with respect to resources by
such section 1611(a), (or, if applicable, by section 1611(g)
of such Act).

(2) The provisions of section 1611(g) of the Social Security Act
(as in effect after December 1973) shall, in the case of any qualified. 1 Under section 1617 of the Social Security Act. the amount $S76 it Increased to reflect
cost-of-living changes. The amounts (on a monthly babis) are shoun in item 2 of appendix
E for 1975 and later year.
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individual (as defined in subsection (b)), be applied so as to include,
in the resources of such individual, the resources of any person (de-
scribed in subsection (b) (2)) whose needs were taken into account
in determining the need of such individual for the aid or assistance
referred to in subsection (b) (1).

(b) For purposes of this section, an individual shall be a "qualified
individual" only if-

(1) for the month of December 1973 such individual was a
recipient of aid or assistance under a State plan approved under
title I, X, XIV, or XVI of the Social Security Act, and

(2) in determining the need of such individual for such aid
or assistance for such month under such State plan, there were
taken irto account the needs of a person (other than such indi-
vidual) who-

(A) was living in the home of such individual, and
(B) was not eligible (in his or her own right) for aid or

assistance under such State plan for such month.
(c) The term "essential person", when used in connection with any

qualified individual, means a person who-
(1) for the month of D)ecember 1973 was a person describedd

in subsection (b) (2)) whose needs were taken into account in
determiiniing the need of such individual for aid or assistance under
"taqitate plan referred to in subsection (b) (1) as such State plan
was in effect for June 1973,

(2) lives in the home of such individual,
(3) is not eligible (in his or her own right) for supplemental

security income Ienefits under title XVI of the Social Security
Act (as in effect after December 1973), and

(4) is not the eligible spouse (as that term is used in such title
XVI) of such individual or any other individual.

If for any month after December 1973 any person fails to meet the
criteria specified in paragraph (2), (3), or (4) of the preceding sen-
tence, such person shall not, for such month or any month thereafter
be considered to be an essential person.

Mandatory Minimum State Supplementation of SSI Benefits
Program

See. 212. (a) (1) In order for any State (other than the Common-
wealth of Puerto Rico, Guam, or the Virgin Islands) to be eligible for
payments pursuant to title XIX, with respect to expenditures for any
quarter beginning after December 1973, such State must have in effect
an agreement with the Secretary of Health, Education, and Welfare
(hereinafter in this section referred to as the "Secretary") whereby
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* the State will provide to individuals residing in the State supple-
mentary payments as required under paragraph (2).

(2) Any agreement entered into by a State pursuant to paragraph
(1) shall provide that each individual who-

(A) is an aged, blind, or disabled individual (within the
meaning of section 1614(a) of the Social Security Act, as enacted
by section 301 of the Social Security Amendments of 1972), and

(B) for the month of December 1973 was a recipient of (and
was eligible to receive) aid or assis" since (in the form of money
payments) under a State plan of such State (approved under
title I, X, XIV, or XVI, of the Social Security Act)

shall be entitled to receive, from the State, the supplementary pay-
ment described in paragraph (3) for each month, beginning with
January 1974, and ending with whichever of the following first occurs:

(C) the month in which such individual dies, or
(D) the first month in which such individual ceases to meet the

condition specified in subparagraph (A) ;
except that no individual shall be entitled to receive such supple-
mentary payment for any month, if, for such month, such individual
was ineligible to receive supplemental income benefits under title
XVI of the Social Security Act by reason of the provisions of section
1611(e) (1) (A), (2), or (3), 1611(f), or 1615(c) of such Act.

(3) (A) The supplementary payment referred to in paragraph (2)
which shall be paid for any month to any individual who is entitled
thereto under an agreement entered into pursuant to this subsection,
shall (except as provided in subparagraphs (D) and (E)) be an
amount equal to (i) the amount by which such individual's "December
1973 income" (as determined under subparagraph (B)) exceeds the
amount of such individual's "title XVI benefit plus other income" (as
determined under subparagraph ((')) for such month, or (ii) if
greater, such amount as the State may specify.

(B) For purposes of subparagraph (A), an individual's "December
1973 income" means an amount equal to the aggregate of-

(i) the amount of the aid or assistance (in the form of money
payments) which such individual would have received (including
any part of such amount which is attributable to meeting the needs
of any other person whose presence in such individual's home is
essential to such individual's well-being) for the month of Decem-
ber 1973 under a plan (approved under title I, X, XIV, or XVI,
of the Social Security Act) of the State entering into an agree-
ment under this subsection, if the terms and conditions of such
plan (relating to eligibility for and amount of such aid or assist-
ance payable thereunder) were, for the month of December 1973,
the same as those in effect, under such plan, for the month of
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June 1973, together with the bonus value of food stamps for
January 1972, as defined in section 401(b) (3) of Public Law
92-603, if, for such month, such individual resides in a State
which provides State supplementary payments (I) of the type
described in section 1616(a) of the Social Security Act, and (II)
the level of which has been found by the Secretary pursuant to
section 8 of Public Law 93-233 to have been specifically increased
so as to include the bonus value of food stamps, and

(ii) the amount of the income of such individual (other than
the aid or assistance described in clause (i)) received by such
individual in December 1973, minus any such income which did
not result, but which if properly reported would have resulted
in a reduction in the amount of such aid or assistance.

(C) For purposes of subparagraph (A), the amount of an individ-
ual's "title XVI benefit plus other income" for any month means an
amount equal to the aggregate of-

(i) the amount (if any) of the supplemental security income
benefit to which such individual is entitled for such month under
title XVI of the Social Security Act, and

(ii) the amount of any income of such individual for such
month (other than income in the form of a benefit described in
clause (i)).

(D) If the amount determined under subparagraph (B) (i) in-
cludes, in the case of any individual, an amount which was payable to
such individual solely because of-

(i) a special need of such individual (including any special
allowance for housing, or the rental value of housing furnished
in kind to such individual in lieu of a rental allowance) which
existed in December 1973, or

(ii) any special circumstance (such as the recognition of the
needs of a person whose presence in such individual's home, in
December 1973, was essential to such individual's well-being),

and, if for any month after December 1973 there is a change with
respect to such special need or circumstance which, if such change
had existed in December 1973, the amount described in subparagraph
(B) (i) with respect to such individual would have been reduced on
account of such change, then, for such month and for each month
thereafter the amount of the supplementary payment payable under
the agreement entered into under this subsection to such individual
shall (unless the State, at its option, otherwise specifies) be reduced
by an amount equal to the amount by which the amount (described
in subparagraph (B) (i)) would have been so reduced.

(E) (i) In the case of an individual who, for December 1973 lived
as a member of a family unit other members of which received aid
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(in the form of money payments) under a State plan of a State
approved under part A of title IV of the Social Security Act, such
State at its option, may (subject to clause (ii)) reduce such individ-
ual's December 1973 income (as determined under subparagraph (B))
to such extent as may be necessary to cause the supplementary pay-
mnent (referred to in paragraph (2)) payable to such individual for
January 1974 or any month thereafter to be reduced to a level designed
to assure that the total income of such individual (and of the members
of such family unit) for any month after December 1973 does not
exceed the total income of such individual (and of the members of
such family unit) for December 1973.

(ii) The amount of the reduction (under clause (i)) of any individ-
ual's December 1973 income shall not be in an amount which would
cause the supplementary payment (referred to in paragraph (2))
payable to such individual to be reduced below the amount of such
supplementary payment which would be payable to such individual
if he had, for the month of December 1973 not lived in a family,
members of which were receiving aid under part A of title IV of the
Social Security Act, and had had no income for such month other
than that received as aid or assistance under a State plan approved
under title I, X, XIV, or XVI of the Social Security Act.

(b) (1) Any State having an agreement with the Secretary under
subsection (a) may enter into an administration agreement with the
Secretary whereby the Secietary will, on behalf of such State, make
the supplementary payments required under the agreement entered
into under subsection (a).

(2) Any such administration agreement between the Secretary and
a State entered into under this subsection shall provide that the State
will (A) certify to the Secretary the names of each individual who,
for December 1973, was a recipient of aid or assistance (in the form of
money payments) under a plan of such State approved under title I,
X, XIV, or XVI of the Social Security Act. together with the amount
of such assistance payable to each such individual and the amount of
such individual's December 1973 income (as defined in subsection
(a) (3) (B)), and (B) provide the Secretary with such additional
data at such times as the Secretary may reasonably require in order
properly, economically, and efficient ly to carry out such administration
agreement.

(3) Any State which has entered into an administration agreement
under this subsection slall, at such times and in such installments as
may be agreed upon between the Secretary and the State, pay to the
Secretary an amount equal to thie expenditures made by the Secretary
as supplementary payments to individuals entitled thereto under the

V agreement entered into with such State under subsection (a).
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(c) (1) Supplementary payments made pursuant to an agreement
entered into under subsection (a) shall be excluded under section
1612(b) (6) of the Social Security Act (as in effect after December
1973) in determining income of individuals for purposes of title XVI
of such Act (as so in effect).

(2) Supplementary payments made by the Secretary (pursuant to
an administration agreement entered into under subsection (b)) shall,
for purposes of section 401 of the Social Security Amendments of
1972, be considered to be payments made under an agreement entered
into under section 1616 of the Social Security Act (as enacted by sec-
tion 301 of the Social Security Amendments of 1972); except that
nothing in this paragraph shall be construed to waive, with respect to
the payments so made by the Secretary, the provisions of subsection
(b) of such section 401.

(d) For purposes of subsection (a) (1), a State shall be deemed to
have entered into an agreement under subsection (a) of this section if
such State has entered into an agreement with the Secretary under
section 1616 of the Social Security Act under which-

(1) individuals, other than individuals described in subsection
(a) (2) (A) and (B), are entitled to receive supplementary pay-
ments, and

(2) supplementary benefits are payable, to individuals
described in subsection (a) (2) (A) and (B) at a level and under
terms and conditions which meet the minimum requirements
specified in subsection (a).

(e) Except as the Secretary may by regulations otherwise provide,
the provisions of title XVI of the Social Security Act (as enacted by
section 301 of the Social Security Amenchnents of 1972), including the
provisions of part B of such title, relating to the terms and conditions
under which the benefits authorized by such title are payable shall,
where not inconsistent with the purposes of this section, be applicable
to the payments made under an agreement under subsection (b) of this
section; and the authority conferred upon the Secretary by such title
may, where appropriate, be exercised by him in the administration of
this section.

(f) The provisions of subsection (a) (1) shall not be applicable in
the case of any State-

(1) the Constitution of which contains provisions which make
it impossible for such State to enter into and commence carrying
out (on January 1, 1974) an agreement referred to in subsection
(a), and

(2) the Attorney General (or other appropriate State official)
of which has, prior to July 1, 1973, made a finding that the State
Constitution of such State contains limitations which prevent
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such State from making supplemental payments of the type
described in section 1616 of the Social Security Act.

Part D-Provisions Relating to Medicaid

Coverage of Essential Persons Under Medicaid

Sec. 230. In the case of any State plan (approved under title XIX
of the Social Security Act) which for December 1973 provided medical
assistance to persons described in section 1905 (a) (vi) of such Act,
there is hereby imposed the requirement (and such State plan shall
be deemed to require) that medical assistance under such plan be pro-
vided to each such person (who for December 1973 was eligible for
medical assistance under such plan) for each month (after December
1973) that-

(1) the individual (referred to in the last sentence of section
1905(a) of such Act) with whom such person is living continues
to meet the criteria (as in effect for December 1973) for aid or
assistance under a State plan (referred to in such sentence), and

(2) such person continues to have the relationship with such
individual described in such sentence and meets the other criteria
(referred to in such sentence) with respect to a State plan (so
referred to) as such plan was in effect for December 1973.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

Persons in Medical Institutions

Sec. 231. For purposes of section 1902(a) (10) of the Social Secu-
rity Act, any individual who, for all (or any part of) the month of
December 1973--

(1) was an inpatient in an institution qualified for reimburse-
ment under title XIX of the Social Security Act, and

(2) (A) received or would (except for his being an inpatient in
such institution) have been eligible to receive aid or assistance
under a State plan approved under title I, X, XIV, or XVI of
such Act, and

(B) on the basis of his status as described in subparagraph
(A), was included as an individual eligible for medical assistance
under a State plan approved under title XIX of such Act
(whether or not such individual actually received aid or assistance
under a State plan referred to in subparagraph (A)),
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shall be deemed to be receiving such aid or assistance for such month
and for such succeeding month in a continuous period of months if,
for each month in such period-

(3) such individual continues to be (for all of such month)
an inpatient in such an institution and would (except for his being
an inpatient in such institution) continue to meet the conditions
of eligibility to receive aid or assistance under such plan (as such
plan was in effect for December 1973), and

(4) such individual is determined (under the utilization review
and other professional audit procedures applicable to State plans
approved under title XIX of the Social Security Act) to be in
need of care in such an institution.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals eligible
for such assistance under this section.

Blind and Disabled Medically Indigent Persons

Sec. 232. For purposes of section 1902 (a) (10) of the Social Security
Act, any individual who. for the month of December 1973 was eligible
for medical assistance by reason of his having been determined to
meet the criteria for blindness or disability (established by a State
plan approved under title I, X, XIV, or XVI of such Act), shall be
deemed for purposes of title XIX to be an individual who is blind
or disabled within the meaning of section 1614(a) of the Social Se-
curity Act for each month in a continuous period of months (begin-
ning with the month of January 1974), if, for each month in such
period, such individual continues to meet the criteria for blindness
or disability so established by such a State plan (as it was in effect
for December 1973), and the other conditions of eligibility contained
in the plan of the State approved under title XIX (as it was in effect
in December 1973). Federal matching wuder title XIX of the Social
Security Act shall be available for the medical assistance furnished
to individuals eligible for such assistance under this section.

Extension of Section 249E of Social Security
Amendments of 1972

Sec. 233. Section 249E of the Social Security Amendments of 19712
is amended by striking out "October 1974" and inserting in lieu thereof
"July 1975".

* * * *
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Excerpts From Public Law 93.33, As Amended

Eligibility of Supplemental Security Income Recipients for Food
Stamps

Sec. 8. (a) * * *
[NOTE: Subsections (a) and (b) of section 8 are no longer effective
as a result of the aiendinents made by P.L. (15-113, the Food and
Agriculture Act of 1977.]

(c) For purpo.,es of section 6(g) of the Food Stamp Act of 1977 and
subsections (b) (3) and (f) of this section, the level of State supple-
mentary payment under section 1616(a) shall be found by the Secre-
tary to have been specifically increased so as to include the bonus value
of food stamps (1) only if, prior to October 1, 1973, the State has
entered into an agreement with the Secretary or taken other positive
steps which demonstrate its intention to provide supplementary pay-
ments under section 1616(a) at a level which is at least equal to the
maximuin level which can be determined under section 401(b) (1) of
the Social Security Amendments of 1972 and which is such that the
limitation on State fiscal liability under section 401 does result in a
reduction in the amount which would otherwise be payable to the
Secretary by the State, and (2) only with respect to such months as

* the State may, at its option, elect.
(d) Upon the request of the State of California the Secretary shall

find, for purposes of the provisions specified in subsection (c) of this
section, that the level of such State's supplementary payments of the
type described in section 1616(a) of the Social Security Act has been
specifically increased for any month after June 1976 so as to include the
bonus value of food stamps if-

(1) the State law as in effect for such month specifically pro-
vides for increases in such payments on account of increases in the
level of benefits payable under title XVI of the Social Security
Act in a manner designed to assure that, whenever a cost-of-living
increase in the level of benefits payable under such title XVI be-
comes effective for any month after June 1976, the amount of the
State supplementary payment payable, for each month with
respect to which such cost-of-living increase is effective, to any
individual or to any individual with an eligible spouse, will be
increased by such amount as is necessary to assure that-

(A) the aggregate of (i) the amount payable for such
month to such individual, or to such individual with an
eligible spouse, under such title XVI, and (ii) the amount
payable for such month to such individual, or to such indi-
vidual with an eligible spouse, under the State's supplemen-
tary payments program,
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will exceed, by an amount which is not less than the monthly
amount of such cost-of-living increase (plus the monthly amount
of any previous cost-of-living increases in the level of benefits
payable under title XVI of the Social Security Act which became
effective for months after June 1976)-

(B) the aggregate of the amounts which would otherwise
have been payable, to such individual (or to such individual
with an eligible spouse), under such title XVI and under the
State's supplementary payments program for such month
under the law as in effect on June 1,1976; and

(2) such month is (A) the month of July 1976, or (B) a
month thereafter which is in a period of consecutive months the
first of which is July 1976 and each of which is a month with
respect to which the conditions of paragraph (1) are met.

As used in this subsection, the term "cost-of-living increase in the level
of benefits payable under title XVI of the Social Security Act" means
an increase in benefits payable under such title XVI by reason of the
operation of section 1617 of such Act; except that the cost-of-living
increase in the level of benefits payable under such title XVI which
became effective for the month of July 1976 shall be deemed (for
purposes of determining the amount of the required excess referred to
in the matter following subparagraph (A) and preceding subpara-
graph (B) in paragraph (1)) to have provided an increase of $3.00
per month in the case of an individual without an eligible spouse and
$4.50 per month in the case of an individual with an eligible spouse.

(e) Section 401(b) (1) of the Social Security Amendments of 1972
is amended by striking out everything after the word "exceed" and
inserting in lieu thereof: "a payment level modification (as defined in
paragraph (2) of this subsection) with respect to such plans."

(f) The amendment made by subsection (e) shall not be effective
in any State which provides supplementary payments of the type de-
scribed in section 1616(a) of the Social Security Act the level of which
has been found by the Secretary to have been specifically increased so
as to include the bonus value of food stamps.'

S 0 0 0 0 0 0

Continuation of Certain Demonstration Projects

See. 11. (a) If any State (other than the Commonwealth of Puerto
Rico, the Virgin Islands, or Guam) has any experimental, pilot, or
demonstration project (referred to in section 1115 of the Social
Security Act)-

I Section 8 was amended by see. 8 of P.L. 94-44, by see. 2 of P.L. 94-365, by P.LR 94-379.
by see. 3 of P.L. 95-59. and by see. 1302 of P.L 95-113. Also see sec. 6(S) of the Fuod Stamp
Act of 1977 which is printed In this document on p. 707. V
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(1) which (prior to October 1, 1973) has been approved by the
Secretary of Health, Education, and Welfare (hereinafter in
this section referred to as the "Secretary"), for a period which
ends on or after December :i, 1973 as being a project with respect
to which the authority conferred upon him by subsection (a) or
(b) of such section 1115 will be exercised, and

(2) with respect to the costs of which Federal financial par-
ticipation would (except for the provisions of this section) be
denied or reduced on account of the enactment of section 301 of
the Social Security Amendments of 1972,

then, for any period (after December 31, 1973) with respect to which
such project is approved by the Secretary, Federal financial partici-
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pation in the costs of such project shall be continued in like manneras if--
(3) such section 301 had not been enacted, and
(4) such State (for the month of January 1974 aud any month

therafter) continued to htave in effect the State plan (approved
under title XVI) which was in effect for the month of October
1P73, or the State plans (approved under titles I, X, and XIV of
the Social Security Act) which were in effect for such month,
as the case may be.

(b) With respect to individuals--
(1) who are participants in any project to which the provi-

sions of subsection (a) are applicable, and
(2) with respect to whom supplemental security income bene-

fits are (or would, except for their participation in such project,
be) payable under title XVI of the Social Security Act, or who
meet the requirements for aid or assistance under a State plan
approved under title I, X, XIV, or XVI of the Social Security
Act of the State in which such project is conducted (as such State
plan was in effect for July 1973),

the Secretary may waive such requirements of title XVI of such Act
(as enacted by section 301 of the Social Security Amendments of 1972)
to such extent as he determines to be necessary to the successful opera-
tion of such project.

(c) In the case of any State which has entered into an agreement
with the Secretary under section 1616 of the Social Security Act (or
which is deemed, under section 212(d) of Public Law 93-66, to have
entered into such an agreement), then, of the costs of any project of
such State with respect to which there is (solely by reason of the pro-
visions of subsection (a)) Federal financial participation, the non-
Federal share thereof shall-

(1) be paid, from time to time, to such State by the Secretary,
and

(2) shall for purposes of section 1616(d) of the Social Security
Act and section 401 of the Social Security Amendments of 1972,
be treated in like manner as if such non-Federal share were sup-
plementary payments made by the Secretary on behalf of such
State pursuant to such agreement.

Social Services Regulations Postponed

Sec. 12. (a) Subject to subsection (b). no regulation and no modifi-
cation of any regulation, promulgated by the Secretary of Health,
Education, and Welfare (hereinafter referred to as the "Secretary")
after January 1, 1973, shall be effective for any period which begins
prior to October 1, 1975, if (and insofar as) such regulation or modi-
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fication of a regulation pertains (directly or indirectly) to the provi-
* sions of law contained in sections 3(a)(4)(A). 402(a)(19)(G),

403(a) (3) (A). 603(a) (1) (A), 1003(a) (3) (A), 1403(a) (3) (A), or
1603 (a) (4) (A). of the Social Security Act.

(b) (1) The provisions of subsection (a) shall not be applicable to
any regulation relating to ".-cope of programs", if such regulation is
identical (except as provided iii the succeeding sentence) to the pro-
visions of actionn 221.0 of the regulations (relating to social services)
proposed by the Secretary and published in the Federal Register on
May 1, 1973. There shall be deleted from the first sentence of subsection
(b) of such section 221.0 the phrase "meets all the applicable require-
ments of this part and".

(2) The provisions of subsection (a) shall not be applicable to any
regulation relating to "limitations on total amount of Federal funds
payable to States for services", if such regulation is identical (except
as provided in the succeeding sentence) to the provisions of section
221.55 of the regulations so proposed and published on May 1, 1973.
There shall be deleted from subsection (d) (1) of such section 221.55
the phrase "(as defined under (lay care services for children)"; and,
in lieu of the sentence contained in subsection (d) (5) of such section
221.55, there shall be inserted the following: "Services provided to a
child who is under foster care in a foster family home (as defined in

* section 408 of the Social Security Act) or in a childcare institution
(as defined in such section), or while awaiting placement in such a
home or institution, but only if such services are needed by such child
because he is under foster care.".

(3) The provisions of subsection (a) shall not be applicable to
any regulation relating to "rates and amounts of Federal financial
participation for Puerto Rico, the Virgin Islands. aihd Guam". if such
regulation is identical to the provisions of section 221.56 of the regu-
lations so proposed and published on May 1, 1973.

(4) The provisions of subsection (a) shall not be construed to pre-
clude the Secretary from making any modification in any regulation
(described in subsection (a)) if such modification is technically neces-
sary to take account of the enactment of section 301 or 302 of the
Social Security Amendments of 1972.

(c) Notwithstanding the provisions of section 553(d) of title 5,
United States Code, any regulation described in subsection (b) may
become effective upon the date of its publication in the Federal
Register.

See. 13. (a) *
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Medicaid Eligibility for Individuals Receiving Mandatory
State Supplementary Payments

(c) In addition to other requirements imposed by law as conditions
for the approval of any State plan under title XIX of the Social
Security Act, there is hereby imposed (effective January 1, 1974) the
requirement (and each such State plan shall be deemed to require)
that medical assistance under such plan shall be provided to any
midividual-

(1) for any month for which there (A) is payable with respect
to such individual a supplementary payment pursuant to an agree-
ment entered into between the State and the Secretary of Health,
Education, and Welfare under section 212(a) of Public Law
93-66, and (B) would be payable with respect to such individual
such a supplementary payment, if the amount of the supple-
mentary payments payable pursuant to such agreement were estab-
lished without regard to paragraph (3) (A) (ii) of such section
212(a), and

(2) in like manner, and subject to the same terms and condi-
tions, as medical assistance is provided under such plan to individ-
uals with respect to whom benefits are payable for such month
under the supplementary security income program established
by title XVI of the Social Security Act.

Federal matching under title XIX of the Social Security Act shall be
available for the medical assistance furnished to individuals who are
eligible for such assistance under this subsection.

Payment for Services of Physicians Rendered in a Teaching
Hospital

Sec. 15. (a) (1) Notwithstanding any other provision of law. the
provisions of section 1861(b) of the Social Security Act, shall, subject
to subsection (b) of this section, for the period with respect to which
this paragraph is applicable, be administered as if paragraph (7) of
such section read as follows:

"(7) a physician where the hospital has a teaching program
approved as specified in paragraph (6), if (A) the hospital elects
to receive any payment due under this title for reasonable costs of
such services, and (B) all physicians in such hospital agree not
to bill charges for professional services rendered in such hospital
to individuals covered under the insurance program established
by this title.".

(2) Notwithstanding any other provision of law, the provisions of
section .1832(a) (2) (B) (i) of the Social Security Act, shall, subject
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to subsection (b) of this section, for the period with respect to which
* this paragraph is applicable, be administered as if subclause II of

such section read as follows:
"(II) a physician to a patient in a hospital which has a teach-

ing program approved as specified in paragraph (6) of section
1861(b) (including services in conjunction with the teaching pro-
grains of such hospital whether or not such patient is an in-
patient of such hospital), where the conditions specified in para-
graph (7) of such section are met, and".

(b) The provisions of subsection (a) shall not be deemed to render
improper any determination of payment under title XVIII of the
Social Security Act for any service provided prior to the enactment
of this Act.

(c) (1) The Secretary of Health, Education, and Welfare shall ar-
range for the conduct of a study or studies concerning (A) appropri-
ate and equitable methods of reimbursement for physicians' services
under titles XVIII and XIX of the Social Security Act in hospitals
which have a teaching program approved as specified in section 1861
(b) (6) of such Act, (B) the extent to which funds expended under
such titles aie supporting the training of medical specialties which are
in excess supply. (C) how such funds could Ie expended in ways
whi,'h support more rational distribution of physicians manpower
both geographically and by specialty, (D) the extent to which such
funds support or encourage teaching programs which tend to dispro-
portionately attract foreign medical graduates. and (E) the existing
and appropriate role that part of such funds which are expended to
meet in whole or in part the co-t of salaries of interns and residents in

teaching programs approved as specified in section 1861(b) (6) of

such Act.
(2) The studies required by paragraph (1) shall be the subject of

an interim report thereon submitted not later than March 1, 1975,

and a final report not later than March 1. 1976. Such reports shall be

submitted to the Secretary. the Committee on Finance of the Senate,

and the Committee on Ways and Means of the House of Representa-

tives, simultaneously.
(3) The Secretary shall request the National Academy of Sciences

to conduct such studies under an arrangement under which the actual

expenses incurred by such Academy in conducting such studies will

be paid by the Secretary. If the National Academy of Sciences is will-

ing to do so, the Secretary shall enter into such an arrangement with

such Academy for the conduct of such studies.

(4) If the National Academy of Sciences is unwilling to conduct

the studies required under this section, under such an arrangement

V with the Secretary, then the Secretary shall enter into a similar
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arrangement with other appropriate nonprofit private groups or asso-
ciations under which such groups or associations shall conduct such
studies and prepare and submit the reports thereon as provided in
paragraph (2).

(5) The Social Security Administration shall study the interim
report called for in paragraph (2) and shall submit its analysis of
such interim report to the Committee on Finance of the Senate and
the Committee on Ways and Means of the House of Representatives
not later than June 1, 1975. The Social Security Administration shall
study and submit its analysis of the final report to the Committee
on Finance of the Senate and the Committee on Ways and Means o!
the House of Representatives by June 1,1976.?

(d) The, provisions of subsection (a) shall apply with respect to
cost accounting periods beginning after June 30, 1973, and prior to
October 1, 1977.

Basis of Medicare Payment for Services Provided by
Agencies and Providers

Sec. 16. In the administration of titles V, XVIII, and XIX of the
Social Security Act; the amount payable under such title to any
provider of services on account of services provided by such hospital,
skilled nursing facility, or home health agency shall be determined
(for any period with respect to which the amendments made by sec-
tion 233 of Public Law 92-603 would, except for the provisions of
this section, be applicable) in like manner as if the date contained in
the first and second sentences of subsection (f) of such section 233
were December 31, 1973, rather than December 31, 1972.

Postponement on Effective Date of Certain Requirements
Imposed With Respect to Payment for Physical Therapy
Services

Sec. 17. (a) In the administration of title XVIII of the Social
Security Act, the amount payable thereunder with respect to physical
therapy and other services referred to in section 1861(v) (5) (A) of
such Act (as added by section 151(c) of the Social Security Amend-
ments of 1972) shall be determined (for the period with respect to
which the amendment made by such section 151(c) would, except for
the provisions of this section, be applicable) in like manner as if the
"December 31, 1972", which appears in such subsection (d)(3) of
such section 151, read "the month in which there are promulgated, by
the Secretary of Health, Education, and Welfare, final regulations

Subsection (M) was amended by seetons 7(a) and (b) of P.L. 93--6•8
'SubsectIon (4) was amend"d by section 7(c) 01 P.L 9"-U68 uad by section I of

P.L. 94-868.
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*i implementing the provisions of section 1861(v) (5) of the Social
Security Act".

Modification of Provisions Establishing Supplemental Security
Income Program

Sec. 19. (a) Section 303(c) of the Social Security Amendments of
1972 is amended to read as follows:

"(c) Section 9 of the Act of April 19, 1950 (64 Stat. 47) is
amended to read as follows:

"'SEC. 9. Beginning with the quarter commencing July 1, 1950, the
Secretary of the Treasury shall pay quarterly to each State (from
sums made available for making payments to the States under section
403(a) of the Social Security Act) an amount, in addition to the
amount prescribed to be paid to such State under such section, equal
to 80 per centum of the total amount of contributions by the State
toward expenditures during the preceding quarter by the State, under
the State plan approved under the Social Security Act for aid to de-
pendent children to Navajo and Hopi Indians residing within the
boundaries of the State on reservations or on allotted or trust lands,
with respect to whoin payments are made to the State by the United
States under section 4,03(a) of the Social Security Act, not counting

* so much of such expenditure to any individual for any month as
exceeds the limitations prescribed in such section.'."

(b) Notwithstanding the provisions of section 301 of the Social
Security Amendments of 1972, the Secretary of Health, Education,
and Welfare shall make payments to the 50 States and the 1)i4trict of
Columbia after December 31, 1973, in accordance with the provisions
of the Social Security Act as in effect prior to January 1, 1974, for
(1) activities carried out through the close of Dcember 31, 1973, under
State plans approved under title I, X, XIV, or XVI, of such Act, and
(2) administrative activities carried out after December 31, 1973,
which such Secretary determines are necessary to bring to a close
activities carried out under such State plans.

* * * * * 0

Excerpt From Public Law 93-368
, * * * * S S

See. 8. Section 249B of the Social Security Amendments of 1972
is amended by striking out "June 30, 1974" and inserting in lieu
thereof "June 30, 1977".

21-746 0 - 7a - s6
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Excerpt From Public Law 93480

Sec. 4(a) * * *
(b) The Civil Service Commission and the Secretary of Health,

Education, and Welfare shall submit to the Committee on Post Office
and Civil Service and the Committee on Ways and Means of the House
of Representatives, and to the Committee on Post Office and Civil
Service and the Committee on Finance of the Senate, on or before
March 1, 1975, a report on the steps which have been taken, and the
steps which are planned, to enable the Secretary of Health, Educa-
tion, and Welfare to make the determination and certification referred
to in section 1862(c) of the Social Security Act. If such report is not
submitted to such committees on or before March 1, 1975, the date
specified in such section (as amended by this section) shall be deemed
to be July 1, 1975, rather than January 1, 1976.

Excerpts From the Social Services Amendments of 1974

Public Law 93-647, as Amended

Sec. 3(a) * *

(f) Any child day care service provided under any plan of a State
approved under part A. or developed under part B, of title IV of
the Social Security Act must meet the requirements applicable, under
subsection (a) (9) of section 2002 of the Social Security Act, as
amended by this Act, to child day care services with respect to which
payment is made under that section. The requirements imposed by
this subsection are in lieu of any requirements that would otherwise
be applicable under section 522(d) of the Economic Opportunity Act
of 1964 to child day care services provided under any plan of a State
approved under part A, or developed under part B, of title IV of
the Social Security Act.'

(g) Section 12(a) of Public Law 93-233 is amended by striking
out "January 1, 1975" and inserting -'October 1, 1975" in lieu thereof.
Notwithstanding the provisions of section 12(a) of Public Law 93-
233, the Secretary may make any modification in any regulation de-
scribed in that section if the modification is neces-ary to implement
the provisions of this part.

'Provision modified for October 1, 1975-January 31. 1976. See section 7(a) (3).
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(j) Notwithstanding the provisions of paragraph (2) of section
2002(a) of the Social Security Act, as amended by this Act, the limi-
tation imposed by such paragraph (2) for the fiscal year beginrang
July 1, 1975, with respect to any State shall be the allotment of the
State for that fiscal year as determined under section 1130 of the
Social Security Act. In determining, for the purposes of that limita-
tion, the total amount of the payments made to any State with re-
spect to expenditures during fiscal year beginning July 1, 1975, there
shall be included the amount of any payments made to the State that
are chargeable against the allotment of the State for the fiscal yeiar
beginning July 1,1975, under such section 1130.

Report by the Secretary

Sec. 4. Prior to July 1, 1977, the Secretary shall submit to the Con-
gress a report on the effectiveness of the program established by title
XX of the Social Security Act, as amended by this Act, during cal-
endar years 1975 and 1976, together with recommendations, if any, for
improvements in that program.

Sec. 7. (a)(1) * * *

(2) Notwithstanding the provisions of section 200-1 of the Social
Security Act, as amended by this Act, the first services program year
of each State shall begin on October 1, 1975, and end with the close of,
at the option of the State--

(A) the day in the twelve-month period beginning October 1,
1975, or

(B) the day in the twelve-month period beginning October 1,
1976.

which is the last day of the twelve-month period, established by the
State as its services program year under that section. Notwithstand-
ing the provisions of subsection (b) of section 2003 of the Social Se-
curity Act, as amended by this Act, the aggregate expenditures
required by that subsection with respect to the first services program
year of each State shall be the amount which bears the same ratio to
the amount that would otherwise be required under that subsection as
the niimber of months in the State's first services program year bears
to twelve.

(8) Notwithstanding paragraph (1) of this subsection or section
3(f), payments under title IV or section 2002(a) (1) of the Social
Security Act with respect to expenditures made prior to October 1,
1978, in connection with the provision of child day care services in
day care centers and group day care homes, in the case of children
between the ages of six weeks and six years, may be made without
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regard to the requirements relating to staffing standards which are
imposed by or under section 2002(a) (9) (A) (ii) of such Act, so long
as the staffing standards actually being applied in the provision of
the services involved (A) comply with applicable State law (as in
effect at the time the services are provided), (B) are no lower than
the corresponding staffing standards which were imposed or required
by applicable State law on September 15, 1975, and (C) are no lower,
in the case of any day care center or group day care home, than the
corresponding standards actually being applied in such center or home
on September 15,1975.'

Sec. 101(a) "

(c) (1) Notwithstanding the provisions of section 402(a) of the
Social Security Act, in addition to the amounts required to be dis-
regarded under clause (8) (A) of such section, there is imposed the
requirement (and the State plan shall be deemed to include the rem
quirement) that for the 15 months beginning July 1, 1975, in mak-
ing the determination under clause (7), the State agency shah with
respect to any month in such year and in addition to the amounts
required to be disregarded under clause (8) (A), disregard amounts
payable under section 457 (a) (1).

Excerpt From Public Law 94-12, the Tax Reduction Act of 1975
* 0 0 0 0 0

TITLE VII-MISCELLANEOUS PROVISIONS

SEC. 701. CERTAIN UNEMPLOYMENT COMPENSATION.

(a) * 0

(b) MODIFICATION OF AGREEMENTs.-The Secretary of Labor shall,
at the earliest practicable date after the enactment of this Act, pro-
pose to each State with which he has in effect an agreement entered
into pursuant to section 102 of the Emergency Unemployment Com-
pensation Act of 1974 a modification of such agreement designed to
cause payments of emergency compensation thereunder to be made
in the manner prescribed by such Act, as amended by subsection (a)
of this section. Notwithstanding any provision of the Emergency
Unemployment Compensation Act of 1974, if any such State shall fail

I Paragraph (3) was added by sec. 3 of P.L. 94-120 and was amended by sec. 2 of P.L. 94-
401 and by se. 1(d) of P.L 95-171.
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or refuse, within a reasonable time after the date of the enactment of
this Act, to enter into such a modification of such agreement, the Sec-
retary of Labor shall terminate such agreement.

SEC. 702. SPECIAL PAYMENT TO RECIPIENTS OF BENEFITS UNDER
CERTAIN RETIREMENT AND SURVIVOR BENEFIT PRO-
GRAMS.

(a) PAYMENT.-The Secretary of the Treasury shall, at the earliest
practicable date after the enactment of this Act, make a $50 payment
to each individual, who for the month of March 1975, was entitled
(without regard to sections 202(j) (1) and 223(b) of title II of the
Social Security Act and without the application of section 5(a) (ii)
of the Railroad Retirement Act of 1974) to-

(1) a monthly insurance benefit payable under title II of the
Social Security Act,

(2) a monthly annuity or pension payment under the Railroad
Retirement Act of 1935, the Railroad Retirement Act of 1937, or
the Railroad Retirement Act of 1974, or

(3) a benefit under the supplemental security income benefits
program established by title XVI of the Social Security Act;

except that, (A) such $50 payment shall be made only to individuals
who were paid a benefit for March 1975 in a check issued no later
than August 31, 1975; (B) no such $50 payment shall be made to any
individual who is not a resident of the United States (as defined in
section 210(i) of the Social Security Act); and (C) if an individual
is entitled under two or more of the programs referred to in clauses
(1), (2), and (3), such individual shall be entitled to receive only one
such $50 payment. For purposes of this subsection, the term "resident"
means an individual whose address of record for check payment pur-
poses is located within the United States.

(b) RECIPIENT IDENTIFICATIO'.--The Secretary of Health, Educa-
tion, and Welfare and the Railroad Retirement Board shall provide
the Secretary of the Treasury with such information and data as may
be needed to enable the Secretary of the Treasury to ascertain which
individuals are entitled to the payment authorized upder subsection
(a).

(C) COORDINATION WITH OTHER FEDERAL PRocIIAmS.-Any payment
made by the Secretary of the Treasury under this section to any indi-
vidual shall not be regarded as income (or, in the calendar year 1975,
as a resource) of such individual (or of the family of which he is a
member) for purposes of any Federal or State program which under-
takes to furnish aid or assistance to individuals or families, where
eligibility to receive such aid or assistance (or the amount of such aid
or assistance) under such program is based on the need therefor of the
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individual or family involved. The requirement imposed by the pre-
ceding sentence shall be treated as a condition for Federal financial
participation in any State (or local) welfare program for any calen-
dar quarter commencing after the date of enactment of this Act.

(d) APPROFRIATIONS AUT11OR1ZATioON.-wT here are hereby authorized
to be appropriated, out of any funds in the Treasury not otherwise
appropriated, such sums as may be necessary to carry out the provi-
sions of this section.

(e) PAYMENT NOT To BE CONSIDERED I.Ncom..-Payments made
tender this section shall not be considered as gross income for purposes
of the Internal Revenue Code of 1954.

Excerpt From the Emergency Compensation and Special
Unemployment Assistance Extension Act of 1975

Public Law 94-45

Study and Report by Secretary of Labor

Sec. 104. The Secretary of Labor shall conduct a study and review
of the program established by the Emergency Unemployment Com-
pensation Act of 1974 and the program established under title II of
the Emergency Jobs and Unemployment Assistance Act of 1974 and
shall submit to the Congress not later than January 1, 1977, a report
on such study and review. Such study and review shall include-

(1) the employment, economic, and demographic characteristics
of individuals receiving benefits under either such program,

(2) the needs of the long-term unemployed for job counseling,
testing, referral and placement services, skill and apprenticeship
training, career-related education programs, and public service
employment opportunities, and

(3) an examination of all other benefits to which individuals
receiving benefits under either such program are eligible together
with an investigation of important factors affecting unemploy-
ment, a comparison of the aggregate value of such other benefits
plus benefits received under either such program with the amount
of compensation received by such individuals in their most recent
position of employment.

Modification of Agreements

Sec. 105. The Secretary of Labor shall, at the earliest practicable
date after the date of the enactment of this Act, propose to each State
with which he has in effect an agreement under section 102 of the
Emergency Unemployment Compensation Act of 1974 a modification
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of such agreement designed to provide for the payment of the emer-
gency conijpenlation benefits allowable under such Act by reason of the
aniendnients made by this part. Notwithstanding any provision of the
Emergency Unemployment Compensation Act of 1974, if any State
fails or refuses, within the three-week period beginning on the date
of the enactment of this Act, to enter into such a modification of such
agreement, the Secretary of Labor shall terminate such agreement.

Repayment of State Loans

Sec. 110. (a) Section 3302(c) (3) of the Internal Revenue Code of
1954 is amended by adding at the end thereof the following new sen-
tence: "The provisions of the preceding sentence shall not be appli-
cable with respect to the taxable year beginning January 1, 1975, or
any succeeding taxable year which begins before January 1, 1978;
and, for purposes of such sentence, January 1, 1978, shall be deemed
to be the first January 1 occurring after January 1, 1974, and consecu-
tive taxable years in the period commencing January 1, 1978, shall be
determined as if the taxable year which begins on January 1, 1978,
were the taxable year immediately succeeding the taxable year which
began on January 1, 1974.".

(b) (1) The amendment made by subsection (a) shall not be appli-
cable in the case of any State unless the Secretary of Labor finds that
such State has studied and taken appropriate action with respect to
the financing of its unemployment programs so as substantially to
accomplish the purpose of restoring the fiscal soundness of the State's
unemployment account in the Unemployment Trust Fund and permit-
ting the repayment within a reasonable time of any advances made
to such account under title XII of the Social Security Act. For pur-
poses of the preceding sentence, appropriate action with respect to the
financing of a State's unemployment programs means an increase in
the State's unemployment tax rate, an increase in the State's unem-
ployment tax base, a change in the experience rating formulas, or a
combination thereof.

(2) The Secretary of Labor shall promptly prescribe and publish
in the Federal Register regulations setting forth the criteria according
to which he will determine the requirements of the preceding
paragraph.

(3) Immediately after he makes a determination with respect to any
State under paragraph (1), the Secretary of Labor shall publish such
determination, together with his reasons therefor, in the Federal
Register.

S
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TITLE III-LOANS TO THE UNEMPLOYMENT FUND
OF THE VIRGIN ISLANDS

Sec. 301. (a) The Secretary of Labor (hereinafter in this section
referred to as the "Secretary") may make loans to the Virgin Islands
in such amounts as he determines to be necessary for the payment in
any month of compensation under the unemployment compensation
law of the Virgin Islands. A loan may be made i order this subsection
for the payment of compensation in any month only if-

(1) the Governor of the Virgin Islands submits an application
therefore no earlier than the first day of the preceding month;
and

(2) such application contains an e~'imate of the amount of the
loan which will be required by the Virgin Islands for the pay-
ment of compensation in such month.

(b) For purposes of this section-
(1) an application for loan under subsection (a) shall be made

on such forms and shall contain such information and data (fiscal
and otherwise) concerning the operation and administration of
the unemployment compensation law of the Virgin Islands as the
Secretary deems necessary or relevant to the performance of his
duties under this section;

(2) the amount required by the Virgin Islands for the payment
of compensation in any month shall be determined with due allow-
ance for contingencies and taking into account all other amounts
that will be available in the unemployment fund of the Virgin
Islands for the payment of compensation in such month; and

(3) the term "compensation" means cash benefits payable to
individuals with respect to their unemployment, exclusive of ex-
penses of administration.

(c) Any loan made under subsection (a) shall be repayable (with-
out interest) not later than January 1, 1979. If after January 1, 1979,
any portion of any such loan remains unpaid, the Virgin Islands shall
pay interest thereon, until the loan is paid in full, at a rate equal to the
rate of interest in effect under section 6621 of the Internal Revenue
Code of 1954. If at some future date the Federal Unemployment Tax
Act shall be made applicable to the Virgin Islands, then, any amount of
principal or interest due on any such loan remaining unpaid on such
date shall be treated, for purposes of section 3302(c) (3) of the Inter-
nal Revenue Code of 1954, as an advance made to the Virgin Islands
under title XII of the Social Security Act.'

(d) No loan may be made under subsection (a) for any month
beginning after September 30, 1977. The aggregate of the loans which
may be made under subsection (a) shall not exceed $15,000,O00.'

L SubsecUona (e) and (d) were amended bj Public LAw 94-354.
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(e) There are authorized to be appropriated from the Veneral fund
of the Treasury 3uch sums as may be necessary to carry out this section.

Excerpts From Pul::tt Law 94.88

TITLE I1-AMENDMENTS RELATING TO SOCIAL
SECURITY ACT

TEMPORARY WAIVERS OF CERTAIN REQUIREMENTS FOR CERTAIN sTATES
Sec. 20L (a) If the Governor of any State, which has an approved

State plan under part A of title IV of the Social Security Act, submits
to the Secretary of Health, Education, and Welfare (hereinafter in
this section referred to as the "Secretary"), a request that any provi-
sion of section 402(a) (26) of the Social Security Act or section 402
(a) (27) of such Act not be made applicable to such State prior to a
date specified in the request (which shall not be later than June 30.
1976) and-

(1) such request is accompanied by a certification, with respect
to such provision, of the Governor that the State cannot imple-
ment such provision because of the lack of authority to do so under
State law, and

(2) such request fully explains the reasons why such provi-
sion cannot be implemented, and sets forth any provision of State
law which impedes the implementation thereof,

the Secretary shall, if he is satisfied that such a waiver is justified,
grant the waiver so requested.

(b) During any period with respect to which a waiver, obtained
tinder subsection (a) with respect to section 40-2(a) (26) (A) of the
Social Security Act, is in effect with respect to any State, the provi-
sions of section 454 (4) and (5) of such Act shall be applied to such
State in like manner as if the phrase "with respect to whom an assign-
ment under section 402 (a) (26) of this title is effective" did not appear
therein, and the provisions of section 458 of such Act shall be applied
to such State in like manner as if the phrase "support rights assigned
under section 402 (a) (26)" read "child support obligations".

(d) The Secretary shall from time to time, submit to the Committee
on Finance of the Senate and the Committee on Ways and Means of
the House of Representatives, full and complete reports (the first of
which shall not be later than September 15, 1975) regarding any re-
quests which he has received for waivers under subsection (a) and
any waivers granted by him under such subsection, and such reports

* shall include copies of all such requests for such waivers and any sup-
porting documents submitted with or in connection with any such
request&

76AC P.L. 94419
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SUPPORT ASSIONMENTS BY RECIPIENTS DURING I1ANSITIONAL PERIOD

Sec. 203. (a) In the case of any State the law of which on August 1,
1975, meets the requirements of section 402(a) (26) (A) of the Social
Security Act, the requirements of such sectior, shall be effective, with
respect to individuals who are recipients on August 1, 1975, at such
time as may be determined by the State agency, but not later than the
time of the first redetermination of eligibility required after August 1,
1975, and in any event not later than February 1,1976.

(b) In the case of any State described in subsection (a), the pro-
visions of section 454 (4) and (5) of the Social Security Act shall,
during the period beginning August 1, 1975, and ending December 31,
1975, be applied, with respect to all recipients of aid under the State
plan of such State (approved under part A of title IV of such Act)
who have not made an assignment pursuant to section 402(a) (26) (A)
of such Act, in the case of such State in like manner as if the phrase
"with respect to whom an assignment under section 402(a) (26) of
this title is effective" did not appear therein, and the provisions of sec-
tCon 458 of such Act shall, during such period, be applied in the case of
such State in like manner as if the phrase "support rights assigned
under section 402 (a) (26)" read "child support obligations".

PAYMENTS TO STATES FOR CERTAIN EXPENSES INCURRED DURING JULY 1975

Sec. 206. Notwithstanding any other provision of law, amounts ex-
pended in good faith by any State (or by any of its political sub-
divisions) during July 1975 in employing and compensating staff per-
sonnel, leasing office space, purchasing equipment, or carrying oat
other organizational or administrative activities, in preparation for or
implementation of the child support program under part D of title IV
of the Social Security Act, shall be considered for purposes of section
455 of such Act (as amended by this Act), to the extent that payment
for the activities involved would be made under such section (as so
amended) if section 101 of the Social Services Amendments of 1974
had become effective on July 1, 1975, to have been expended by the
State for the operation of the State plan or for the conduct of activities
specified in such section (as so amended).

PROTECTION OF CIILDH8 BEST INTEREST

Sec.20& (a) * *

(d) (1) The Secretary of Health, Education, and Welfare shall sub-
mit to the Congress any proposed standards authorized to be pre-
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Sscribed by him under section 402(a) (26) (B) of the Social Security
Act (as added by the Social Services Amendments of 1974 and as
amended by subsection (a) of this section). Such standards shall take
effect at the end of the period which ends 60 days after such proposed
standards are so submitted to such committees unless, within such
period, either House of the Congress, adopts a resolution of disap-
proval.

(2) For purposes of this subsection, the term "resolution" means
only-

(A) a concurrent resolution of the two Houses of the Congress,
the matter after the resolving clause of which is as follows: "That
the Congress does not approve the standards (as authorized under
section 402(a) (26) (B) of the Social Security Act) transmitted
to the Congress on .", the blank space being filled
with the appropriate sate; and

(B) a resolution of either House of the Congress, the matter
after the resolving clause of which is as follows: "That the

does not approve the standards (as authorized under
section 402 (a) (26) (B) of the Social Security Act) transmitted
to the Congress on .", with the first blank space
being filled with the name of the resolving House, and the second

* blank space being filled with the appropriate date.
(3) The provisions of subsection (b), (c), (d), (e), and (f) of sec-

tion 152 of the Trade Act of 1974 shall be applicable to resolutions
under this subsection, except that the "20 hours" referred to in sub-
sections (d) (2) and (e) (2) of such section shall be deemed to read
"4 hours".

Excerpt From Public Law 94-114

Swi. 6. All property conveyed to tribes pursuant to this Act and all
the receipts therefrom referred to in section 5 of this Act, shall be
exempt from Federal, State, and local taxation so long as suchi prop-
erty is held in trust by the United States. Any distribution of such
receipts to tribal members shall neither be considered as income or
resources of such members for purposes of any such taxation nor as
income, resources, or otherwise utilized as the basis for denying or
reducing the financial assistance or other benefits to which such mem-
ber or his household would otherwise be entitled to under the Social
Security Act or any other Federal or federally assisted program.

767 P.L, 94-114



Revised April 1978 767-A P.L 94-164

Excerpt From Public Law 94-164, As Amended

Sec.2. (a) " .

(d) D]smmio or Rerum.-Any refund of Federal e taxes
made to any individual by reason of section 43 of the Internal Rev-
enue Code of 1954 (relating to earned income credit) shall not be
taken into account as income or receipts for purposes of determining
the eligibility, for the month in which such refund is made or any
month thereafter of such individual or any other individual for bene-
fits or assistance, or the amount or extent of benefits or assistance,
under any Federal program or under any State or local program
financed in whole or in part with Federal funds, but only if such
individual (or the family unit of which he is a member) is a recipient
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of benefits or assistance under such a program for the month before the
month in which such refund is made.1

Excerpts From Public Law 94-182

PREVAILING CHARGE LE17EL FOR FISCAL YF.&R 1976

Sec. 101. (a) Section 1842(b) (3) of the Social Security Act is
amended by adding at the end thereof the following new sentence:
"Notwithstanding the provisions of the third and fourth sentences
preceding this sentence, the prevailing charge level in the case of a
physician service in a particular locality determined pursuant to such
third and fourth sentences for the fiscal year beginning July 1, 1975,
shall, if lower than the prevailing charge level for the fiscal year end-
ing June 30, 1975, in the case of a similar physician service in the same
locality by reason of the application of economic index data, be raised
to such prevailing charge level for the fiscal year ending June 30,
1975.".

(b) The amendment made by subsection (a) shall be applicable
with respect to claims filed under part B of title XVIII of the Social
Security Act with a carrier designated pursuant to section 1842 of
such Act and processed by such carrier after the appropriate changes
were made in the prevailing charge levels for the fiscal year beginning
July 1, 1975, on the basis of economic index data under the third and
fourth sentences of section 1842(b) (3) of such Act; except that (1)
if less than the correct amount was paid (after the application of
subsection (a) of this section) on any claim processed prior to the
enactment of this section, the correct amount shall be paid by such
carrier at such time (not exceeding 6 months after the date of the
enactment of this section) as is administratively feasible, and (2) no
such payment shall be made on any claim where the difference between
the amount paid and the correct amount due is less than $1.

UPDATING OF THE LIFE SAFETY REQUIREMENTS APPLICABLE TO

NURSING HOMES

Sec. 106. (a) Section 1861(j) (13) of the Social Security Act is
amended by striking out "(21st edition, 1967)" and inserting in lieu
thereof "(23d edition, 1973) ".

I Subsection (d) was amended by section 402 of Public Law 94-455.
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(b) Subject to subsection (c), the amendment made by subsection
P(a) shall be effective on the first day of the sixth month which begins

after the date of enactment of this Act.'
(c) Any institution (or part of an institution) which complied with

the requirements of section 1861(j) (13) of the Social Security Act
on the day preceding the first day referred to in subsection (b) shall,
so long as such compliance is maintained (either by meeting the ap-
plicable provisions of the Life Safety Code (21st edition, 1967), with
or without waivers of specific provisions, or by meeting the applicable
provisions of a fire and safety code imposed by State law as provided
for in such section 1861 (j) (13) ), be considered (for purposes of titles
XVIII and XIX of such Act) to be in compliance with the require-
ments of such section 1861(j) (13), as it is amended by subsection (a)
of this section.

GRANTS FOR CERTAIN EXPERIMENTS AND DEMONSTRATION PROJECTS

Sec. 107. Nothing contained in section 222(a) of Public Law 92-603
shall be construed to preclude or prohibit the Secretary of Health,
Education, and Welfare from including in any grant otherwise
authorized to be made under such section moneys which are to be used
for payments, to a participant in a demonstration or experiment with
respect to which the grant is made, for or on account of costs incurred
or services performed by such participant for a period prior to the
date that the project of such participant is placed in operation, if-

(1) the applicant for such grant is a State or an agency thereof,
(2) such participant is an individual practice association which

has been in existence for at least 3 years prior to the date of enact-
ment of this section and which has in effect a contract with such
State (or an agency thereof), entered into prior to the date on
which the grant is approved by the Secretary, under which such
association will, for a period which begins before and ends after
the date such grant is so approved, provide health care services
for individuals entitled to care and services under the State plan
of such State which is approved under title XIX of the Social
Security Act,

(3) the purpose of the inclusion of the project of such associa-
tion is to test the utility of a particular nrte-setting methodology,
designed to be employed in prepaid health plans, in an individual
practice association operation, and

(4) the applicant for such grant affirms that the use of moneys
from such grant to make such payments to -such individual prac-

'Date ot enactment was Dec. 1. 19.7&
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tice association is necessary or useful in assuring that such asso-
ciation will be able to continue in operation and carry out the
project described in clause (3).

PROFESSIONAL STANDARDS REVIEW ORGANIZATION STARTUP DEADULN

See. 108. (a) Subsections (c) (1) and (f) (1) of section 1152 of the
Social Security Act are each amended by striking out "January 1,
1976" and inserting in lieu thereof "January 1, 1978".

(b) The amendments made by subsection (a) shall not apply in any
area designated in accordance with section 1152(a) (1) of the Social
Security Act where-

(1) the membership association or organization representing
the largest number of doctors of medicine in such area, or in the
State in which such area is located if different, has adopted by
resolution or other official procedure a formal policy position of
opposition to or noncooperation with the established program of
professional standards review; or

(2) the organization proposed to be designated by the Secre-
tary under section 1152 of such Act has been negatively voted
upon in accordance with the provisions of subsection (f) (2)
thereof.

STUDY REGARDING COVERAGE UNDERt PART B OF MEDICARE FOR CERTAIN

SERVICES PROVIDED BY OPTOMETRISTS

Sec. 109. The Secretary of Health, Education, and Welfare shall
condu,'t a study of, and submit to the Congress not later than 4 months
after the date of enactment of this section a report containing his find-
ings and recommendations with respect to, the appropriateress of
reimbursement under the insurance program established by part B of
title XVIII of the Social Security Act for services performed by
doctors of optometry but not presently recognized for purposes of
reimbursement with respect to the provision of prosthetic lenses for
patients with aphakia.1

TITLE II-PROVISIONS RELATING TO FOOD STAMPS
PROVIDED TO AFDC FA3i1LIES

FOOD STAMP DISTRIBUTION TO AFDC rAXMILES

Sec. 201. Notwithstanding any other provision of law, the final date

for compliance with regulations in implementation of section 10(e) (7)

SDate of enactmatit was Dec. 31, 1975. At
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of the Food Stamp Act of 1964, as amended, may be extended until
October 1, 1976.1

* C C C C C C

Excerpts From Public Law 94-202

See. 3. The persons appointed under section 1631(d) (2) of the
Social Security Act (as in effect prior to the enactment of this Act)
to serve as hearing examiners in hearings under section 1631(c) of
such Act may conduct hearings under titles II, XVI and XVIII of
the Social Security Act if the Secretary of Health, Education, and
Welfare finds it will promote the achievement of the objectives of such
titles, notwithstanding the fact that their appointments were made
without meeting the requirements for hearing examiners appointed
under section 3105 of title 5, United States Code; but their appoint-
ments shall terminate not later than at the close of the period ending
December 31, 1978, and during that period they shall be deemed to be
hearing examiners appointed under such section 3105 and subject as
such to subchapter II of chapter 5 of title 5, United States Code, to the
second sentence of such section 3105, and to all of the other provisions
of such title 5 which apply to hearing examiners appointed under
such section 3105.2

4* C C C C C C

Sec. 6. (a) Notwithstanding the provisions of subsection (d) (5) (A)
of section 218 of the Social Security Act and the references thereto in
subsections (d) (1) and (d) (3) of such section 218, the agreement with
the State of West Virginia heretofore entered into pursuant to such
section 218 may, at any time prior to 1977, be modified pursuant to
subsection (c) (4) of such section 218 so as to apply to services per-
formed in policemen's or firemen's positions covered by a retirement
system on the date of the enactment of this Act by individuals as
employees of any class III or class IV municipal corporation (as
defined in or under the laws of the State) if the State of West Virginia

I The provision of the Food Stamp Act referred to by this section reads as follows:
"(eN The State agency of each State desiring to participate In the food stamp program

shall submit for approval a plan of operation specifying the manner In which such program
will be conducted within the State, the political subdivisions within the State in which the
State desires to conduct the program, and the effective dates of participation by each such
political subdivision. In addition, such plan of operation shall provide, among such other
provisions as may by reulations be required, the following: (1) • (7) notwithstanding
any other provision of law, the institution of procedures under which any household par-
ticipating in the program shall be entitled, if it so elects, to have the charges, if any. for
its coupon allotment deducted from any grant or payment such household may be entitled
to receive under title IV of the Social Security Act and have its coupon allotment distrib-
uted to It with such grant or payment; and (8) t 4 pe

'Section 1631(d) (2) of the Social Security Act u ii effec prior to repeal by thin Act
read:

"(2) Tn the extent the Secretary finds it will promote the achievement of the objectives
of this title, qualified persons may be P.poino:ed Fo serve as bearing examiners In hearings
under subsection (c) without meeting the specific standards prescribed for hearing ex-
aminers by or under subchapter II of chapter 5 of title 5. United States code.'

See iSW eec. 371 of P.L 95-216 which is printed in this document on p. 815-811.
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has at any time prior to the date of the enactment of this Act paid to
the Secretary of the Treasury, with respect to any of the services per-
formed in such positions by individuals as employees of such municipal
corporation, the sums prescribed pursuant to subsection (e) (1) of such
section 218. For purposes of this subsection, a retirement system which
covers positions of policemen or firemen, or both, and other positions,
shall, if the State of West Virginia so desires, be deemed to be a sepa-
rate retirement system with respect to the positions of such policemen
or firemen, or both, as the case may be.

(b) Notwithstanding the provisions of subsection (f) of section 218
of the Social Security Act, any modification in the agreement with the
State of West Virginia under subsection (a) of this section, to the
extent it involves services performed by individuals as employees of
any class III or class IV municipal corporation, may be made effective
with respect to-

(1) all services performed by such individual, in any police-
men's or firemen's position to which the modification relates, on
or after the date of the enactment of this Act; and

(2) all services performed by such individual in such a position
before such date of enactment with respect to which the State
of West Virginia has paid to the Secretary of the Treasury the
sums prescribed pursuant to subsection (e) (1) of such section 218
at the time or times established pursuant to such subsection
(e) (1), if and to the extent that-W

(A) no refund of the sums so paid has been obtained, or
(B) a refund of part or all of the sums so paid has been

obtained but the State of West Virginia repays to the Secre-
tary of the Treasury the amount of such refund within ninety
days after the date that the modification is agreed to by the
State and the Secretary of Health, Education, and Welfare.

Sec. 7. Notwithstanding any other provision of law, no regulation
and no modification of any regulation, promulgated by the Secretary
of Health, Education, and Welfare, after the date of enactment of
this Act, shall become effective prior to the end of the eighteen-month
period which begins with the first day of the first calendar month
which begins after the date on which such regulation or modification
of a regulation is published in the Federal Register, if and insofar as
such regulation or modification of a regulation pertains, directly or
indirectly, to the frequency or due dates for payments and reports
required under section 218 (e) of the Social Security Act.

Sec. 8. (a) This section may be cited as the "Combined Old-Age,
Survivors, and Disability Insurance-Income Tax Reporting Amend-
ments of 1975".
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(e) Any persons the Board of Trustees finds necessary to employ to
assist it in performing its functions under section 201(g) (4) of the
Social Security Act may be appointed without regard to the civil
service or classification laws, shall be compensated, while so employed
at rates fixed by the Board of Trustees, but not exceeding $100 per day,
and, while away from their homes or regular places of business, they
may be allowed traveling expenses, including per diem in lieu of sub-
sistence, as authorized by law for persons in the Government service
employed intermittently.

(f) The Secretary shall not make any estimates pursuant to section
201(g) (1) (A) (ii) of the Social Security Act before the Board of
Trustees prescribes the method of determining costs as provided in
section 201(g) (4) of such Act. The determinations pursuant to sec-
tion 201(g) (1) (B) of the Social Security Act with respect to the
carrying out of the functions of the Department of Health, Education,
and Welfare specified in section 232 of such Act, which relate to the
administration of provisions of the Internal Revenue Code of 1954
(other than those referred to in clause (i) of the first sentence of sec-
tion 201(g) (1) (A) of the Social Security Act), during fiscal years
ending before the Board of Trustees prescribes the method of making
such determinations, shall be made after the Board of Trustees has

*1 prescribed such method. The Secretary of Health, Education, and
Welfare shall certify to the Managing Trustee the amounts that should
be transferred from the general fund in the Treasury to the Trust
Funds (as referred to in section 201(g) (1) (A) of the Social Security
Act) to insure that the general fund in the Treasury bears its proper
share of the costs of carrying out such functions in such fiscal years.
The Managing Trustee is authorized and directed to transfer any
such amounts in accordance with any certification so made.

(k) Notwithstanding the provisions of section 218(i) of the Social
Security Act, nothing contained in the amendments made by the pre-
ceding provisions of this section shall be construed to authorize or
require the Secretary, in promulgating regulations or amendments
thereto under such section 218(i), substantially to modify the pro-
cedures, as in effect on December 1, 1975, for the reporting by States to
the Secretary of the wages of individuals covered by social security
pursuant to Federal-State agreements entered into pursuant to sec-
tion 218 of the Social Security Act.

0
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Excerpts From Public Law 94-N4, as Amended

Section 1. This Act may be cited as the "Fiscal Year Transition
Act".

TITLE I

Sec. 101. (a) For the purposes of sections 222(d) (1), 421, 506(d),
516, 705, 901 (e)(2) and (f), 902, 905(b) (2), 1108, 1115, and 2002
(a) (2) of the Social Security Act, the term "fiscal year" includes the
period of July 1, 1976, through September 30, 1976, and the exercise
of authority pursuant to these provisions for that period shall be sub-
ject to the conditions stated in the following paragraphs:

(1) notwithstanding the provisions of section 222(d) (1) (42
U.S.C. 422(d) (1)), the amount authorized to be transferred from
the trust funds pursuant to that section in the period beginning
July 1, 1976, and ending September 30, 1976, may not exceed 1.5
per centum of the total of the benefits certified for payment in the
first quarter of the fiscal year beginning July 1, 1975, and the
amount authorized to be transferred from the Trust Funds in
the fiscal year beginning October 1, 1976, may not exceed 1.5
per centum of the total of the benefits certified for payment in
the preceding twelve months;

(2) the fixed dollar allotment to each State under section 421
(42 U.S.C. 621) shall be $17,500;

(3) the reduction required by section 506(d) (42 U.S.C. 706
(d)) shall be the amount by which the sum expended from non-
Federal sources for that period is less than one-fourth the sum
expended from such sources for the fiscal year ending June 30,
1968;

(4) the amount allotted to each State under section 516 (42
U.S.C. 716) shall be the excess of one-fourth the amount of the
allotment for the State under sections 503 and 504 of the Social
Security Act (42 U.S.C. 703 and 704), for the fiscal year ending
June 30, 1973, plus the amount of any grants to the State under
sections 508, 509, and 510 of that Act (42 U.S.C. 708, 709, and
710), over the amount of the allotment of the State under sec-
tions 503 and 504 of that Act for the period;

(5) the limitation imposed by section 705(b) (42 U.S.C. 906
(b)) on the amount that may be available for carrying out sec-
tion 705(f) shall be $500,000 for that period;

(6) the percentage referenced in the second sentence of section
901(e)(2) (42 U.S.C. 1101(e)(2)) shall be reduced to 10 per
centum for the purpose of advances to be made in that period;

(7) notwithstanding the provisions of section 901(f) (3) (A)
(42 U.S.C. 1101(f) (3) (A)), for the fiscal year beginning Octo-
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ber 1, 1976, the excess in the employment administration account
shall be retained until the amount in such account is equal to 160
per centum of the amount of the total appropriation by the Con-
gress out of the account for the period July 1, 1976, through Sep-
tember 30, 1976, and $37,500,000 or three thirty-seconds of the
amount in the employment security administration account,
whichever is the lesser, is authorized to be made available for that
period under the conditions provided therein;

(8) the determinative calendar year for the purpose of a
transfer to the unemployment account pursuant to section 902(a)
(42 U.S.C. 1102(a)), at the beginning of the fiscal year beginning
October 1,1976, shall be calendar year 1975;

(9) the determinative calendar year for the purposes of a trmns-
fer to the extended unemployment compensation account pur-
suant to section 905(b) (2) (B) (42 U.S.C. 1105(b) (2) (B)), at
the beginning of the fiscal year beginning October 1, 1976, shall
be calendar year 1975;

(10) the limitations imposed by section 1108 (42 U.S.C. 1308)
on amounts certified by the Secretary shall be one-fourth of the
limitations imposed by that section with respect to the fiscal year
ending June 30,1976;

(11) the dollar limitation imposed by section u15 (42 U.S.C.
1315) on the amount available for payments to the States for
the cost of projects under that section shall be $1,000,000 of the
aggregate amount appropriated for payments to the States for
the period; and

(12) notwithstanding the provisions of subparagraph (A) of
section 2002(a) (2) (42 U.S.C. 1397a(a) (2)), the limitation
imposed by that subparagraph on payments with respect to
expenditures by a State for the period shall be one-fourth of the
limitation imposed on such payments with respect to expenditures
by the State for the fiscal year beginning July 1, 1975; and not-
withstanding the provisions of subparagraph (D) of section 20
(a) (2), the maximum allotments under that subparagraph for the
period shall be $3,750,000 for Puerto Rico, $125,000 for Guam,
and $125,000 for the Virgin Islands, but nothing in this Act shall
apply to the second sentence of section 20012 (a) (2) (A).

(b) Notwithstanding the provisions of sections 503 and 504 of the
Social Security Act (42 U.S.C. 703 and 704), the fixed dollar allot-
ment to each State under each of these sections for the period of July
1,1976, through September 30,1976, shall be $17,500.

(c) Notwithstanding the provisions of section 1101 (a) (8) (B) of
the Social Security Act (42 U.S.C. 1301(a) (8) (B) ), the Federal
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percentages promulgated under that subparagraph in 1974 shall be
conclusive for each of the nine quarters in the period beginning on
July 1,1975, and ending on September 30,1977.

(d) Notwithstanding the provisions of section 2006(c) of the Social
Security Act (42 U.S.C. 1397e(c)), the report on the operation of the
program established by title XX of that Act during the fiscal year
ending June 30, 1976, shall include the operation of that program
during the period of July 1, 1976, through September 30, 1976, and
shall be submitted to the Congress prior to April 1,1977.

Sec. 102. For the purposes of section 401 of the Social Security
Amendments of 1972 (42 U.S.C. 138-e note), the term "fiscal year"
includes the period of July 1, 1976, through September 30, 1976, and
the limitations imposed by section 40i (a) on the amount payable to
the Secretary by a State shall be one-fourth of the non-Federal share
of expenditures as aid or assistance for quarters in calendar year 1972,
as determined under that section.

TITLE II

Sec. 201. The period of July 1, 1976, through September 30, 1976,
shall be treated as a fiscal year for the purpose of the following provi-
sions of law:

(11) section 305(b) of the Social Security Amendments of 1972
(Public Law 92-M03,42 U.S.C. 401 note) ;

(12) sections 201 (a), (b), and (g)(1), 302(a), 403(g), 424, 431,
502, 901 (b), (c), and (f), 903 (a) (1) and (b)(1), 1203, 1817(a), and
1841 (h) and (i) of the Social Security Act (42 U.S.C. 401 (a), (b),
and (g)(1), 502(a), 603 (g), 624, 631, 702, 1101 (b), (c), and (f),
1103 (a) (1) and (b) (1), 1323, 1395i(a), and 1395t (h) and (i));

(36) sections 103(e) and 111(d) of the Social Security Amend-
ments of 1965 (42 U.S.C. 426a(c) and 1395i-1) ; and

Sec. 204. The period of July 1, 1976, through September 30, 1976,
shall be treated as part of the fiscal year beginning July 1, 1975, for
the purposes of the following provisions of law:

* * S S S S S

(7) the following provisions of the Social Security Act:
section 201 (c) (42 U.S.C. 401 (c));
sections 403 (c) and (f) (42 U.S.C. 603 (c) and (f));
section 423 (c) (42 U.S.C. 623 (c) ) ;
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section 1118 (42 U.S.C. 1318);
S section 1817(b) (42 U.S.C. 1395i(b))
section 1841 (b) (42 U.S.C. 1395t(b)),;1

Excerpts From Public Law 94-331, As Amended
* * * * * * S

SEC. 2. EXCLUSION FROM INCOME UNDER THE SUPPLE-
MENTAL SECURITY INCOME PROGRAM.

(a) Ix GENERAL.--Section 1612(b) of the Social Security Act is
amended-

(1) by striking out the word "and" which appears at the end
of paragraph (9),

(2) by striking out the period at the end of paragraph (10)
and by inserting in lieu thereof "; and",

(3) by inserting the following new paragraph:
"(11) assistance received under the Disaster Relief Act of 1974

or other assistance provided pursuant to a Federal statute on ac-
count of a catastrophe which is declared to be a major disaster by
the President.".

* (b) EFFECTrvz DAT.-The amendments made by this Act shall be
applicable only in the case of catastrophes which occur on or after
June 1, 1976.2

SEC. 4. AMENDMENT TO SUPPLEMENTAL SECURITY IN-
COME PROGRAM.

(a) I. GENERAL.-Section 1612(a) (2) (A) of the Social Security
Act is amended-

(1) by striking out the word "and" which appears at the end
of clause (i) thereof and by inserting a comma in lieu of such
word, and

(2) by inserting immediately before the semitolon at the end
thereof the following: ", and (iii) support and maintenance shall
not be included and the provisions of tiat.-e (i) shall not be ap-
plicable in the case of any individual (and his eligible spouse,
if any) for. the period which begins with the month in which such
individual (or such individual and his eligible spouse) began to
receive support and maintenance while living in a residential fa-
cility (including a private household) maintained by another
person and ends with the close of the month in which such indi-
vidual (or such individual and his eligible spouse) ceases to re-
ceive support and maintenance while living in such a residential

2Paragtioh (T) was amended by action 3(t) of Publc Law 94W&eon (b) was amended by se5. 6 of P.L. 95-171.
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facility (or, if earlier, with the close of the fifth month following
the month in which such period began), if, not more than 30 days
prior to the date on which such individual (or such individual
and his eligible spouse) began to receive support and maintenance
while living in such a residential facility, (I) such individual (or
such individual and his eligible spouse) were residing in a house-
hold maintained by such individual (or by such individual and
others) as his or their own home, (II) there occurred within the
area in which such household is located (and while such individ-
ual, or such individual and his spouse, were residing in the house-
hold referred to in subclause (I)) a catastrophe on account of
which the President declared a major disaster to exist therein for
purposes of the Disaster Relief Act of 1974, and (III) such in-
dividual declares that he (or he and his eligible spouse) ceased to
continue living in the household referred to in subelause (II)
because of such catastrophe".

(b) Em~nvE DAM.-The amendments made by this Act shall be
applicable only in the case of catastrophes which occur on or after
June 1, 1976.1

* * * * * * *

Excerpt From Public Law 94-368
* * $ * $ * *

Sec. 4. The amendments made by sections 2 and 3 of this Act shall
be effective with respect to periods beginning after June 30, 1976;
except that, for the twelve-month period beginning July 1, 1976, the
amenldments made by section 3 shall be applicable with respect to
claims filed under part B of title XVIII of the Social Security Act
(after June 30, 1976, and before July 1, 1977) with a carrier desig-
nated pursuant to section 1842 of such Act and processed by such car-
rier after the appropriate changes were made pursuant to such section
3 in the prevailing largee levels for such twelve-month period under
the third and fourth sentences of section 1842(b) (3) of the Social
Security Act.

U * * * U * *

Excerpt from Public Law 94-375

Section 1. This Act may be cited as the "Housing Authorization
Act of 1976".
See. 2. (a) * *

4U * * * * * *

(h) Notwithstanding any other provision of law, the value of any
assistance paid with respect to a dwelling unit under the United States
Housing Act of 1937, the National Hs'tsing Act, section 101 of the

"I•aS•ectom (b) was amended bi w- T of P.L 95-171.
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Housing and Urban Development Act of 1965, or title V of the
SHousing A ct of 1949 m ay not be considered as incom e or a resource

for the purpose of determining the eligibility of, or the amount of
the benefits payable, to, any person living in such unit for assistance
under title XVI of the Social Security Act. This subsection shall
become effective on October 1, 1976.

Excerpts From Public Law 94-401, As Amended
S S • * • * •

Sec. 3. (a) For purposes of title XX of the Social Security Act,
the amount of the limitation (imposed by section 2002 (a) (2) of such
Act) which is applicable to any State for the fiscal period beginning
July 1, 1976, and ending September 30, 1976, or which is applicable
to any State for the fiscal year ending September 30, 1977, and the
fiscal year ending September 30, 1978, shall be deemed to b, equal to
whichever of the following is the lesser:

(1) an amount equal to-
(A) 106.4 per centum of the amount of the limitation so

imposed (as determined without regard to this section) in
the case of such fiscal period, or

(B, 108 per centum of the amount of the limitation so
imposed (as determined without regard to this section) in the
case of such fiIal year ending September 30, 1977, and such
fiscal year ending September 30,1978, or

(2) an amount equal to (A) 100 per centum of such limitation
for such fiscal period or either such fiscal year (as determined
without regard to this section), plus (B) an amount equal to the
sum of (i) 75 per centum (in the case of such fiscal period) or 100
per centum (in the Lase of such fiscal year) of the total amount of
expenditures (I) ich are made during such fiscal period or
year in connection with the provision of any child day care serv-
ice, and (II) with respect to which payment is authorized to be
made to the State under such title for such fiscal period or year,
and (ii) the aggregate of the amounts of the grants, made by the
State during such fiscal period or year, to which the provisions of
subsection (c) (1) are applicable.'

(b) The additional Federal funds which become payable to any
State for the fiscal period or either fiscal year specified in subsection
(a) by reason of the provisions of such subsection shall, to the maxi-
mum extent that the State determines to be feasible, be employed in
such a way as to increase the employment of welfare recipients and
other low-income persons in jobs related to the provision of child day
care services.'

1Subse&e-on (a) was amended by see. 1 (a) (1), (2) and (8) of PL. 95-171.
Bsulaection (bM was amended by se. 1 (a) (4) of P.L. 95-171.
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(c) (1) Subject to paragraph (2), sums granted by a State to a
qualified provider of child day care services (as defined in paragraph
(3) (A)) during the, fiscal period or either fiscal year specified in sub-
section (a), to assist such provider in meeting its Federal welfare
recipient. employment incentive expenses (as defined in paragraph (3)
(B)) with respect to individuals employed in jobs related to the pro-
vision of child day care services in one or iiore child day care facilities
of such provider, shall be deemed, for purposes of title XX of the
Social Security Act, to constitute expenditures made by the State, in
accordance with the requirements and conditions imposed by such Act,
for the provision of services directed at one or more of the goals set
forth in clauses (A) through (E) of the first sentence of section 2002
(a) (1) of such Act. With respect to sums to which the preceding sen-
tence is applicable (after application of the provisions of paragraph
(2)). the figure "75", a, contained in the first sentence of section 2002
(a) (1) of such Act, shall be deemed to read "100". "

(2) The provisions oi paragraph (1) shall not be applicable-
(A) to the amount, if any, by which the aggregate of the sums

(as described in such paragraph) granted by any Stat. during
the fiscal period or either fiscal year specified in subsection (a)
exceeds thc amount by which such State's limitation (as referred
to in subsection (a)) is increased pursuant to such subsection for
such fiscal period or year, or

(B) with respect to any grant made to a particular qualified
provider of child day care services to the extent that (as deter-
mined by the Secretary) such grant is or will be used-

(i) to pay wages to any employee at an annual rate in
excess of $5,000, in the case of a public or nonprofit private
provider, or

(ii) to pay wages to any employee at an annual rate in
excess of $4,000, or to pay more than 80 per centum of the
wages of any employee, in the case of any other provider.

(3) For purposes of this subsection-
(A) the term "qualified provider of ".hild day care services",

when used in reference to a recipient of a grant by a State, includes
a provider of such services only if, of the total number of children
receiving such services from such provider in the facility with
respect to which the grant is made, at least 20 per centum thereof
have some or all of the costs for the child day care services so
furnished to them by such provider paid for under the State's
services program conducted pursuant to title XX of the Social
Security Act; and

(B) the term "Federal welfare recipient employment expenses"
means expenses of a qualified provider of child day care services
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which constitute Federal welfare recipient employment incentive
i expenses as defined in section 50B (a) (2) of the Internal Revenue

Code of. 1954, or which would constitute Federal welfare recipient
employment incentive expenses as so defined if the provider were
a taxpayer entitled to a credit (with respect to the wages in-
volved) under section 40 of such Code.1

(d) (1) In the administration of title XX of the Social Security
Act, the figure "75", as contained in the first sentence of section 2002
(a) (1) of such Act, shall, subject to paragraph (2), be deemed to read

"100" for purposes of applying such sentence to expenditures made
by a State for the provision of child day care services during the fiscal
year ending September 30, 1977, or the fiscal year ending September
30, 1978.

(2) The total amount of Federal payments which may be paid to
any State for either such fiscal year under title XX of the Social
Security Act at the rate specified in paragraph (1) shall not exceed
an amount equal to the excess (if any) of-

(A) the amount by which such State's limitation (as referred
to in subsection (a)) is increased pursuant to such subsection for
such year, over

(B) the aggregate of the amounts of the grants, made by the
* State during such year, to which the provisions of subsection

(c) (1) are applicable.2

Excerpts From Public Law 94437

Section 1. This Act may be cited as the .J'.diin Health Care Im-

provement Act".
* * * * * * *

TITLE IV--ACCESS TO HEALTH SERVICES

ELIGIBILITY OF INDIAN HEALTH SERVICE FACILITIES

UNDER MEDICARE PROGRAM

See. 401. (a) * * * I
(c) Any payments received for services provided to beneficiaries

hereunder shall not be considered in determining appropriations for
health care and services to Indians.

(d) Nothing herein authorizes the Secretary to provide services to
an Indian beneficiary with coverage under title XVIII of the Social
Security Act, as amended, in preference to an Indian beneficiary

* without such coverage.
I Subsection (c) was amended by sm 1 (a)(4) of P.L 95-171.
Subsection (d) was amended by wee. 1 (a) (5) and (6) of P.L. 95-171.

' Subsectlon (a) added s•cton 1880 to the Social Security Act.
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SERVICES PROVIDED TO MEDICAID ELIGIBLE INDIANS

Sec. 402. (a) * * ,I
(b) The Secretary is authorized to enter into agreements with the

appropriate State agency for the purpose of reimbursing such agency
for health care and services provided in Service facilities to Indians
who are eligible for medical assistance under title XIX of the Social
Security Act, as amended.

(c) Notwithstanding any other provision of law, payments to which
any facility of the Indian Health Service (including a hospital, inter-
mediate care facility, or skilled nursing facility) is entitled under a
State plan approved under title XIX of the Social Security Act by
reason of section 1911 of such Act shall be placed in a special fund to
be held by the Secretary and used by him (to such extent or in such
amounts as are provided in appropriation Acts) exclusively for the
purpose of making any improvements in the facilities of such Service
which may be necessary to achieve compliance with the applicable
conditions and requirements of such title. The preceding sentence shall
cease to apply when the Secretary determines and certifies that sub-
stantially all of the health facilities of such Service in the United
States are in compliance with such conditions and requirements.

(d) Any payments received for services provided recipients here-
under shall not be considered in determining appropriations for the
provision of health care and services to Indians.

• * S , , , ,

REPORT

Sec. 403. The Secretary shall hiclude in his annual report required
by section 701 an accounting on the amount and use of funds made
available to the service pursuant to this title as a result of reimburse-
ments through titles XVIII and XIX of the Social Security Act, as
amended.,

I: : * * * * *

Excerpts From Public Law 94-455
* , , * , , ,

Sec. 101. Short Title.
This Act may be cited as the "Tax Reform Act of 1076".

Sec. 1W07. * * *
* * * * * * *

(f) Eflective Dates.-

'Subsection (a) added section 1911 to the Social Security Act.
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* (4) SUBSECTION (e) 1

(A) The amendments made by paragraphs (1) (A) and (2) (A)
of subsection (e) shall apply to services performed after Decem-
ber 31, 1971. The amendments made by paragraphs (1) (B),
(1) (C), and (2) (B) of such subsection shall apply to taxable
years endia~g after December 31, 1971. The amendments made by
paragraph (3) of such subsection shall apply to calendar years
beginning after the date of the enactment of this Act.

(B) Notwithstanding subparagraph (A), if the owner or
operator of any boat treated a share of.the boat's catch of fish
or other aquatic animal life (or a share of the proceeds there-
from) received by an individual after December 31, 1971, and
before the date of the enactment of this Act for services per-
formed by such individual after December 31, 1971, on such boat
as being subject to the tax under chapter 21 of the Internal Reve-
nue Code of 1954, then the amendments made by paragraphs
(1) (A) and (B) and (2) of subsection (e) shall not apply with
respect to such services performed by such individual (and the
share of the catch, or proceeds therefrom, received by him for such
services).

. SEC. 2111. EMPLOYER'S DUTIES IN CONNECTION WITH
THE RECORDING AND REPORTING OF TIPS.

(a) SUSPENSION OF R'LIxNGS.-Until January 1. 1979, the law with
respect to the duty of an employer under section 6041 (a) of the Inter-
nal Revenue Code of 1954 to report charge account tips o' employees
to the Internal Revenue Service (other than charge ac(o mt tips in-
cluded in statements furnished to the employer under sect;)n 6053(a)
of such Code) shall be administered-

(1) without regard to Revenue Rulings 75400 and 76-231, and
(2) in accordance with the manner in which such 10w was

administered before the issuance of such rulings.
(b) EFFEcTIVE DATE.--This section shall take effect on January 1,

1976.
* * * * * * *

Excerpt From Public Law 94-563, As Amended

Sec. 2. Notwithstanding any other provision of law, no refund or
credit of any tax paid under section 3101 or 3111 of the Internal. Revenue Code of 1954 by an organization described in section 501 (c)

I Subsection (W) of section 1207 amended sections 3121(b) 1402(c) (2). 3401 (a), 6050A.
on, tfl1n2(h1 nf the Internal Revenue Code and sections 2io(a) and 211(c)(2) of the
Socda Security Act

783 P.L. 94-563
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(3) of such Code which is exempt from income tax under section
501(a) of such Code shall be made on or after September 9, 1976, by
reason of such organization's failure to file a waiver certificate under
section 3121(k) (1) of such Code (or the corresponding provision of
prior law), if such organization is deemed to have filed such a certifi-
cate uider section 3121(k) (4) of such Code (as added by the first
section of this Act).

Sec. 3. In any case where-
(1) an individual performed service, as an employee of an

organization which, is deemed under section 3121(k) (5) of the
Int rnal Revenue Code of 1954 to have filed a waiver certificate
und ir section 3121 (k) (1) of such Code, at any time prior to the
period for which such certificate is effective;

(2) the taxes imposed by sections 3101 and 3111 of such Code
wer 3 paid with respect to remuneration paid for such service, but
such] service (or any part thereof) does not constitute employment
(as defined in section 210(a) of the Social Security Act and sec-
tion 3121 (b) of such Code) because the applicable taxes so paid
were refunded or credited (otherwise than through a refund or
credit which would have been allowed if a valid waiver certificate
filed under section 3121(k) (1) of such Code had been in effect)
prior to September 9, 1976; and

(3) any portion of such service (with respect to which taxes
were paid and refunded or credited as described in paragraph
(2)) would constitute employment (as so defined) if the orga-
nization had atially filed under section 3121 (k) (1) of such Code
a valid waiver certificate effective as provided in section 3121(k)
(5) (B) thereof (with such individual's signature appearing on
the accompanying list),

the remuneration paid for the portion of such service described in
paragraph (3) shall, upon the request of such individual (filed on or
before April 15, 1980, in such manner and form, and with such official.
as may be prescribed by regulations made under title II of the Social
Security Act) accompanied by full repayment of the taxes which
were paid under section 3101 of such Code with respect to such remun-
eration and so refunded or credited (or by satisfactory evidence that
appropriate arrangements have been made for the repayment of
such taxes in installments as provided in section 3121(k) (8) of such
Code), be deemed to constitute remuneration for employment as so
defined. In any case where remuneration paid by an organization to an
individual is deemed under the preceding sentence to constitute re-
muneration for employment, such orgonization shall be liable (not-
withstanding any other provision of such Code) for repayment of
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any taxes which it paid under section 3111 of such Code with respect
to such remuneration and which were refunded or credited to it.'

Excerpts From Public Law 94-566

Section 1. Short title.
This Act may be cited as the "Unemployment Compensation

Amendments of 1976".

SEC. 116. EXTENSION OF FEDERAL UNEMPLOYMENT
COMPENSATION LAW TO THE VIRGIN
ISLANDS.

(f) EFFECrIVE DATES.-
(1) SumSEc'ro.•s (a), (c), AND (d).-The amendments made by

subsections (a), (c), and (d) shall take effect on the later of
October 1, 1976, or the day after the day on which the Secretary
of Labor approves under section 3304(a) of the Internal Reve-
nue Code of 1954 an unemployment compensation law submitted
to him by the Virgin Islands for approval.2

(2) SUBSECTION (b).-The amendments made by subsection
(b) shall apply with respect to remuneration paid after Decem-
ber 31 of the year in which the Secretary of Labor approves for
the first time an unemployment compensation law submitted to
him by the Virgin Islands for approval, for service performed
after such December 31.3

(3) SUB•ECTION (e).-The amendments made by subsection (e)
shall apply with respect to benefit years beginning on or after
the later of October 1, 1976, or the first day of the first week for
which compensation becomes payable under an unemployment
compensation law of the Virgin Islands which is approved by the
Secretary of Labor under section 33041 (a) of the Internal Revenue
Code of 1954.'

(g) TRANsFER OF FuNDs.-TThe Secretary of Labor shall not approve
an unemployment compensation law of the Virgin Islands under sec-
tion 3304 (a) of the Internal Revenue Code of 1954 until the Governor
of the Virgin Islands has approved the transfer to the Federal Unem-
ployment Trust Fund established by section 904 of the Social Security

I See. 3 was amended by see. 312(e) of P., 95-216.
2 Rib-pftions 00., (c). snff (d) xwentled sec t ion 11U1(a) (1) of thp Social Speurity Act,

section 5(b) of the Act of June 6. 1933, sections 202(a) (1) and 205(8) of the Federal-
State Extended Unemployment Compensation Act of 1970, and section 102(b) (1) (C) of
the Emergency Unemployment Compensation Act of 1974.. Siihsection (b) amended sections 3306 (c) and 3306(J) of the Internal Revenue Code
of 1954.

6 Subsection (e) amended sections 8501(6), 8521(8), and 8522 of title 5 of the United
states Cod•
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Act of an amount equal to the dollar balance credited to the unem-
ployinent subfund of the Virgin Islands established under section 310
of title 24 of the Virgin Islands Code.

PART II--TRANSITIONAL PROVISIONS

SEC. 121. FEDERAL REIMBURSEMENT FOR BENEFITS
PAID TO NEWLY COVERED WORKERS DUR-
ING TRANSITION PERIOD.

(a) GE-NERAL RUL.--If any State, the unemployment compensa-
tion law of which is approved by the Secretary under section 3304(a)
of the Internal Revenue Code of 1954, provides for the payment of
compensation for any week of unemployment beginning on or after
January 1, 1978, on the basis of previously uncovered services, the
Secretary shall pay to the unemployment fund of such State an
amount equal to the Federal reimbursement for any compensation
paid for a week of unemployment beginning on or after January 1,
1978, to any individual whose base period wages include wages for
previously uncovered services.

(b) PREVIOUSLY UNCOVERED SEavicEs.-For purposes of this sec-
tion, the term "previously uncovered services" means, with respect
to any State, services--

(1) which were not covered by the State unemployment com-
pensation law, at any time, during the 1-year period ending
December 31,1975; and

(2) which-
(A) are agricultural labor (as defined in section 3306(k)

of the Internal Revenue Code of 1954) or domestic services
referred to in section 3306(c) (2) of such Code (as in effect
on the day before the date of the enactment of this Act)
and are treated as employment (as defined in section 3306
(c) of such Code) by reason of the amendments made by
this Act, or

(B) are services to which section 3309(a) (1) of such
Code applies by reason of the amendments made by this
Act.

(c) FwERAL RFIMBURSEMENT.-
(1) IN GENERAL.-For purposes of this section, the Federal

reimbursement for compensation paid to any individual for any
week of unemployment shall be an amount which bears the
same ratio to the amount of such compensation as the amount
of the individual's base period wages which are attributable to
previously uncovered services which are reimbursable bears to the
total amount of the individual's base period wages.
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(2) REIMBURSABLE SERVICEs.-For purposes of determining the
amount of the Federal reimbursement for compensation paid
to any individual for any week of unemployment, previously
uncovered Fervices shall be treated as being reimbursable-

(A) if such services were performed-
(i) before July 1, 1978, in the case of a week of

unemployment beginning before July 1, 1978; or
(ii) before January 1, 1978, in the case of a week of

unemployment beginning after July 1, 1978; and
(B) to the extent that assistance under title II of the

Emergency Jobs and Unemployment Assistance Act of 1974
was not paid to such individual on the basis of such services.

(3) DEMIAL OF PAYMENT.-No payment may be made under
subsection (a) to any State in respect of any compensation for
which the State is entitled to any reimbursement under the pro-
visions of any Federal law other than this Act or the Federal-
State Extended Unemployment Compensation Act of 1970.

(d) EXPERIENc. RATING OF CERTAIN EXPLOYERs.-The unemploy-
ment compensation law of any State may, without being deemed to
violate the standards set forth in section 3303(a) of the Internal
Revenue Code of 1954, provide that the experience-rating account
of any employer shall not be charged for the compensation paid to any
individual whose base period wages includes wages for previously
uncovered services which are reimbursable tinder subsection (c) (2)
to the extent that such individual would not have been eligible to
receive such compensation had the State law not provided for the pay-
mient of compensation on the basis of such previously uncovered
services.

(e) CERTAIN NONPROFIT EUPLOMERs.-The unemployment compen-
sation law of any State may provide that any organization which elects
to make payments (in lieu of contributions) into the State unemnploy-
ment compensation fund as provided in section 3309(a) (2) of the
Internal Revenue Code of 1954 shall not be liable to make such pay-
nients with respect to the compensation paid to any individual whose
base period wages includes wages for previously uncovered services
which are reimbursable under subsection (c) (2) to the extent that
such individual would not have been eligible to receive such compen-
sation had the State not provided for the payment of compensation on
the basis of such previously uncovered services.

(f) PAYMENTS MADE MONTHLY.-Payments under subsection (a)
shall be made monthly, prior to audit or settlement by the General
Accounting Office, on the basis of estimates by the Secretary of the
amount payable to such State for such month, reduced or increased, as
the case may be, by any amount by which the Secretary finds that his

21-746 0 - 78 - 58
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estimates for any prior month were greater or less than the amounts
which should have been paid to such State. Such estimates may be
made on the basis of such statistical, sampling, or other methods as
may be agreed upon by the Secretary and the State.

(g) DmEmInoNs.-VFor purposes of this section-
(1) STATE.-The term "State" includes the District of Colum-

bia, the Commonwealth of Puerto Rico, and the Virgin Islands.
(2) SECMRTARY.-The term "Secretary" means the Secretary of

Labor.
(3) BENEFIT rRA.-The term "benefit year" means the benefit

year as defined in the applicable State unemployment compen-
sation law.

(4) B •Ps. PRIoD.-The term "base period" means the base period
as defined by the applicable State unemployment compensation
law for the benefit year.

(5) UNEMPLOYMENT FUND.-The term unemploymentt fund"
has the meaning given to such term by section 3306(f) of the
Internal Revenue Code of 1954.

(h) AUTIIORIZATION OF APPRoPRIATIONs.-There are authorized to
be appropriated from the general fund of the Treasury such sums as
may be necessary to carry out the purposes of this section.

TITLE IV-NATIONAL COMMISSION ON
UNEMPLOYMENT COMPENSATION

SEC. 411. NATIONAL COMMISSION ON UNEMPLOYMENT COMPENSA-
TION.

(a) ESTABLISHMENT OF CoxxissioN.-There is established a
National Commission on Unemployment Compensation (hereinafter
in this section referred to as the "Commission") which shall consist of
thirteen members who shall be appointed as follows:

(1) Three members appointed by the President pro tempore of
the Senate.

(2) Three members appointed by the Speaker of the House of
Representatives.

(3) Seven members appointed by the President.
In making appointments under the preceding sentence, the President
pro tempore of the Senate, the Speaker of the House of Represent-
atives, and the President shall consult with each other to insure that
there will be a balanced representation of interested parties on the
Commission. The Commission shall consist of at least one represent-

0s
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* ative of labor, industry, the Federal Government, State government,
local government, and small business. The President shall designate
one of the members to serve as Chairman of the Commission. Seven
members shall constitute a quorum. Any vacancies in the Commission
shall not affect its powers, but shall be filled in the same manner in
which tho original appointment was made.

(b) Durns OF THE CoMMIssioN.-The Commission shall study and
evaluate the present unemployment compensation programs in order
to assess the long-range needs of the programs, to develop alterna-
tives, and to recommend changes in the programs. Such study and
evaluation shall include, without being limited to-

(1) examination of the adequacy, and economic and adminis-
trative impacts, of the changes made by this Act in coverage, ben-
efit provisions, and financing;

(2) identification of appropriate purposes, objectives, and
future directions for unemployment cornpensa on programs;
including railroad unemployment insurance;

(3) examination of issues and alternatives concerning the rela-
tionship of unemployment compensation to the economy, with
special attention to long-range funding requirements and desir-
able methods of program financing;

(4) examination of eligibility requirements, disqualification
provisions, and factors to consider in determining appropriate
benefit amounts and duration;

(5) examination of (A) the problems of claimant fraud and
abuse in the unemployment compensation programs (B) the ade-
quacy of present statutory requirements and administrative pro-
cedures designed to protect the programs against such fraud and
abuse and (C) problems of claimants in obtaining prompt proc-
essing and payment of their claims for benefits and any appro-
priate mea-sures to relieve such problems;

(6) examination of the relationship between unemployment
compensation programs and manpower training and employ-
ment programs;

(7) examination of the appropriate role of unemployment com-
pensation in income maintenance and its relationship to other
social insurance and income maintenance programs;

(8) conduct of such surveys, hearings, research, and other
activities as it deems necessary to enable it to formulate appro-
priate recommendations, and to obtain relevant information,
attitudes, opinions, and recommendations from individuals and
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organizations representing employers, employees, and the general
public;

(9) review of the present method of collecting and analyzing
present and prospective national and local employment and
unemployment information and statistics;

(10) identification of any weaknesses in such method and any
problem which results from the operation of such method;

(11) formulation of any necessary or appropriate new tech-
niques for the collection and analysis of such information and
statistics; and

(12) examination of the feasibility and advisability of develop-
ing or not developing Federal minimum benefit standards for
State unemployment insurance program.

(c) PowEas OF THE COMMssIoN.-
(1) HEARTNGs.-The Commission, or, on the authorization of

the Commission, any subcommittee or members thereof, may, for
the purpose of carrying out the provisions of this section, hold
such hearing, take such testimony, receive such evidence, take such
oaths and sit and act at such times and places as the Commission
may deem appropriate and may administer oaths or affirmations
to- witnesses appearing before the Commission or any subcom-
mittee or members thereof.

(2) STAFF.-Subject to such rules and regulations as may be
adopted by the Commission, the Chairman shall have the power
to-

(A) appoint and fix the compensation of an executive
director, and such additional personnel as he deems advisable,
without regard to the provisions of title 5, United States
Code, governing appointments in the competitive service, and
without regard to the prQvisions of chapter 51 and subchapter
III of chapter 53 of such title relating to classification and
General Schedule pay rates, except that the executive director
may not receive pay in excess of the maximum annual rate
of basic pay in effect for grade GS-18 of the General
Schedule under section 5332 of such title and any additional
personnel may not receive pay in excess of the maximum
annual rate of basic pay in effect for grade GS-15 of such
General Schedule, and

(B) obtain temporary and intermittent services of experts
and consultants in accordance with the provisions of section
3109 of title 5, United States Code.

(3) Co.-TRAcTs.-The Commission is authorized -to negotiate
and enter into contracts with organizations, institutions, and AOL
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individuals to carry out such studies, surveys, or research and
prepare such reports as the Commission determines are necessary
in order to carry out its duties.

(d) COOPERATION OF OTHER FEDERAL AGENCIES.-
(1) INFoRMATION.-Each department, agency, and instrumen-

tality of the Federal Government is authorized and directed to
furnish to the Commission, upon request made by the Chairman,
and to the extent permitted by law, such data, reports, and other
information as the Commission deems necessary to carry out its
functions under this section.

(2) SERvIcEs.-The head of each department or agency of the
Federal Government is authorized to provide to the Commission
such services as the Commission requests on such basis, reim-
bursable and otherwise, as may be agreed between the depart-
ment or agency and the Chairman of the Commission. All such
requests shall be made by the Chairman of the Commission.

(3) DEPARTMENT OF LABoR.-The Department of Labor shall
provide support for the Commission and shall perform such
other functions with respect to the Commission as may be required
by the provisions of the Federal Advisory Committee Act.

(e) PAY AND TRAVEL EXPENsEs.-
(1) MEMBERS SERVE WITHOUT PAY.-Except as provided in para-

graph (2), members of the Commission shall serve without pay.
(2) TRAVEL ExPF.NsEs.-While away from their homes or regu-

lar places of business in the performance of services for the
Commission, members of the Commission shall be allowed travel
expenses, including per diem in lieu of subsistence, in the same
manner as persons employed intermittently in the Government
service are allowed expenses under section 5703(b) of title 5 of
the United States Code.

(f) INTERIM REPORT.-The Commission shall transmit to the Con-
gress not later than September 30, 1978, an interim report.'

(g) FINAL REPoirr.-The Commission shall transmit to the Presi-
dent and the Congress not later than July 1, 1979, a final report
containing a detailed statement of the findings and conclusions of the
Commission, together with such recommendations as it deems
advisable.1

(h) TERMINATION.-On the ninetieth day after the date of sub-
mission of its final report to the President, the Commission shall cease
to exist.

(i) AUTHORIZATION OF APPROPRIATIONs.-There are hereby author-
ized to be appropriated such sums as may be necessary to carry out
the provisions of this section.S 1Bubectlons (f) and (g) were amended by section 803 of PL. 95-19.
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TITLE V-MISCELLANEOUS PROVISIONS
SEC. 501. REFERRAL OF BLIND AND DISABLED INDIVIDUALS UNDER

AGE 16, WHO ARE RECEIVING BENEFITS UNDER THE
SUPPLEMENTAL SECURITY INCOME PROGRAM, FOR AP-
PROPRIATE REHABILITATION SERVICES.

(a) * * *
(b) PUBLICATION OF CRIrraL.-The Secretary shall, within 120

days after the enactment of this subsectionn, publish criteria to be
employed to determine disability (as defined in section 1614(a) (3) of
the Social Security Act) in the case of persons who have not attained
the age of 18.

SEC. 503. PRESERVATION OF MEDICAID ELIGIBILITY FOR INDIVID-
UALS WHO CEASE TO BE ELIGIBLE FOR SUPPLEMENTAL
SECURITY INCOME BENEFITS ON ACCOUNT OF COST-OF-
LIVING INCREASES IN SOCIAL SECURITY BENEFITS.

In addition to other requirements imposed by law as a condition
for the approval of any State plan under title XIX of the Social
Security Act, there is hereby imposed the requirement (and each such
State plan shall be deemed to require) that medical assistance under
such plan shall be provided to any individual, for any month after
June 1977 for which such individual is entitled to a monthly insur-
ance benefit under title II of such Act but is not eligible for benefits
under title XVI of such Act, in like manner and subject to the same
terms and conditions as are applicable under such State plan in the
case of individuals who are eligible for and receiving benefits under
such title XVI for such month, if for such month such individual
would be (or could become) eligible for benefits under such title XVI
except for amounts of income received by such individual and his
spouse (if any) which are attributable to increases in the level of
monthly insurance benefits payable under title II of such Act which
have occurred pursuant to section 215(i) of such Act, in the case of
such individual, since the last month after April 1977 for which such
individual was both eligible for (and received) benefits under such
title XVI and was entitled to a monthly insurance benefit under such
title II, and, in the case of such individual's spouse (if any), since
the last such month for which such spouse was both eligible for (and
received) benefits under such title XVI and was entitled to a monthly
insurance benefit under such title II. Solely for purposes of this sec-
tion, payments of the type described in section 1616(a) of the Social
Security Act or of the type described in section 212 (a) of Public Law
93-66"shall be deemed to be benefits under title XVI of the Social
Security Act.
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SEC. 508. STAT_`E EMPLOYMENT OFFICES TO SUPPLY DATA IN AID
OF ADMINISTRATION OF AFDC AND CHILD SUPPORT
PROGRAMS.

(a) IE GEF.NERA.L.-Section 3(a) of the Act. entitled "An Act to
provide for the establishment of a national employment system and
for cooperation with the States in the promotion of such system, and
for other purposes", approved June 6, 1933 (29 U.S.C. 49b(a)), is
amended by adding at the end thereof the following new sentence:
"It shall he the further duty of the bureau to assure that such employ-
ment offices in each State, upon request of a public agency administer-
ing or supervising the administration of a State plan approved under
part A of title IV of the Social Security Act or of a public agency
charged with any duty or responsibility under any program or activity
authorized or required under part D of title IV of such Act, shall
(and, notwithstanding any other provision of law, is hereby author-
ized to) furnish to such agency making the request, from any data
contained in the files of any such employment office, information with
respect to any individual specified in the request as to (A) whether
such individual is receiving, has received, or has made application for,
unemployment compensation, and the amount of any such compen-
sation being received by such individual, (B) the current (or most
recent) home address of such individual, and (C) whether such
individual has refused an offer of employment and, if so, a description
of the employment so offered and terms, conditions, and rate of pay
therefor.".

(b) PROVIsION FOR REIMBURSEMENT OF ExPE-NsEs.-For purposes
of section 403 of the Social Security Act, expenses incurred to reim-
burse State employment offices for furnishing information requested
of such offices pursuant to the third sentence of section 3(a) of the Act
entitled "An Act to provide for the establishment of a national employ-
ment system and for cooperation with the States in the promotion
of such system, and for other purposes", approved June 6, 1933 (29
U.S.C. 49b(a), by a State or local agency administering a State
plan approved under part A of title IV of the Social Security Act
shall be considered r- constitute expenses incurred in the administra-
tion of such State plan; and for purposes of section 455 of the Social
Security Act, expenses incurred to reimburse State employment offices
for furnishing information so requested by a State or local agency
charged with the duty of carrying out a State plan for child support
approved under part D of title IV of the Social Security Act shall be
considered to constitute expenses incurred in the administration of
such State plan.
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Excerpts From Public Law 94-5

Sec. L (a) ***
(b) Administrative costs incurred by a State plan for aid and serv-

ices to needy families with children, approved under Part A of title
IV of the Social Security Act, in conducting procedures (described
in section 410 of such Act, as added by subsection (a) of this section)
in connection with the food stamp program shall be paid from funds
appropriated to carry out the Food Stamp Act of 1964, as amended.

Sec. 2. (a) * * *

Excerpts From Public Law 95-19

SECTION 1. SHORT TITLE.
This Act may be cited as the "Emergency Unemployment Compen-

sation Extension Act of 1977".

TITLE I-AMENDMENTS TO THE EMER-
GENCY UNEMPLOYMENT COMPENSA-
TION PROGRAM

SEC. 106. MODIFICATION OF AGREEMENTS.
The Secretary of Labor shall, at the earliest practicable date after

the date of the enactment of this Act, propose to each State with
which he has in effect an agreement under section 10-2 of the Emer-
gency Unemployment Compensation Act of 1974 a modification of
such agreement designed to provide for the payment of emergency
compensation under such Act in accordance with the amendments
made by this title. Notwithstanding any other provision of law, if any
State fails or refuses, within the 3-week period beginning on the date
the Secretary of Labor proposes such a modification to such State, to
enter into such a modification of such agreement, the Secretary of
Labor shall terminate such agreement effective with the end of the
last week which ends on or before the last day of such 3-week period.
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TITLE II-REPAYMENT OF STATE LOANS
SEC. 201. REPAYMENT OF STATE LOANS.

(a) GENERAL Ruiz..-The last sentence of section 3302(c) (2) of the
Internal Revenue Code of 1954 (relating to reduction in credits against
unemployment tax) is amended by striking out "January 1, 1978" each
place it appears and inserting in lieu thereof "January 1, 1980".

(b) STATE REQuIREMEnTS.-The amendment made by subsection (a)
shall not apply in the case of any State unless the Secretary of Labor
finds that such State meets the requirements of section 110(b) of the
Emergency Compensation and Special Unemployment Assistance Ex-
tension Act of 1975.

Excerpts From Public Law 95-30

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
(a) Siior TTITLE.-This Act may be cited as the "Tax Reduction

and Simplification Act of 1977".

TITLE IV-MISCELLANEOUS
PROVISIONS

SEC. 401. AUTHORIZATION OF ADDITIONAL APPROPRIATIONS FOR THE
WORK INCENTIVE PROGRAM.

(a) M•IrcNlo FUNDs DISREARDw.-The Secretary of Health,
Education, and Welfare and the Secretary of Labor are authorized to
carry out the work incentive program under title IV of the Social
Security Act from the sums appropriated pursuant to this Act with-
out regard to the requirements for non-Federal matching funds con-
tained in sections 402(a)(19)(C), 402(a) (19) (G), 403(a)(3)(A),
403(d), and 435 of the Social Security Act.

(b) AUTHomiZATIWN.-There are authorized to be appropriated to
carry out the work incentive program under title IV of the Social
Security Act, as modified by this Act (in addition to any sums other-
wise appropriated pursuant to title IV of such Act), $435,000,000 for
fiscal year 1978 and $435,000,000 for fiscal year 1979.
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SEC 504. ANNUAL REPORT OF THE PRESIDENT.

(C) SUPPLEMENTAL REPORT.-The Secretary of Health, Education,
and Welfare shall submit to the Congress not later than June 30, 1977,
a special supplemental report, with respect to activities undertaken
pursuant to part D of title IV of the Social Security Act during the
fiscal year ending June 30, 1976, and during the transitional period
beginning July 1, 1976, and ending September 30, 1976. Such report
shall, with respect to such transitional period, contain all the data and
information specified in clauses (A) through (H) of section 452(a)
(10) of such Act (as amended by subsection (a) of this section), and
with respect to the fiscal year ending June 30, 1976, contain all such
data and information which was not included in the report made by
such Secretary to the Congress on June 30, 1976, pursuant to section
452(a) (10) of such Act, as in effect on such date.
SEC. 505. CERTAIN AFDC PAYMENTS.

For purposes of determining the amount payable to the State of
Georgia under section 403(a) of the Social Security Act on account
of expenditures made by such State as aid to families with dependent
children under its State plan approved under part A of title IV of
such Act during calendar quarters, beginning after June 30, 1975, and
prior to January 1, 1977, there shall be included as an offset against
such expenditures amounts which-

(1) were collected as child support by the State pursuant to
a plan approved under part D of such title IV, and

(2) were retained by the State pursuant to, and in accordance
with the provisions of, section 457(a) (2) or section 457(b) (1)
of such Act.

Excerpts From Public Law 95-59

DEFERRAL OF IMPLEMENTATION OF CERTAIN DECREASES
IN MEDICAID MATCHING FUND

SEc. 6. Notwithstanding the provisions of subsection (g) of sec-
tion 1903 of the Social Security Act, the amount payable to any State
for the calendar quarters during the period commencing April 1,
1977, and ending September 30,1977, on account of expenditures made
under a State plan approved under title XIX of such Act, shall not
be decreased by reason of the application of the provisions of such
subsection with respect to any period for which such State plan was
in operation prior to April 1, 1977.
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Excerpts From Public Law 95-142

SHORT TITLE

SEc-riox 1. This Act may be cited as the "Medicare-Medicaid Anti-
Fraud and Abuse Amendments".

* * * * * * •

SEc. 4(a) * * *

(c) Section 204(a) of Public Law 94-505 (42 U.S.C. 3524) (relat-
ing to annual reports of-he Health, Education, and Welfare Inspector
General) is amended by adding at the end thereof the following sen-
tences: "Such report also shall include a detailed description of the
cases referred by the Department of Health, Education, and Welfare
to the Department of Justice during the period covered by the report,
an evaluation of the performance of the Department of Justice in the
investigation and prosecution of criminal violations relating to fraud
in the programs of health insurance and medical assistance provided
under titles XVIII and XIX of the Social Security Act, and any
recommendations with respect to improving the performance of such
activities by the Department of Justice. Promptly, after the Inspector
General submits such a report to Congress, the Attorney General shall
report to Congress concerning the details of the disposition of the
cases referred to the Department of Justice and described in the In-
spector General's report.".

SUSPENSION OF PRLACTITIONERS CONVICTED OF MEDICARE- OR MEDICAID-

RELATED CRIMES

SEC. 7. (a) * * *
* * * * * * •

(d) Section 332(c) of the Public Health Service Act (relating to
considerations in the designation of health manpower shortage areas)
is amended by inserting after paragraph (2) the following new
paragraph:

"(3) The extent to which individuals who are (A) residents
of the area, members of the population group, or patients in the
medical facility or other public facility under consideration for
designation, and (B) entitled to have payment made, for medical
services under title XVIII or XIX of the Social Security Act,
cannot obtain such services because of suspension of physicians
from the programs under such title.".

(e) (1) The amendment made by subsection (d) shall apply with
respect to determinations and designations made on and after the date
of the enactment of this Act.

• • * * * * *
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STUDY AND REVIEW OF MEDICARE CLAIMS PROCESSING

SEc. 12. The Comptroller General of the United States shall con-
duct a comprehensive study and review of the administrative structure
established for the processing of claims under title XVIII of the Social
Security Act, for the purpose of determining whether and to what
extent more efficient claims administration under such title could be
achieved-

(1) by reducing the number of participating intermediaries
and carriers;

(2) by making a single organization responsible for the proc-
essing of claims, under both part A and part B of such title, in a
particular geographic area;

(3) by providing for the performance of claims processing
functions on the basis of a prospective fixed price;

(4) by providing incentive payments for the most efficient
organizations; or

(5) by other modifications in such structure and related
procedures.

The Comptroller General shall submit to the Congress no later than
July 1, 1979, a complete report setting forth the results of such study
and review, together with his findings and his recommendations with
respect thereto.

*J * * * * *

SEC. 14(a) * * *

(b) The Secretary of Health, Education, and Welfare shall develop
the standards, criteria, and procedures described in subsection (f) of
section 1816 of the Social Security Act (as added by subsection (a) (5))
not later than October 1, 1978.

(c) The amendment made by paragraphs (2) and (3) of subsection
(a) to the extent that they require application of standards, criteria,
and procedures developed under section 1816(f) of the Social Security
Act shall apply to the entering into, renewal, or termination of agree-
ments on and after October 1,1978.

(d) Except as provided in subsection (c), the amendment made by
subsection (a) (2) shall apply to agreements entered into or renewed on
or after the date of enactment of this Act.

SEC.17(a) * * *

(d) Section 402(a) (1) of the Social Security Amendments of 1967
(Public Law 90-248), as amended by section 222 of the Social Security
Amendments of 1972 (Public Law 9.2-603), is amended-

(1) by striking out "and" at the end of subparagraph (H);
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(2) by striking out the period at the end of subparagraph (I)
and inserting in lieu thereof 's: and"; and

(3) by adding after subparagraph (I) the following new
subparagraph:

"(J) to develop or demonstrate improved methods for the in-
vestigation and prosecution of fraud in the provision of care or
services under the health programs established by the Social Se-
curity Act.".

(e) (1) The amendment made by subsection (a) shall apply with
respect to calendar quarters beginning after September 30,1977.

(2) The S,,cretary of Health, Education, and Welfare shall estab-
lish such regulations, not later than ninety days after the date of en-
actnient of this Act, as are necessary to carry out the amendments made
by this section.

REPORT ON HOME HEALTH AND OTHER IN-HOME SERVICES

SEc. 18. (a) Not later than one year after the date of enactment of
this Act, the Secretary of Health, Education. and Welfare shall sub-
mit to the appropriate committees of the Congress a report analyzing,
evaluating, and making recommendations with respect to, all aspects
(including the availability, administration, provision, reimbursement

* procedures, and cost) of the delivery of home health and other in-home
services authorized to be provided under titles XVIII, XIX. and XX
of the Social SNec urity Act.

(b) Such report shall include an evaluation of the coordination of
such services provided under the different titles, and shall also include
recommendations for changes in regulations and legislation with re-
spect to-

(1) the scope and definition of such services provided under
such titles:

(2) the requirements for an individual to be eligible to receive
such services under such titles;

(3) the standards for certification of providers of such services
under such titles and (as appropriate) the uniformity of such
standards for the programs under the different titles;

(4) procedures for control of utilization and assurance of
quality of such services under such titles, including (as appro-
priate) the licensing and accreditation of agencies providing such
services, a certificate of need program with respect to the offer-
ing of such services, and the development and use of norms and
standards for review of the utilization and quality of such
services;

(5) methods of reimbursement for such services, including (A)
methods of comparing costs incurred by different providers of



800

such services in order to determine the reasonableness of such costs
and (B) methods which provide for more uniform reimbursement
procedures under titles XVIII and XIX of the Social Security
Act; and

(6) the prevention of fraud and abuse in the delivery of such
services under such titles,

the reasons for such recommendations, an analysis of the impact of
implementing such recommendations on the cost of such services and
the demand for such services, and the methods of financing any rec-
ommended increased provision of such services under such titles.

(c) In developing the report the Secretary shall consult with pro-
fessional organizations, experts, and individual health professionals
in the field of home health and other in-home services and with pro-
viders, private insurers, and consumers of such services.

* * * * * * *

SrC. 19. (a) *
* S @ * S S *

(c) (1) The Secretary of Health, Education, and Welfare shall es-
tablish the systems described in section 1121 (a) of the Social Security
Act (added by subsection (a) of this section) only after consultation
with interested parties and-

(A) for hospitals, skilled nursing facilities, and intermediate
care facilities, not later than the end of the one-year period, and

(B) for other types of health services facilities and organiza-
tions, not later than the end of the two-year period,

beginning on the date of enactment of this Act.
(2) (A) The amendments made by subsection (b) shall apply with

respect to operations of a hospital, skilled nursing facility, or inter-
mediate care facility, on and after the first day of its first fiscal year
which begins after the end of the six-month period beginning on the
date a uniform reporting system is established (under section 1121 (a)
of the Social Security Act) for that type of health services facility.

(B) The amendments made by subsection (b) shall apply, with re-
spect to the operation of a health services facility or organization
which is neither a hospital, a skilled nursing facility, nor an intermedi-
ate care facility, on and after the first day of its first fiscal year which
begins after such (late as the Secretary of Health, Education, and
Welfare determines to be appropriate for the implementation of the
reporting requirement for that type of facility or organization.

(C) Except as provided in subparagraphs (A) and (B), the amend-
ments made by subsection Mb) (2) shall apply. with respect to State
plans approved under title XIX of the Social Security Act, on and af
ter October 1, 1977.

S* , S , , , ,
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SEI. C. 2(a) * *

(c) (1) Except as provided in paragraph (2), the amendments
made by this section shall be effective on October 1, 1977, and the
Secretary of Health. Education, and Welfare shall promptly adjust
payments made to States under section 1903 of the Social Security
Act to reflect the changes made by such amendments.

(2) The aniount of any reduction in the Federal medical assistance
percentage of a State, otherwise required to be imposed under section
1903(g) (1) of the Social Security Act because of an unsatisfactory
or invalid showing made by the State with respect to a calendar quar-
ter beginning on or after January 1, 1977, shall be determined under
such section as amended by this section. Subparagraph (B) of para-
graph (4) of section 1905(g) of such Act, as added by this section,
shall apply to any showing made by a State under such section with
respect to a calendar quarter beginning on or after January 1, 1977.

PROTECTION OF PAl TENT FUNDS

SEC. 21. (a) Section 1861(j) of the Social Security Act is amended
by striking out "and" at the end of paragraph (13) and inserting im-
mediately after such paragraph (13) the following new paragraph:

"(14) establishes and maintains a system that (A) assures a
full and complete accounting of its patients' personal funds, and
(B) includes the use of such separate account for such funds as
will preclude any commingling of such funds with facility funds
or with the funds of any person other than another such patient;
and".

(b) The Secretary of Health, Education, and Welfare shall, by
regulation, define those costs which may be charged to the personal
funds of patients in skilled nursing facilities who are individuals
receiving benefits under the provisions of title XVIII, or under a State
plan approved under the prvisions of title XIX, of the Social Secu-
rity Act, and those costs which are to be included in the reasonable cost
or reasonable charge for extended care services as determined under
the provisions of title XVII, or for skilled nursing and intermediate
care facility services as determined under the provisions of title XIX,
of such Act.

(c) (1) The amendments made by subsection (a) shall be effective
on the first day of the first calendar quarter which begins more than
six months after the date of enactment of this Act.

(2) The Secretary of Health, Education, and Welfare shall issue
the regulations required under subsection (b) within ninety days after
the date of enactment of this Act.

• •



802

Excerpt From Public Law 95-171

SzC. 3. (a)"""
(b) Notwithstanding any other provision of law, Federal financial

participation in aid to families with dependent children under a State
plan approved under section 402 of the Social Security Act, for
quarters (with respect to which expenditure reports were timely filed
by the State) during the period beginning with the calendar quarter
in which Public Law 90-248 was enacted and ending with the first
calendar quarter of 1977, shall not be denied, on or after October 1,
1977, by reason of the provision of goods, services, or items in the
form of a check which is drawn jointly to the order of the recipient
and the person furnishing such goods, services, or items and which
shows the purpose for which the check is drawn, or by reason of the
failure of the State to meet the requirement of the last two sentences
of section 403(a) of such Act or the failure of the State (or any
political subdivision thereof) to carry out the functions and duties
prescribed in clauses (A), (B), (C), and (E) of section 406(b) (2)
of such Act, regardless of the form in which the aid involved was
paid, if (and to the extent that) the amount of such aid was correct
and the payment of the aid in that form did not result in assistance
in cases or in amounts not authorized by or under part A of title IV
of such Act.

Excerpts From Public Law 95-210

SECTION 1. (a) **
* * * * * S S

(c) The Secretary of Health, Education, and Welfare (hereinafter
in this Act referred to as the "Secretary") shall conduct a study of the
feasibility and desirability of imposing a copayment for each visit to
a rural health clinic for rural health clinic services under part B of
title XVIII of the Social Security Act, instead of the deductible and
coinsurance amounts otherwise required under section 1833 of such Act
with respect to the provision of such services. The Secretary shall re-
port to the appropriate committees of Congress, not later than one
year after the date of enactment of this Act, on such study and on any
recommendations he may have for changes in the provisions of part B
of title XVIII of the Social Security Act to reflect the findings of such
study.

Sv, n c t

(e) Any private, nonprofit health care clinic that--
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* (1) on July 1, 1977, was operating and located in an area which
on that date (A) was not an urbanized area (as defined by the
Bureau of the Census) and (B) had a supply of physicians insuffi-
cient to meet the needs of the area (as determined by the Secre-
tary),and

(2) meets the definition of a rural health clinic under section
1861(aa) (2) or section 19o0(1) of the Social Security Act, except
for clause (i) of section 1861(aa) (2),

shall be considered, for the l)urposes of title XVIII or XIX, respec-
tively, of the Social Security Act, as satisfying the definition of a rural
health clinic under such section.

SEC. 2. (a) ***

(f) (1) The amendments made by this section shall (except as other-
wise provided in paragraph (2)) apply to medical assistance pro-
vided, under a State plan approved under title XIX of the Social
Security Act, on and after the first day of the first calendar quarter
that begins more than six months after the date of enactment of this
Act.

(2) In the case of a State plan for medical assistance under title
XIX of the Social Security Act which the Secretary determines
requires State legislation in order for the plan to meet the additional
requirements imposed by the amendments made by this section, the
State plan shall not be regarded as failing to comply with the require-
ments of such title solely on the basis of its failure to meet these addi-
tional requirements before the first day of the first calendar quarter
beginning after the close of the first regular session of the State legis-
lature that begins after the date of enactment of this Act.

I)EMONSTRATION PROJECTS FOR PHYSICIAN-DIRECTED CLINICS IN URBAN

MEDICALLY UNDERSERVED AREAS

SEC. 3. (a) The Secretary shall provide, through demonstration
projects, reimbursement on a cost basis for services provided by physi-
cian-directed clinics in urban medically underserved areas for which
payment may be made under title XVIII of the Social Security Act
and, notwithstanding any other provision of such title, for services
provided by a physician assistant or nurse practitioner employed by
such clinics which would otherwise be covered under such title if pro-
vided by a physician.

(b) The demonstration projects developed under subsection(a) shall
be of sufficient scope and carried out on a broad enough scale to allow
the Secretary to evaluate fully-

21-746 0 - 78 - 59
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(1) the relative advantages and disadvantages of reimburse-
ment on the basis of costs and fee-for-service for physician-
directed clinics 'mploying a physician assistant or nurse
practitioner;

(2) the appropriate method of determining the compensation
for physician services on a cost basis for the purposes of reimburse-
ment of services provided in such clinics;

(3) the appropriate definition for such clinics;
(4) the appropriate criteria to use for the purposes of desig-

nating urban medically underserved areas; and
(5) such other possible changes in the provisions of title XVIII

of the Social Security Act as might be appropriate for the efficient
and cost-effective reimbursement of services provided in such
clinics.

(c) Grants, payments under contracts, and other expenditures made
for demonstration projects under this section shall be made in appio-
priate part from the Federal Hospital Insurance Trust Fund (estab-
lished by section 1817 of the Social Security Act) and the Federal
Supplementary Medical Insurance Trust Fund (established by sec-
tion 1841 of the Social Security Act). Grants and payments under
contracts may be made either in advance or by way of reimbursement,
as may be determined by the Secretary, and shall be made in such
installments and on such conditions as the Secretary finds necessary to
carry out the purpose of this section. With respect to any such grant,
payment, or other expenditure, the amount to be paid from each trust
fund shall be determined by the Secretary giving due regard to the
purposes of the demonstration projects.

(d) The Secretary shall submit to the Congress, no later than Janu-
ary 1, 1981, a complete, detailed report on the demonstration projects
conducted under subsection (b). Such report shall include any recom-
mendations for legislative changes which the Secretary finds necessary
or desirable as a result of carrying out such demonstration projects.

(e) As used in this section, the terms "physician assistant" and
"nurse practitioner" have the meanings given such terms in section
1861(au) (3) of the Social Security Act

REPORT BY THE SECRETARY OF HEALTH, EDUCATION, AND WELFARE ON
MENTAL HEALTH AND OTHER CENTERS

SEc. 4. (a) The Secretary shall submit to the Congress, no later than
six months after the date of enactment of this Act, a report on the
advantages and disadvantages of extending coverage under title
XVIII of the Social Security Act to urban or rural comprehensive
mental health centers and to centers for treatment of alcoholism and
drug abuse.
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(b) The report submitted under subsection (a) shall include evalua-
tions of-

(1) the need for coverage under such title of services provided
by such centers;

(2) the extent of present utilization of such centers by individ-
uals eligible for benefits under such title;

(3) alternatives to services provided by such centers presently
available to individuals eligible for benefits tinder such title;

(4) the appropriate definition for such centers;
(5) the types of treatment provided by such centers;
(6) present Federal and State funding for such centers;
(7) the extent of coverage by private insurance plans for serv-

ices provided by such centers;
(8) present and projected costs of services provided by such

centers;
(9) available methods for assuring proper utilization of such

centers;
(10) the effect of allowing coverage for services provided by

such centers on other providers and practitioners; and
(11) the need for any demonstration projects for further eval-

uation of the need for coverage for services provided by such
* centers.

Excerpts From Public Law 95-216

SECTON 1. This Act, with the following table of contents, may be
cited as the "Social Security Amendments of 1977".

SEC. 301. (a) * * *

(c)(1) * * *
(2) No notification with respect to an increased exempt amount for

individuals described in section 203(f) (8) (D) of the Social Security
Act (as added by paragraph (1) of this subsection) shall be required
under the last sentence of section 203(f) (8) (B) of such Act in 1977,
1978, 1979, 1980, or 1981; and section 203(f) (8) (C) of such Act shall
not prevent the new exempt amount determined and published under
section 203(f) (8) (A) in 1977 from becoming effective to the extent
that such new exempt amount applies to individuals other than those
described in section 203(f) (8) (D) of such Act (as so added).

STUDY OF UNIVERSAL COVERAGE

SEC. 311. (a) The Secretary of Health, Education, and Welfare is
directed to undertake, as soon as possible after the date of the enact-
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ment of this Act, a thorough study with respect to the extent of the cov-
erage under the old-age, survivors, and disability insurance programs
and under the programs established by title XVIII of the Social
Security Act. The study shall examine the feasibility and desirability
of covering, under iuch social security programs. Federal employees.
State and local governmental employees, and employees of non-profit
organizations who are not now covered. The study shall include alter-
native methods of accomplishing such coverage together with any
appropriate alternatives to extending coverage to such employees.

(b) With respect to each major alternative method or proposal
included in the study described in subsection (a), such study shall also
include an analy-is of the changes which would be required in the pro-
grams established by the Social Security Act and in any other systems
or programs (such as retirement, survivorship. disability, and health
programs) affecting the individuals who would be covered under
such social security programs under such alternative method or pro-
posal. Such analysis shall include the structural changes required in
such programs, the financial impact of such changes, and the effect of
such changes on the benefit rights and contribution liabilities of the
affected individuals.

(c) In conducting the study required by subsection (a), the Secre-
tary of Health, Education, and Welfare shall consult, as appropriate
with the Secretary of the Treasury, the Director of the Office of Man-
agement and Budget, and the Chairman of Civil Service Com-
mission, and those officials shall provide him with such information
and assistance as he may require. The Secretary shall also solicit the
views of other appropriate officials and organizations.

(d) The Secretary of Health, Education, and Welfare shall submit
to the President and the Congress, not later than 2 years after the date
of the enactment of this Act, a report of the findings of the study
required by subsection (a) together with his recommendations for any
appropriate legislative changes.

* * * * * * *

SEC. 312. (a) * **
* * * * *

(c) In any case where-
(1) an individual performed service, as an employee of an

organization which is deemed under section 3121(k) (4) of the
Internal Revenue Code of 1954 to have filed a waiver certificate
under section 3121(k) (1) of such Code, on or after the first day
of the applicable period described in subparagraph (A)(ii) of
such section 3121(k) (4) and before July 1, 1977; and

(2) the service so performed does not constitute employment
(as defined in section 210(a) of the Social Security Act and sec-
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* tion 3121(b) of such Code) because the waiver certificate which
the organization i., deenied to have filed is inade inapplicable to
such service by e•,tion 3121 (k) (4) (C) of such Code. but would
constitute employment (as so defined) in the absence of such sec-
tion 3121(k) (4) (C),

the remuneration paid for such service shall, upon the request of such
indlividual filed on or before April 15. 1980, in such manner and form,
and with such official, as miay be prescribed by regulations made under
title II of the Social Security Act) accompanied by full payment of
all of the taxes which would have been paid inder .section 3101 of such
Code with re-qect to such remuneration but for such section 3121(k)
(4)(C) (or by :ati.-factory evidence that appropriate arrangements
have been made for the payment of such taxes in installments as pro-
vided in section 3121(k) (8) of such Code), be deemed to constitute
remuneration for employment as so defined. In any case where remu-
neration paid by an organization to an individual is deemed under the
preceding sentence to constitute renmuneration for emlploynment. such
organization shall be liable (notwithstanding any other provision of
such Cde) for payment of the taxes which it would have been re-
quired to pay under section 3111 of such Code with respect to such re-
muneration in the ab.,ence of such section 3121(k) (4) (C).

REVOCATION OF EXEMPTION FROM COVERAGE BY CLERGYMEN

SEC. 316. (a) Notwithstanding section 1402(e) (3) of the Internal
Revenue Code of 1954, any exemption which has been received under
section 1402 (e) (1) of such Code by a duly ordained, commissioned, or"
licensed minister of a church or a Christian Science practitioner, and
which is effective for the taxable year in which this Act is enacted, may
be revoked by filing an application therefor (in such form and manner,
and with such official, as may be prescribed in regulations made under
chapter 2 of L.uch Code), if such application is filed-

(1) before the applicant becomes entitled to benefits under sec-
tion 202(a) or 223 of the Social Security Act (without regard to
section 202(j) (1) or 223(b) of such Act), and

(2) no later than the due date of the Federal income tax return
(including any extension thereof) for the applicant's first taxable
year beginning after the date of the enactment of this Act.

Any such revocation shall be effective (for purposes of chapter 2 of
the Internal Revenue Code of 1954 and title II of the Social Security
Act.), as specified in the application, either with respect to the appli-
cant's first taxable year ending on or after the date of the enactment

* of this Act or with respect to the applicant's first taxable year begin-
ning after such date, and for all succeeding taxable years; and the
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applicant for any such revocation may not thereafter again file appli-
cation for an exemption under such section 1402(e) (1). If the appli-
cation is filed on or after the due date of the applicant's first taxable
year endiiig on or after the date of t',, enactment of this Act and is
effective with respect to that taxable year. it shall include or be accom-
panied by payment in full of an amount equal to the total of the taxes
that would have been imposed by section 1401 of the Internal Revenue
Code of 1954 with respect to all of the applicant's income derived in
that taxable year which would have constituted net earnings from self-
employment for purposes of chapter 2 of such Code (notwithstanding
section 1402 (c) (4) or (c) (5) of such Code) except for the exemption
under section 110"2 (e) (1) of such Code.

(b) Subsection (a) shall apply with respect to service performed
(to the extent specified in such subsection) in taxable years ending on
or after the date of the enactment of this Act, and with respect to
monthly insurance benefits payable under title II of the Social Secu-
rity Act on the basis of the wages and self-employment income of any
individual for months iti or after the calendar year in which such indi-
vidual's application for revocation (as described in such subsection)
is filed (and lump-sum death payments payable under such title on
the basis of such wages and self-employment income in the case of
deaths occurring in or after such calendar ycar).

* *

SEC. 317. (a) * * *

(b)(1) * * *

* * * * W

(4) Notwithstanding any other provision of law, taxes paid by any
individual to any foreign country with respect to any period of
employment or self-employment which is covered under the social secu-
rity system of such foreign country in accordance with the terms of
an agreement entered into pursuant to section 233 of the Social Security
Act shall not, under the income tax laws of the United States, be
deductible by, or creditable against the income tax of, any such
individual.

MODIFICATION OF AGREEMENT WITH IMLIN018 TO PROVIDE COVERAGE FOR

CERTAIN POLICEMEN AND FIREMEN

SE. 318. (a) Notwithstanding the provisions of subsection (d) (5)
(A) of section 218 of the Social Security Act and the references thereto
in subsections (d) (1) and (d) (3) of such section 218, the agreement
with the State oi Illinois heretofore entered into pursuant to such

section 218 may, at any time prior to January 1, 1979, be modified
pursuant to subsection (c) (4) of such section 218 so as to apply to

A
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services performed in policemen's or firemen's positions covered by
the Illinois Municipal Retirement Fund on the date of the enactment
of this Act if the State of Illinois has at any time prior to the date of
the enactment of this Act paid to the Secretary of the Treasury, with
respect to any of the services performed in such positions, the sums
prescribed pursuant to subsection (e) (1) of such section 218. For
purposes of this section, a retirement system which covers positions
of policemen or firemen shall, if the State of Illinois so desires, be
deemed to be a separate retirement system with respect to the positions
of such policemen or firemen, as the case may be.

(b) Notwithstanding the provisions of subsection (f) of section
218 of the Social Security Act, any modification in the agreement with
the State of Illinois under subsection (a) of this section, to the extent
that it involves services s performed by a policeman or fireman in posi-
tions covered under the Illinois Municipal Retirement Fund, shall be
made effective with respect to-

(1) all services performed by policemen or firemen, in positions
to which the modification relates, on or after the date of the en-
actment of this Act; and

(2) all services performed by such individuals in such positions
before such date of enactment with respect to which the State of
Illinois has paid to the Secretary of the Treasury the sums pre-
scribed pursuant to subsection (e) (1) of such section 218 at the
time or times established pursuant to such subsection (e) (1), if
and to the extent that-

(A) no refund of the sums so paid has been obtained, or
(B) a refund of part or all of the sums so paid has been

obtained but the State of Illinois repays to the Secretary of
the Treasury the amount of such refund within 90 days after
the date that the modification is agreed to by the State and
the Secretary of Health, Education, and Welfare.

SEC. 334. (a) * * *

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

(g) (1) The amendments made by the preceding provisions of this
section shall not apply with respect to any monthly insurance benefit
payable, under subsection (b), (c), (e), (f), or (g) (as tho case may
be) of section 202 of the Social Security Act, to an individual-

A
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(A) to whom there is payable for any month within the m
60-month period beginning with the month in which this Act is
enacted (or who is eligible in any such month for) a monthly peri-
odic benefit (within the meaning of such provisions) based upon
such individual's earnings while in the service of the Federal
Government or any State (or political subdivision thereof, as
defined in section 218(b) (2) of the Social Security Act); and

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

(2) For purposes of paragraph (1) (A), an individual is eligible
for a monthly periodic benefit for any month if such benefit would be
payable to such individual for that month if such individual were not
employed during that month and had made proper application for
such benefit.

(3) If any provision of this subsection, or the application thereof
to any person or circumstance, is held invalid, the remainder of this
section shall not be affected thereby, but the application of this sub-
section to any other persons or circumstances shall also be considered
invalid.

* * $ * $ * *

SEC. 336. (a) * * *
$ $ * $ * * $

(c) (1) The amendments made by this section shall apply only with
respect to monthly benefits payable under title II of the Social Secu-
rity Act for months after December 1978, and, in the case of individ-
uals who are not entitled to benefits of the type involved for December
1978, only on the basis of applications filed on or after January 1,
1979.

(2) In the case of an individual who was entitled for the month of
December 1978 to monthly insurance benefits under subsection (e) or
(f) of section 20"2 of the Social Security Act to which the provisions of
subsection (e) (4) or (f) (5) applied, the Secretary shall, if such
benefits would be increased by the amendments made by this section,
redetermine the amount of such benefits for months after Decem-
ber 1978 as if such amendments had been in effect for the first month
for which the provisions of section 20.2(e) (4) or 202(f) (5) became
applicable.

(d) Where-
(1) two or more persons are entitled to monthly benefits under

section 20"2 of the Social Security Act for December 1978 on the
basis of the wages and self-employment income of a deceased

4
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individual, and one or more of such persons is so entitled under
subsection (e) or (f) of such section 202, and

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

(3) the total of benefits to which all persons are entitled under
section 202 of such Act on the basis of such wages and self-employ-
ment income for January 1979 is reducea by reason of section
203(a) of such Act as amended by this Act (or would, but
for the first sentence of section 203(a) (4), be so reduced),

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

DURATION-OF-MARRIAGE REQUIREMENT

SEC. 337. (a) Section 216(d) of the Social Security Act is amended
by striking out "20 years" in paragraphs (1) and (2) and inserting
in lieu thereof in each instance "10 years".

(b) Section 202(b) (1) (G) of such Act is amended by striking out
"20 years" and inserting in lieu thereof "10 years".

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

PART D-STUDY WVITII RESPECT TO GENDER-BASED DISTINCTIONS

STUDY OF PROPOSALS TO ELIMINATE DEPENDENCY AND SEX DISCRIMINATION
UNDER TIHE SOCIAL SECURITY PROGRAM

SEC. 341. (a) The Secretary of Health, Education, and Welfare,
in consultation with the Task Force on Sex Discrimination in the
Department of Justice, shall make a detailed study, within the Depart-
ment of Health, Education, and Welfare and the Social Security
Administration, of proposals to eliminate dependency as a factor in
the determination of entitlement to spouse's benefits under the pro-
gram established under title II of the Social Security Act, and of
proposals to bring about equal treatment for men and women in any
and all respects under such program, taking into account the practi-
cal effects (particularly the effect upon women's entitlement to such
benefits) of factors such as-
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(1) changes in the nature and extent of women's participation
in the labor force,

(2) the increasing divorce rate, and
(3) the economic value of women's work in the home.

The study shall include appropriate cost analy.-es.
(b) The Secretary shall submit to the Congress, within six months

after the (late of the enaetnent of this Act a full and complete report
on the study carried out tinder subsection (a).

PART F-NATION-AL COMMISSION ON SOCIAL SECURITY

ESTABLISHMENT OF COMMISSION

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

(2) (A) The Commission shall consist of-
(i) five members to be npi)ointed b)y the President, by and with

the advice and consent of the Senate, one of whom shall, at the
time of appointment, be designated as Chairman of the
Commission;

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

(iii) two iziembers to be appointed by the President pro tern-
pore of the Senate.

(B) At no time shall more than three of the members appointed by
the President, one of the members appointed by the Speaker of the
House of Representatives, or one of the members appointed by the
President pro tempore of the Senate be members of the same political
party.

(C) The membership of the Commission shall consist of individuals
who are of recognized standing and distinction and who possess the
demonstrated capacity to discharge the duties imposed on the Com-
mission, and shall include representatives of the private insurance
industry and of recipients and potential recipients of benefits under
the programs involved as well as individuals whose capacity is based
on a special knowledge or expertise in those programs. No individual
who is otherwise an officer or full-time employee of the United States
shall serve as a member of the Commission.

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

(E) A majority of the members of the Commission shall constitute
a quorum, but a lesser number may conduct hearings.

(F) Members of the Commission shall be appointed for a term of
two years.
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(G) A vacancy in the Commission shall not affect its powers, but
shall be filled in the same manner as that herein provided for the
appointment of the member first appointed to the vacant position.

(3) Members of the Commission shall receive $138 per diem while
engaged in the actual performance of the duties vested in the Com-
mission, plus reimbursement for travel, subsistence, and other neces-
sary expenses incurred in the performance of such duties.

(4) The Commission shall meet at the call of the Chairman, or at the
call of a majority of the members of the Commission; but meetings of
the Commission shall be held not less frequently than once in each
calendar month which begins after a majority of the authorized mem-
bership of the Commission has first been appointed.

(b) (1) It shall be the duty and function of the Commission to con-
duct a continuing study, investigation, and review of-

(A) the Federal old-age, survivors, and disability insurance
program established by title II of the Social Security Act; and

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

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

(A) the fiscal status of the trust funds established for the
financing of such programs and the adequacy of such trust
funds to meet the immediate and long-range financing nee.q of
such programs;

(B) the scope of coverage, the adequacy of benefits including
the measurement of an adequate retirement income, and the con-
ditions of qualification for benefits provided by such programs
including the application of the retirement income test to
unearned as well as earned income;

(C) the impact of such programs on, and their relation to,
public assistance programs, nongovernmental retirement and
annuity programs, medical service delivery systems, and national
employment practices;

(D) any inequities (whether attributable to provisions of law
relating to the establishment and operation of such programs, to
rules and regulations promulgated in connection with the admin-
istration of such programs, or to administrative practices and
procedures employed in the carrying out of such programs)
which affect substantial numbers of individuals who are insured
or otherwise eligible for benefits under such programs, including
inequities and inequalities arising out of marital status, sex, or
similar classifications or categories;

(E) possible alternatives to the current Federal programs or
particular aspects thereof, including but not limited to (i) a
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phasing out of the payroll tax with the financing of such programs
being accomplished in some other manner (including general
revenue funding and the retirement bond), (ii) the establishment
of a system pro% iWing for mandatory participation in any or all
of the Federal programs. (iii) the integration of such current,
Federal programs with private retirement programs, and (iv)
the establishment of a system permitting covered individuals a
choice of public or private programs or both;

(F) the need to develop a special Consumer Price Index for
the elderly, including the financial impact that such an index
would have on the costs of the programs established under the
Social Security Act; and

(G) methods for effectively implementing the recommendations
of the Commission.

(3) In order to provide an effective opportunity for the general
public to participate fully in the study, investigation, and review under
this section, the Commission, in conducting such study, investigation,
and review, shall hold public hearings in as many different geographi-
cal areas of the country as possible. The residents of each area where
such a hearing is to be held shall be given reasonable advance notice
of the hearing and an adequate opportunity to appear and express
their views on the matter-z under consideration.

(c) (1) No later than four months after the date on which a majority
of the authorized membership of the Commission is initially appointed,
the Commission shall submit to the President and the Congress a
special report describing the Commission's plans for conducting the
study, investigation, and review under subsection (b), with particular
reference to the scope of such study, investigation, and review and
the methods proposed to be used in conducting it.

(2) At or before the close of each of the first two years after the
date on which a majority of the authorized membership of the Com-
mission is initially appointed, the Commission shall submit to the
President and the Congress an annual report on the study, investiga-
tion, and review under subsection (b), together with its recommenda-
tions with respect to the programs involved. The second such report
shall constitute the final report of the Commission on such study, in-
vestigation, and review, and shall include its final recommendations;
and upon the submission of such final report the Commission shall
cease to exist.

(d) (1) The Commission shall appoint an Executive Director of the
Commission who shall be compensated at a rate fixed by the Commis-
sion, but which shall not exceed the rate established for level V of
the Executive Schedule by title 5, United States Code.
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(2) In addition to the Executive Director, the Commission shall
have the power to appoint and fix the compensation of such personnel
as it deems advisable, in accordance with the provisions of title 5,
United States Code, governing appointments to the competitive serv-
ice, and the provisions of chapter 51 and subchapter III of chapter 53
of such title, relating to classification and General Schedule pay rates.

(e) In carrying out its duties under this section, the Commission,
or any duly authorized committee thereof, is authorized to hold such
hearings, sit and act at such times and places, and take such testimony,
with respect to matters with respect to which it has a responsibility
under this section, as the Commission or such committee may deem
advisable. The Chairman of the Commission or any member author-
ized by him may administer oaths or affirmations to witnesses appear-
ing before the Commission or before any committee thereof.

(f) The Commission may secure directly from any department or
agency of the United States such data and information as may be
necessary to enable it to carry out its duties under this section. Upon
request of the Chairman of the Commission, any such department or
agency shall furnish any such data or information to the Commission.

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

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

(i) It shall be the duty of the Health Insurance Benefits Advisory
Council (established by section 1867 of the Social Security Act) to
prt;vide timely notice to the Commission of any meeting, and the
Chairman of the Commission (or his delegate) shall be entitled to
attend any such meeting.

PAwr G-Miscru,,ous PROvIsIONs

APPOINTMENT OF HEARING EXAMINERS

SEc. 371. The persons who were appointed to serve as hearing exam-
iners under section 1631(d) (2) of the Social Security Act (as in effect
prior to January 2, 1976), and who by section 3 of Public Law 94-202
were deemed to be appointed under section 3105 of title 5, United
States Code (with such appointments terminating no later than at
the close of the period ending December 31, 1978), shall be deemed
appointed to career-absolute positions as hearing examiners under
and in accordance with section 3105 of title 5, United States Co*e,
with the same authority and tenure (without regard to the expiration
of such period) as hearing examiners appointed directly under such

S section 3105, and shall receive compensation at the same rate as

21-7" 0 - 78 - 60
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hearing examiners appointed by the Secretary of Health, Education,
and Welfare directly under such section 3105. All of the provisions of
title 5, United States Code, and the regulations promulgated pursuant
thereto, which are applicable to hearing examiners appointed under
such section 3105, shall apply to the persons described in the preceding
sentence.

REPORT OF ADVISORY COUNCIL ON SOCIAL SECURITY

SEC. 372. Notwithstanding the provisions of section 706(d) of the
Social Security Act, the report of the Advisory Council on Social
Security which is due not later than January 1, 1979, may be filed ai
any date prior to October 1,1979.

REIMBURSEMENT FOR ERRONEOUS STATE SUPPLEMENTARY PAYMENT

SEC. 405. (a) Notwithstanding any other provision of law, the Secre-
tary of Health, Education, and Welfare is authorized and directed
to pay to each State an amount equal to the amount expended by such
State for erroneous supplementary payments to aged, blind, or disabled
individuals whenever, and to the extent to which, the Secretary
through an audit by the Department of Health, Education, and Wel-
fare which has been reviewed and concurred in by the Inspector
General of such department determines that-

(1) such amount was paid by such StateP as a supplementary
payment during the calendar year 1974 pursuant to an agreement
between the State and the Secretary required by section 212 of the
Act entitled "An Act to extend the Renegotiation Act of 1951 for
one year, and for other purposes", approved July 9, 1973, or such
amount was paid by such State as an optional State supplementa-
tion, as defined in section 1616 of the Social Security Act, during
the calendar year 1974.

(2) the erroneous payments were the result of good faith reli-
ance by such State upon erroneous or incomplete information
supplied by the Department of Health, Education, and Welfare,
through the State data exchange, or good faith reliance upon
incorrect supplemental security income benefit payments made by
such department, and

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

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

0 4 0



APPENDIX A

AMENDING LEGISLATION

Laws enacted since the 92nd Congress which amend or directly affect
the Social Security Act or the other related Acts included in this docu-
ment are listed below. For a listing of prior laws amending the Social
Security Act see House Document 93-117, Compilation of th Social
Security Laws, p. 65-677.
Private Law

Private Law 93-107, approved December 31, 1974 (88 Stat. 2386).

Public Laws
Public Law 93-53, approved July 1, 1973, (87 Stat. 134).
Public Law 93-58, approved July 6, 1973 (87 Stat. 141).
Public Law 93-66, approved July 9,1973 (87 Stat. 152).
Public Law 93-69, approved July 10, 1973 (87 Stat. 1652).
Public Law 93-233, approved December 31, 1973 (87 Stat. 947).
Public Law 93-256, approved March 28, 1974 (88 Stat. 52).
Public Law 93-329, approved June 30, 1974 (88 Stat. 288).
Public Law 93-335, approved July 8, 1974 (88 Stat. 291).
Public Law 93-368, approved August 7, 1974 (88 Stat. 420).
Public Law 93-406, approved September 2,1974 (88 Stat. 829). The

Employee Retirement Income Security Act of 1974.
Public Law 93-445, passed over veto October 16, 1974 (88 Stat.

1305).
Pubic Law 93-480, approved October 26, 1974 (88 Stat. 1454).
Public Law 93-484, approved October 26, 1974 (88 Stat. 1459).
Public Law 93-490, approved October 26, 1974 (88 Stat. 1459).
Public Law 93-572, approved December 31, 1974 (88 Stat. 1869).

The Emergency Unemployment Compensation Act of 1974.
Public Law 93-618, approved January 3, 1975 (88 Stat. 1978). The

Trade Act of 1974.
Public Law 93-647, approved January 4, 1975 (88 Stat. 2337). The

Social Services Amendments of 1974.
Public Law 94-12, approved March 29, 1975 (89 Stat. 26). The

Tax Reduction Act of 1975.
Public Law 94-44, approved June 28, 1975 (89 Sta. -235).
Public Law 94-45, approved June 30, 1975 (89 Stat. 236). The

Emergency Compensation and Special Unemployment Assistance Ex-
tension Act of 1975.

Public Law 94-4o, approved June 30, 1975 (89 Stat. 245).. Public Law 94-48, approved July 1, 1975 (89 Stat. 247).
Public Law 94-88, approved August 9, 1975 (89 Stat. 433).

PA)
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Public Law 94-92, approved August 9, 1975 (89 Stat. 461).
Public Law 94-93, approved August 9, 1975 (89 Stat. 466).
Public Law 94-120, approved October 21, 1975 (89 Stat. 609).
Public Law 94-164, approved December 23,1975 (89 Stat. 970).

The Revenue Adjustment Act of 1975.
Public Law 94-182, approved December 31, 1975 (89 Stat. 1051).
Public Law 94-114 (S. 1327), approved October 17, 1975 (89 Stat.

577).
Public Law 94-202, approved January 2, 1978 (89 Stat. 1135).
Public Law 94-273 (S. 2445), approved April 21, 1976 (90 Stat.

375). The Fiscal Year Adjustment Act.
Public Law 94-274 (S. 2444). approved April 21, 1978 (90 Sti

383). The Fiscal Year Transition Act.
Public Law 94-331 (H.R. 10051). approved June 30, 1976 (90 Stat

781).
Public Law 94-354 (H.R. 13069), approved July 12, 1976 (90 Stat

888).
Public Law 94-365 (H.R. 14484), approved July 14, 1976 (90 Stat-

990).
Public Law 94-368 (H.R. 13501), approved July 16, 1976 (90 Stat.

997).
Public Law 94-375 (S. 3295), approved August 3, 1976 (90 Stat.

1067). The Housing Authorization Act of 1976.
Public Law 94-379 (H.R. 14514), approved August 10, 1976 (90

Stat. 1111).
Public Law 94-401 (H.R. 12455), approved September 7, 1978 (90

Stat. 1215).
Public Law 94-437 (S. 522), approved September 30, 1976 (90 Stat.

1400). The Indian Health Care Improvement Act.
Public Law 94-455 (H.R. 10612), approved October 4, 1976 (90

Stat. 1520). The Tax Reform Act of 1976.
Public Law 94-460 (H.R. 9019), approved October 8,1976 (90 Stat.

1945). The Health Maintenance Organization Amendments of 1976.
Public Law 94-547 (H.R. 14041), approved October 18, 1976 (90

Stat. 2523).
Public Law 94-552 (H.R. 12961), approved October 18, 1976 (90

Stat. 2540).
Public Law 94-563 (H.R. 15571), approved October 19, 1978 (90

Stat. 2655).
Public Law 94-566 (H.R. 10210), approved October 20, 1976 (90

Stat. 2667). The Unemployment Compensation Amendments of 1976.
Public Law 94-569 (H.R. 7228), approved October 20, 1976 (90

Stat. 2699).
Public Law 94-585 (H.R. 13.500), approved October 21, 1976 (90

Stat. 2899).

i1
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Public Law 95-19 (H.R. 4800), approved April 12, 1977 (91 Stat.
39). The Emergency Unemployment Compensation Extension Act
of 1977.

Public Law 95-30 (H.R. 3477), approved May 23, 1977 (91 Stat.
126). The Tax Reduction and Simplification Act of 1977.

Public Law 95-59 (H.R. 1404), approved June 30, 1977 (91 Stat.
255).

Public Law 95-83 (H.R. 4975), approved August 1, 1977 (91 Stat.
383).

Public Law 95-113 (S. 275), approved September 29,1977 (91 Stat.
913). The Food and Agriculture Act of 1977.

Public Law 95-142 (H.R. 3), approved October 25, 1977 (91 Stat.
1175). The M•edicare-Mtdicaid Anti-Fraud and Abuse Amendments.

Public Law 95-171 (H.R. 3387), approved November 12, 1977 (91
Stat. 1353).

Public Law 95-210 (H.R. 8422), approved December 13, 1977 (91
Stat. 1485).

Public Law 95-216 (H.R. 9346), approved December 20, 1977 (91
Stat. 1509). The Social Security Amendments of 1977.

iii
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APPENDIX B

SOCIAL SECURITY TAXES
MAXIMUM AMOUNT OF ANNUAL EARNINGS SUBJECT TO SOCIAL

SECURITY TAX

Maximum
taxable
earningsYears

1937-50
1951-54
1955-58
1950-651966-67

1968-71
1972
1973--------
1974
1975
1976
1977
1978
19791980

1981 __-
1982 ___

3,600
4, 200
4,800
6,600
7,800
9,000

10,800
13, 200
14, 100
15, 300
16,500
17, 700
22.900
25,00W
29, 700

(1)
I Amount is adjusted automatically for increases in earnings level under section 230 of

the Social Security Act.

PAYROLL TAX RATES FOR EMPLOYERS AND EMPLOYEES (EACH)
[in percent)

Old-age and Subtotal,
aurvivors Disability cash Hospital

Yets insurance insurance benefits insurance Total

1937-49 -------------- 1.0 ----------- 1.0 ----------- 1.0
1950-53 -------------- 1.5 ----------- 1.5 1.5
1954-56 2.0---------- 2.00 2.0
1957-58 -------------- 2.0 0.25 2.25 12.25
1959 ----------------- 2.25 .25 2.5 ---------- 2. 5
1960-61-2.75 .25 3.0 &3 0
1962----------------2.875 .25 3 125 ---------- 3& 125
1963-65 -------------- 3 375 .25 3,625 3- 625
1966 ----------------- 3 5 .35 3 85 35 4. 2
1967 ---------------- 3.55 .35 3 9 .5 4. 4
1968 ----------------- 3 325 .475 3 8 .6 4.4
1969 ----------------- 3 725 .475 4.2 .6 4.8
1970 ---------------- 3 65 .55 4. 2 .6 4.8
1971-72 -------------- 4.05 .55 4.6 .6 5.2
1973-- - 4.3 .55 4.85 1.0 & 3
1974-77 -------------- 4.375 .575 4.95 .9 5.85
1978 ----------------- 4.275 .775 5. 05 1.00 & 05
1979-80 -------------- 4.330 .750 5. 08 1.05 6 13
1981 ----------------- 4. 525 .825 5. 35 1.30 6 65
1982-84 -------------- 4.575 .825 5. 40 1.30 & 70
1985.- 4.750 .950 5. 70 1.35 7.05
1986-89 -------------- 4. 750 .950 5. 70 L 45 7.15
1990-2010 ------------ 5.100 1.100 & 20 L 45 7.65
2011 and later --------- 5.100 L 100 6.20 L 45 7.65

(v)
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TAX RATES FOR SELF-EMPLOYED PERSONS

[an puromt

Oldfeg ad Subtotal
wrvivoa Disbility cash Hub pitd

Yema Inuam lnsuaneo benefits Inaurao Total

1951-53 ------------- 2. 25 225 ------------ 25
1954-56 ------------- 30 ------------ 0 &- 0
1957-&8. 3.0 & 375 3. 375 ---------- 3. 375
1959- -------------- 3.375 .375 3. 75 ----------- &75
1960-61-4.125 .375 4.5 ---------- 4. 5

1962 ---------------- 4.325 .375 4.7 ------------ 4.7
1963-65 ------------- 5. 025 .375 & 4 & 4
1966- 5.275 .525 & 8 a 35 & 15
1967_ -& 375 .525 & 9 .5 & 4
1968- & 0875 .7125 & 8 .6 & 4

1969- ......- 5.5875 .7125 6.3 .6 6 9
1970- & 475 .825 6.3 .6 6.9
1971-72-_ 6.075 .825 6.9 .6 7.5
1973- ------------- 6. 205 .795 7.0 1.0 8. 0
1974-77--. & ....... 6.185 .815 7.0 .9 7.9

1978_ -6.0100 1.0900 7.1 1.00 8. 1
1979-O---6.0100 1.0400 7.05 1.05 8. 1
1981-- 6.7625 1.2375 8. 00 1.30 9.3
1982-84--------.....6.8125 1.2375 8. 05 1.30 9.35
1985- -7. 1250 1.4250 8. 55 1.35 9.90

1986-89_-7.1250 1.4250 8. 55 1.45 10.00
1990-2010___________ 7.6500 1.6500 9.30 1.45 1. 75
2011 and later --------- 7. 6500 1. 6500 9. 30 1.45 10. 75



APPENDIX C
FEDERAL PERCENTAGE AND FEDERAL MEDICAL ASSISTANCE PERCENTAGE, EFFECTIVE JUL 1. 17--SEPT. 30. 377

(FISCAL YEARS 1975. 1976, 1377 AND TRANSITIONAL QUARTER JUL 1. 1376-SEPT. 30. 1376)

Federal m*ig percetalp

Stab

Stab 4meal
assistance

expendttues
(FederalPKCmt&P)

Alabama---- ---

Arkasas...
Calioni a ............Colorado .......Cowectc ------------

IDelawa e . ......
District Of Columba...
Fiorida ..... .........Georp L .......
G u a m ...... ........
"Kawai a ---- .........

ladi am------
Iow@ a.-------
Hans as--------. Kntucky-------

lM ai... .....

Minnesota.l

SUate medical
assistance

expeeditues
(Federal medical

passitanc)

65.00

K1005100

50.00
5&100
S&100
54.00

5&100
5&00

64.64
50.00
52.75
52.37

5&.04

K10065.00
65.00
56&00
50.00
5&00
5L.00

52.0565.00
54,42

73.79
5&.00
60.45
74.60
5&.00
54C69
5&.00
5&100
5&100
57.34
66.10
5&100
5&1006U.IS
5&100
57.47
57.13
54.02
7L.37,
7045"
60.74
5&100
51.62
5&.00

7100
60.66

Federal mifthlg pertM~

Stae medo a
Stall fmncud asstaace

assistance ezieditwes
apeiditwas (Fedwda medical

(Fedoral asistl
Stab Wce~ta) PerCe~ )

Montana .............
Nebraska ............
Nevada ..............
New Hampshire ......
New Jew ey........
New Mexio ..........
New York ............
North Calina .......
North Dakota .........Oluo .............
Oklahoma ..........
POensylvania ........

PueRio R --o-.....
Rhode Island .........
South Caroli .......

Teas. ..........Utah......
ermoeL ..........

SVirpi lshlads.....
V~giaitO...........
Washingtoe......
West Virlma .........
Wisconms ............
Wyoming .........

5A75
5&100

5&,73
5&100
6&.00
5&100
64.23

50.51
6L 55
5L.54

65.00

65.00

6K.00
64.46
50.00
52.24
5&.00
6L.00
5& 92
50.00

6L 11
53,4
50.00
6. 5651,00
7L 84

s1n55.46

57.3n
55&11

57.00
7LSI
6L.K
60.66611.111

57.01
5L64
7. 16
58.445&.44

Suoc: 35 F.L 3 k020, Sep 13.1974.
(vii)



APPENDIX D
FEDERAL PERCENTAGE AND FEDERAL MEDICAL ASSISTANCE PERCENTAGE EFFECTIVE OCT. 1, IS77-SEPT. 30, 1979

(FISCAL YEARS 1978 AND 1979)

Federal matching percentap

State

state financial
Assistance

expenditures
(Federal

percatae)

Alabama ........
aska ..............

Arksas.........

Caidornia ..........
Colorado .............

Delawaeo ............
Ditr of Columbia...
Florida..............
Georgia ..............Guam............
Haurli............
Idaho ..............
11013-s-..............Indiana ...........
towa.............
Kant~sas...........
Keitucky ............
Lomsd .........Main.. ........

Masuscsett ........
Michian.........
kMsoa.......

State medical
assistance

( oexaditure
(Federal medical

assistance

65.00
50.00
5C146
65. 00
50.00
50.00
50.00
50.00
5&.00
51.72
6L.02
s0.00
50.00
50.53

50.00

6L.00
6K.00
65.00
50.00
5&.00
50.00
5&.29
65.00
51 29

72.5L50.00
60.81
5& 00
57.01

50.00
5& 00
5L 55

50.00
51500
50.00

51.96
5L.35
6f.71
70.45
60.74

51.62

55.26
71.00
60.66

Federal malthing percentage

State

Nebraska.......Nevot .............

New Hampshire ......
Now Jersey . ........
Now Mexico ..........
New York ............
Now Carola .......
North Dakoft .........Ohi o .........
Oklaho ma.......
Oregon.......
Pennsylvania .........
Puerto Row. -.........
Rhode Isla nd . ........
South Carolina .......
Sou lhk t .........
T 4nnesse ... .
Texas . ..... 0

Vermo ..... ------

Virgialslads..
Viriini a ...... .......Washangtoe......
West Viripars .........
Wiscos si n-.........Wyo ming.......

Source: 41 F.L 4480, Oct. 13. 197L

(viii)

Stat fnao cal
assistance

expenditures
(Federal

pewcntago)

State medic"
assstance

expettditvies
(Feodl aI medKca

assistance
weceptase)

61.11
53.4

62. 8550.00
71.54
50.00
67.115&. ?1
521455.4'
65.42
57.21
S55I11
50.00
57.00
71.93
63.8N

61L66

61 02
50.00
57.01
51.64
70.16
5153

53OU

5178

50.00
51 73
50.00
65.0050.00
64.23
50.00
50.51
61.5152.54
50.1350.00
52. 22
65.00

65.00
5&.29
65.00
64.46
50.00
52. 24
50.00
65.00
53.92
50.00



APPENDIX E-VARIABLE AMOUNTS APPLICABLE TO
SELECTED PROVISIONS

[Note: See Appendix B for Tax Rates and Bases]

1. Retirement test exempt amounts:

For person under age I For persons age .-721

Year Monthly amount Annual amount monthly amount Annual amount

1977----------- $250 $3,000 $250. 00 $3, 000
1978 270 3,240 333 33 4,000
1979 290 3,480 37& 00 4,500
1980• () () 416. 67 5, 000
1981 (2) (2) 458. 33 51500

1982_ - (2) (R 500.00 6,0001983 ...... (2)(5) (5) (2)

I ZecUve l9!M the at which the retirement teat coeaa to apply will be reduced from 72 to 70.

9 A mont is Inwed auttomacauly to reflect Increaes in average wags.

2. Increased benefit levels under automatic provisions:

Monthly amount of-

Supplemental a~daitySpecý bena•Wtg 2 ~ sp ncome 4
Percentag minimum

Yea increase Individual Couple factor I Individual Couple Ementlal
Person

1975----- & 0 $69.60 $104.40 $9.00 $157.70 $238.60 $7& 90
1976----- & 4 74.10 111.20 9.00 167.80 251.80 84.00
1977----- 5.9 78 50 117.80 9.00 177.80 266.70 89.00
1978 .... 6. 5 83 70 125. 60 '11.50 189.40 284.10 94. 80
1979 ----- (') (') (1) (5) (1) (5) (5)

' This percentage Is applied to increase social security benefits effective June of each year and msppie-
mental security lcinme beneits effective July of each year. (For persons becoming eligible for benefts after
1=78, tbea perceMtage are applied to increase the benefit determined by the ba formula for year amter
the year before there age ,2, die, or become diabled.)

I Un 1 2
* Under a. M15(a)(1)(C)Q)U).
a Under see. 111.
I Antomtcall) increased a Consumer Price Index ri&
Iflective Eor months after December 1973, automatically increased thereafter as Consumer Price In6

(ix)
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3. Formulas for determining benefit amounts under 1977 act:

For Determining Primary Insur-
ance Amount (PIA):

90 percent of Average Indexed
Monthly Earnings
(AIME) up to "A"; plus

32 percent of AIME above "A"
but not above "B"; plus

15 percent of AIME above "B."

For Determining Maximum Fam-
ily Benefit

150 percent of PIA up to "C";
plus

272 percent of PIA above "C"
but not above "i'D"; plus

134 percent of PIA above "D"
but not above "E"; plua

175 percent of PIA above "E."

Year of worker's lst eligibility or death A B C D z

1979---$180 $1,085 $230 $332 $4331980--------------(2) (2) (2) (2) (2)

I The year in which the insured individual first becomes eligible for an old-ag insurance benefit (generally
age 62), or lor a disability insurnce benefit, or tlt he did not become eligible for either) the year of is death
'Automatically increased as wage levels rise.

4. Quarter of coverage amount:

[NoTE: Prior to 1978, an individual generally gained one quarter
of coverage under social security for every calendar quarter in which
he earned $50 or more in covered wages.]

Annual earnings under social aeorty required Sa-
1 quarter of 2 quarters of 3 quarters of 4 quarter of

Yec Coverage Coverae Coverge coverage

1978 ------------------------- $250 $500 $750 $1,000

I Automatically increased ,wage levels rim.

5. Average annual wages for indexing purposes:
Year

1951__-
1952._-
1953
1954 ----------------
1955 ----------------

1956
1957----------------
1958_
1959
1960 ....

1961
1962._-
1963_ --
1964- --1965

Arage wage
$2, 769

2, 945
3, 089
3, 226
3, 350

3, 540
3, 747
3, 852
3, 980
4, 148

4, 283
4,461
4, 572
4, 712
4, 787

Yew
1966
1967._
1968 .........
1969-.
1970.
1971.
1972-
1973.1974.
1975__

19761977----------------
1978----------------

1979----------------1980 ............

NOT&-Amounts to be used for Indexing have not yet been promulgated. The amounts
shown In the .table.above were provided by the Social Security Administration to the 1978
Advisory Council and can be used as approximatIonUS

AwWae aeW.
$4, 997
5,311
5, 683
5, 977
6, 288

6, 670
7, 250
7, 580
8,031
8, 631

9, 226
9, 779
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6. Year of coverage amount:

[N=OT: For purposes of section 215(a) (1) (C) (i) (II), a "year of
coverage" for years prior to 1978 equals 25% of the maximum amount
of earnings subject to tax as shown in Appendix B.]

Year: Amowsu
1978- - - - -$49425
1979 ------------------------------------------------- )

InIrm auLOM&lCKlY U WIs Wes riaL





APPENDIX F-SECTION 215 UNDER FORMER LAW

Note: The 1977 Social Security Amendments greatly modified the
manner of computing social security benefits. In a number of cases,

however, the former law continue- to be applied. The basic bewflt corn.
putation section as previously in effect is repiinted in this appendix.

Computation of Primary Insurance Amount

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

be determined as follows:
(1) Subject to the conditions specified in subsections (b), ('),

and (d) of this section and except as provided in paragraphs (2)
and (3) of this subsection, such primary insurance amount shall
be whichever of the following amounts is the largest:

(A) the amount in column IV of the following table (or,
if larger, the amount in column IV of the latest table deemed
to be such table under subsection (i) (2) (D)) on the line on
which in column III of such table appears his average
monthly wage (as determined under subsection (b)) ;

(B) the amount in column IV of Such table on the line on
which in column II appears his primary insurance amount
(as determined under subsection (c)) ; or

(C) the amount in column IV of such table on the line on
which in column I appears his primary insurance benefit (as
determined under subsection (d)).

(2) In the case of an individual who was entitled to a disabil-
ity insurance benefit for the month before the month in which
he died, became entitled to old-age insurance benefits, or at-
tained age 65, such primary insurance amount shall be--

(A) the amount in column IV of such table which is equal
to the primary insurance amount upon which such disability
insurance benefit is based; except that if such individual was
entitled to a disability insurance benefit under section 223
for the month before the effective month of a new table
(whether enacted by another law or deemed to be such table
under subsection (i) (2) (D)) and in the following month
became entitled to an old-age insurance benefit, or he died in
such following month, then his primary insurance amount for
such following month shall be the amount in column IV of the

(xlii)
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new table on the line on which in column II of such table ap-
pears his primary insurance amount for the month before
the effective month of the table (as determined under subsec-
tion (c)) instead of the amount in column IV equal to the
primary insurance amount on which his disability insurance
benefit is based. For purposes of this paragraph, the term
"primary insurance amount" with respect to any individual
means only a primary insurance amount determined under
paragraph (1) (and such individual's benefits shall be
deemed to be based upon the primary insurance amount as
so determined) ; or

(B) an amount equal to the primary insurance amount
upon which such disability insurance benefit is based if such
primary insurance amount was determined under paragraph
(3).

(3) Such primary insurance amount shall be an amount equal to
$9.00 multiplied by the individual's years of coverage in excess of
10 in any case in which such amount is higher than the individ-
ual's primary insurance amount as determined under paragraph
(1) or (2).

For purposes of paragraph (3), an individual's "years of coverage" is
the number (not exceeding 30) equal to the sum of (i) the number
(not exceeding 14 and disregarding any fraction) determined by di-
viding the total of the wages credited to him (including wages deemed
to be paid prior to 1951 to such individual under section 217, compen-
sation under the Railroad Retirement Act of 1937 prior to 1951 which
is creditable to such individual pursuant to this title, and wages
deemed to be paid prior to 1951 to such individual under section 231)
for years after 1936 and before 1951 by $900, plus (ii) the number
equal to the number of years after 1950 each of which is a computation
base year (within the meaning of subsection (b) (2) (C)) and in each
of which he is credited with wages (including wages deemed to be
paid to such individual under section 217, compensation under the
Railroad Retirement Act of 1937 which is creditable to such individual
pursuant to this title, and wages deemed to be paid prior to 1951 to
such individual under section 229) and self-employment income of
not less than 25 percent of the maximum amount which, pursuant to
subsection (e), may be counted for such year.
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TALE FCR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING

JUNE 1978

II III IV V

(Primary insur-
ance amount (Primary ("Ma "m

(Primary insurance benet elective for insWance family
undr 1939 Act, a modified) June 1977) (Avag monthly wags) a11nat04 benefits)

And the max-
mum amount

d benefta
payable (asIf as individual's pnmary in. provided in

surance tenefit (as celer- Cr his priery Cr his average mocathly wae (as The amount sac. 03(X?)
mined under sultsc. (d)) inamrarnce deltemined unter sutm. (b)) roteired to in on the basisis-- amcunt (as is-- the precadinu of his wages

determined paragraphs o and sai.
But not more under subsac But not more this subsectbon employment

At leads- than-- (c)) is-- At last-- than- sha be- income sa be-

$16.21
16. 85
17.61
1& 41
19.25
20.01
20.65
21. 29
21. 8
22.29
22.69
23.09
23.45
23.77
24.21
24.61
25.01
25.49
25.93
26.41
26.95
27.47
28.01
28.69
29.26
29.69
30.37
30. 93
31.37
32.01
32.61
33.21
33.89
34.51
35.01
35.8!
36.41
37.09
37.61
3L.21
39.13
39.69
40.34
4L 13
41.77
42.45
43.21
43.77
44.45
44.3

$16.20
16.84
17.60
I1840
19.24
20.00
20.64
21.28
21.88
22.28
22.64
23.00
23. 44
23.76
24.20
24.60
25.00
25.482S. 9?25.9?
2L.40
26.94
27.46
2L 00
28.68
21.25
29.6830.36
30.92
31.3632.80
32.60
33.20
33.88
34.50
35.00
35.80
36.40
37.00
37.60
3820

39.68
40.33
41.12
41 76
42.44
43.20
43.76
44.44
44.80
45.60

$114.30
116. 10
118.80
121.00
123. 00
125.80
12L 10
130.10
132.70
135.00
137.20
139.40
142.00
144.30
147.10
149.2.0
151.70
154.50
157.00
15".40
161.90
164.20
166.70
160.30
171.80
174.10
176.50
179.10
181.70
183.90
186.50
189.00
191.40
194.00
19. 30
198.90
201.30
203.90
20, 40
20L880
211.50
214. 00
216. 80
21l 70
221.20
223.90
226.35
229.10
231.20
233.50
23. 40
238.70
240. 80
243.70
246.10
24. 71
25L.00
253.50
256.32
258.39
261.10
263.50
M.IU

$77
79
81
82
84
86
a90

91
93
95
97

100
102
103
105
107
100
110
114
119
123
128
133
137
142
147
151
156
161
165
170
175
179
184

194
193
203
208
212
217
222
226
231
23S
240
245
250
254
250
264
261273
273
287

296
35'
30

$76
78
80
81
83
85
8789

92
94
96
97
99

101
102
104
106
107
109
113
118
122
127
132
136
141
146
150
155
160
164
169
174
178
183
i1
193
197
2G2
207
211
216
221
225
239
235
235
244
249253

263
267
277

281
256
291
295
300305
380

$121.80
123.70
126.60
128.90
131.20
134.00
136.50
138.60
141.40
143. 80
146.20
148.50
151.30
153.70
156.70
158.90
161.60
164.60
167.30
169.80
171.50
174.96
177.60
180.40
18,l.0
185.50
186.00
190.80
193.60
195.90
196.70
201.30
203.90
206.70
209.10
211.90
214.40
217.20
219.90
222.40
225.30
228.00
230.10
233.00
235.60
238.50
341.10
244.0o
246.30
24L 70
25L 80
254.30
256.50
25&.64
262.10
264.3S
267.40
270.0
272.39
2'. 10
278.10
28O.7628L. I

$12. 70
18n.60
139.90

196.80
201.00
204.80
207.30
212.10
21. 70
219.30
222.80
227.00
230.60
235.10
238.50
242.40
246.90
251.00
254.80
258. X,
262.40
266.50
270.60
274.60
27L 30
282. 10
289.20
290.40
29393
291. 19
302.00
305. 9
310.10
313.70
31L 00
32L 70
32. 0a
329.90
333.60
338.L0
342.01
345.20
349.59
353.0
357.80
361.7631 10
37. 10
37L.80354.30

400.00406.00

413.70
421. 2
427.23
434.1
442.80
44.93
496.10
483.so
480.80

21-146 0 - 78 - 41
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNIIP
JUNE 1974--Contued

1 1I III IV V

(Prmary insw-
ance mont (Primary (Maximum

(Pfimay insurance beneM eihctive for insurance family
eder I= Act, as moded J.. 1977) (Aveag mmnthy wage) amount) boeaes)

And the maz
mum Amou

d beom
payable (

I an individual's primary in- provide
smace bewet (as deter. Or his primary Or his aveage monthly wage (as The amount w-.. 2O3(a
mined Vader subee. (d)) insurance detmind under subset. (b)) refwred to in on the bas
as- amount (as Ws- the preceding of his wa

determine paralraphs of and so
But od moe ndeor subLc. But n mWe this subsecion mploymei

At Weld- thad - ()) as- At lest-- tha- s b- income *a be-

268. 50
270.70
273.20
275.80
27L 10
2t1.00
283.00
2W5.46
288. 30
290. 50
293.30
295.60
297.90
300.40
303.10
30L5 70
307.90
310.30
313.00
315. 40
318.20
32&.0
322.50
324.80
327.40
329.60
331.40
334.40
33L.50
33L.70
341.30
343.50

345.30
347.90
35&.70
352.40
354.90
357.40
35&.70
361.90
364.50
366.40
3U.80
371. 10
373.70
375. o
371.10
3W0.30
38L.0
38. 10
337.60
31.90
35 1S
393.90
396 10
39. 21
400.40
4A2.30
4O4.0
406.20
4O.4a
41. 20
412..0
414.60

310
315
320
324
329
334
338
343
348
352
357
362
366
371
376
330
315
390
394
39,
404
408
413
411
422
427
432
437
441
446
451
455
460
465
469
474
479
483
488
493
497
5W2
507
511
516
521
525
5A0
535
53n
544
5s
554
557
561
5%4
563
571
575
578
5$2
5s
5s0
502

314
319
323
328
333
337
342
347
351
3,5
361
355
37,
375
379
314
389
393
399
403
407
412
417
421
426
431
436
440445
45.
454
45.
464
468
473
478
432
487
492
496
501
506
510515
523
524
529
534
&3V
543
548
553
5W
560
563
567
570
574
577
Su8
584
5811
"5I
505

286.00
28. 30
291.00
293.80
296.20
299.30
301.40
3K 20
307.10
309.40
312. 40
314.90
317.30
320.20
322.90
325.60
323 00
330.50
331.40
336.00
338.90
341.10
343.50
34.00
34L.70
351. 10
353.20
356.20
350.40
360.80
363.50
365.90
368.30
370.60
373.50
375.60
371.00
330.70
383. 10
385. 50
388.20
390.50
392.90
395. X
398.00
4K0.30
4M8.70
405.40
407.70
410. 20
412.30
415. 30
417.40
419.40
421.90
424. 10
426.50
428.50
430. 70
432. 7
435.00
436s90
43L.50
441.60

477.
485.
491.
498.
5OL"
512.
519.,
527..
533.s4L'
548.
554..
562..
57G. :
mi.i5833.,
591.:
597.
60L,
611."GIL'

426.
633.
631L..
647.
65L.
662.
66L.'

673.

683.-63.
633.637.
600."
694.597. ,
70L
705.
708.
712.
715.
719.
72.
726.721 r
7331.
;37.
740.
744.
747.
751.
753.
756.
75&.
762.?
764.
767.-

772.
775.
778.
738.
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMILY BENEFITS BEGINNING
JUNE 197--Cotwued

II III V V

(Pnmary ssuw-
&mr amowu (Primary (MAzmuu(Prim ary in uram a , b eneM eectve for ,hl .ace t a'

Wade 1939 Act. as moda" ed) Jume 1977) (Avrage monoty wage) mount)

And the maxi-
mum amoun

of bonfMspayable (as
Ift an ldividual's primary is- provided is

suance bmeM (as deter- Or his primry Or his average monthly wage (as The aamOut sec. 20.0(a))mined und" subsec. (d)) insrance determmed wader subset. (b)) rgelerd to in on the basisis- amount (as is-- the plcedlng of his Wage
detoeminad pararaphs of andelf-But not more under suabse. But not mors this substi empoymenAt asot- thoa- (c)) is-- At least- #"a.- shal be- income shall be-

416 70
4CL70
420. 70
422.80
424.90
426.90
428.90
431.00
433.00
435.10
437. 10
439.20
"441.40
443.20
445.40
"447. 40
448.60
"449.09
451.50
453.10
454.80
456.40
458.00
459.80
461.20
462.80
464.50
466.10
467.70
469.40
471.00
472.60
474. 20
475.90
477.40
478.90
40. 40
481.80
483.20
484.50
485.80
487.20
48L160
489.80
491. 10
492.50
494.00
495. 30
4w170
49. 00
49&-40
5K. 70
5a2.00
503.30
504.70
50. 00
507.50
506.so
510. 20
511.50
512.0a
514.10
515.50
51S. s

596
599
603
606
610
613
617
621
624
628
631
535
633
642
645
649
653
657
661
666
671
676
681
686
691
696
701
706
711
716
721
726
731
736
741
746
751
756
761
766
771
776
781
786
791
796
801806
811
816
821
826
831L36
841646
851
856
861
986
871
876
886006

59%
602
605
600
612
616
620
623
627
630
634
637
641
644
648
652
656
660
665
670
675
68o
685
690
695
700
705
710
715
720
725
730
735
740
745
750
755
760
765
770
775
780
785
790
795
Sao5
W05
810
815
820
825
830
835640
845s5o
855
900
905
870
875

8as
W

885too

443.0o
446.00
44t110
450.30
452. 60
454. 70
456.80
459.10
461.20
463.40
465.60
467.80
470.10
472.10
474.40
476.50
477.80
478.20
480.90
4P 60
41, 40
4c,. 10
487.80
43&70
491.20
492. 90
494.70
496.40
49L.20
5KO00.
501.70
503.40
505. 10
50&.90
501.50
510.10
511.70
513.20
514.70
516.00
517.40
518. 90
520.40
521.70
523.10
524.60
52K 20
527.50
529 00
53040
53L90
533.30
534.70
Sm.10
537.60
53x.90
540.50
54L 90
543.40
544.80
546.30
547.60
541 10
550.40

785 60
7K0 90
791. 10
794.00
796.50
799.50
802.60
804.90
807.90
810. 70
814.70
81. 50
822.40
826.10
83m. 10
83M.70
83. 10
88. 40
641.50
844.50
847.40
80. 50
85. 50
856.40
859.60
862.60
905.60
98. 60
871.50
874.60
877.50
S0. 70
883.80
86, 70

889.90
"89. 70
895. 40
897.80
900.40903.00
905.40
907.90
910.40
91. 90
915.40
918. 00
920.50
923.00
925.60
928.00
930.60
933.10
935. 70
93L. 10
940.900

948. i1
950.70
953.20

900.9I
903.20
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TABLE FOR DETERINING PalMA.Y INSIJ14q0,E A17J1T AND MAXIMUJM FAMILY BENEFITS BEGINNING
JUNE 1978-C•atinved

II III IV V

(Primaey iaw-
"mU asmoea (Mome (Mamum

(Pnmery iusurancs bawfis elacbvs for ilueraea teanw
Under 19M Act, as modis) Jon 1977) (Avepag mu'Iy was) amnw besete)

And Uw maxi-urnemeumd
dbeseft

N1w iudivided's primary i$- Prevod a
mosmac besas (a deter- Or his pnmary Or his amer mtdy wags (as The amooed W 203(a))
mind undie ubsm. (d)) imnurancs distrsim Un•ri sobm. (b)) referred teIn i em so beasmi&,- m•a (a is-- ow procedi Of MeJ Wil

_dem- _d .wrero ajs and agm

Atam-e Unde- subs)) Sad Atore this subsection a
At Wleld Dim- (c)) Is- At Isest- ame- Shall be.- iucsýs mal h-

518.20
519.60
521.00
523.70

526.0
52.0.0
560.40
S31.70W1. of
534.50

537. 30
538.40
539.80
541.20
542.60
543.80
545.20
546.60
547.80
545.90
550.20
551.50
552. 60
553.80
555.10
55M.20
557.50
558. o
559.80
561.10
562.40
563.60
564.80
566.00
567.30
56L.40
569.70
571.00
572. 00
573.03
574.60
575.70
577.00
575.20
579.40
5S0.60
581.90
583. 10
584.20
585.50
586. 70
587.90
519.20
590.30
591.40
592.60
593.70
594.80
595.0o
597.10

"Il
901
906
911
916
921
926
931936
941946
951
956301

971
916
981
986991
996

1,001
1,006
1.011
1, 016
1,021
1,0261,031
1,036
1,041
1,046
1,0511,056
1,061
1,066
1,071
1,076I, 811,06
I, G91
1,091

1,101
1,106
L III
1, 116
1,121
1,126
L1131

L 141
1,146
1, 151
1,156
1. 161
1,166
L 171
L 176
, 181

1,186
1, 191
L 196
1 201
1,206

3,5
90o
"SOS
9109215

921
93o
935
940
941
I55960955
700965

97.
975
980
"95
990

1,905

1,0101,0o15
1,020
1,025
1,30
1, 035
1,040
1,0451,010
1,055
1,060
1,065

1,0751,080
1,061
1,090
1,095
1,100I, 1G5
1, n!o
1,115
L,1201,125
1,130L1,1
1,135
1, 140
1, 145
I, 150
1, 155
1,160
1,165
1, 170
1,175
1,180
1,185
1,190
1,195
1,200
1.205
1,210

551.90553.40
554.60
556.60
557.30
559.6)0
568.60
561.60
563.40

567.70
569.30
570.308
572.6 0
573.40
574.960576. 40
577.90
579. 2050. 70
582.20583.50
584.60
586.00587.40
585.60589.90
591.20
592.40
593.680
595.20596.20
597.60
599.00
600. 60
601.60602. 3
604.20
605.40606.80
60.20
609.20
615.60
612. 00
613.20
614.60
615.80
617.10
615.40
619.80
621.10622.20
623.60
624.60
6•3.20
627.50
625.70
629.60
631.20
63.630627. 50

64. 70
631.00

96L.00
308.30
975L 0
973. 50
975.00
97. 30
"961. 00
983.40
965.60
918.50
"991.00
99L If996. 16

1,001.00
1,003.60
1,006.20
1,005. 56
1,011.10
1,013.60
1,016.20
1,018.60
1, 020.7
1,023.20
1,025.30
,027.30

1,029.60
1,032.20
1,034.50
1,036.70
1,039.10
1,041.30
1,043. 40
1,045.90
1,045.00
1,05L.54
1,052.601,054.80
1,057.10
, 05. 40

1,064. 70
1,064.00
1,066.10
1,068.50
1,070.70
1,073. 10
1,075.30
1,077.60
1,079.701,062.20
1,084.40
1,086.70
1,0Ig80
1,091.10
1,093.40
1,095.80
1, 096. 00
1,100.20
1,102.20
1,104.30
1,106.50
1, 105.60
1,110.60
1,112.90
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TABLE FOR DETERMINING PRIMARY INSURANCE AMOUNT AND MAXIMUM FAMLY BENEFITS BEGINNING
JUNE 1i7T-.Cotinmed

II III IV V

(Primary inrw-
aii amount (Primary (Mllwnl
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Average Monthly Wage

(b) (1) For the purposes of column III of the table appearing in
subsection (a) of this section, an individual's "average monthly wage"
shall be the quotient obtained by dividing-

(A) the total of his wages paid in and self-employment income
credited to his "benefit computation years" (deterr, -,ed under
paragraph (2)), by

(B) the number of months in such years.
(2) (A) The number of an individual's "benefit computation years"

shall be equal to the number of elapsed years (determined under para-
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graph (3) of this subsection), reduced by five, except that the number
of an individual's benefit computation years shall in no case be leso
than two.

(B) An individual's "benefit computation years" shall be those com-
putation base years, equal in number to the number determined under
subparagraph (A), for which the total of his wages and self-employ-
ment income is the largest.

(C) For purposes of subparagraph (B), "computation base years"
include only calendar years in the period after 1950 and prior to the
earlier of the following years-

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

(ii) the year succeeding the year in w'aich he died.
Any calendar year all of which is included in a period of disability
shall not be included as a computation base year.

(3) For purposes of paragraph (2), the number of an individual's
elapsed years is the number of calendar years after 1950 (or, if later,
the year in which he attained age 21) and before the year in which
he died, or if it occurred earlier but after 1960, the year in which he
attached age 62.1 For purposes of the preceding sentence, any cal-
endar year any part of which was included in a period of disability
shall nct be included in such number of calendar years.

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

(A) who becomes entitled to benefits under section 202(a) or
section 223 in or after the month in which a new table that appears
in (or is deemed by subsection (i) (2) (D) to appear in) subsec-
tion (a) becomes effective; or

(B) who dies in or after the month in which such table be-
comes effective without being entitled tc benefits under section
202 (a) or section 223; or

(C) whose primary insurance amount is required to be recom-
puted under subsection (f) (2).

(5) [Repealed.]

Primay Inurance Amount Under Prior Provisions

(c) (1) For the purpose of column II of the latest table that appears
in (or is deemed to appear in) subsection (a) of this section, an in-

'P.L. 92-603. ecttlon 104 (b), deleted "before-
(A) in the care of a woman, the year in which she died or, if it occurred earlier

but after 1960, the year in which she attained age 62.
(B) In the cape of a man who has died. the year in which he died or. if it occurred

earlier but nfter 1960. the year in which he attained age 65. or
(C6 in the cape of a man who has not died, the year occurring after 1960 in which

he attatned (nr wnnld attain) Age 65.
For" and inserted "before the year in which he died, or It It occurred earUer but after
1960. the vear In which he attained are 62. For".

IWe footnote to see. 214(a) (1) for effective date.
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dividual's primary insurance amount shall be computed on the basis
* of the law in effect prior to the month in which the latest such table

became effective.
(2) The provisions of this subsection shall be applicable only in the

casn of an individual who became entitled to benefits under section
202(a) or section 223, or who died, before such effective month.

Primary Insurance Beneft Under IM Act '
(d) (1). For purposes of column I of the table appearing in subsec-

tion (a) of this section, an individual's primary insurance benefit shall
be computed as follows:

(A) The individual's average monthly wage shall be determined
as provided in subsection (b) (but without regard to paragraph
(4) thereof) of this section, except that for purposes of paragraph
(2) (C) and (3) of such subsection, 1936 shall be used instead of
1950.

(B) For purposes of subpararaphs (B) and (C) of subsection
(b) (2), an individual whose total wages prior to 1951 (as defined
in subparagraph (C) of this subsection)-

(i) do not exceed $27,000 shall be deemed to have been paid
such wages in equal parts in nine calendar years after 1936
and prior to 1951;

(ii) exceed $27,000 and are less than $42,000 shall be deemed
to have been paid (I) $3,000 in each of such number of calen-
dar years after 1936 and prior to 1951 as is equal to the integer
derived by dividing such total wages by $3,000, and (II) the
excess of such total wages over the product of $3,000 times
such integer, in an additional calendar year in such period; or

(iii) are at least $42,000 shall be deemed to have been paid
$3,000 in each of the fourteen calendar years after 1936 and
prior to 1951.

(C) For the purposes of subparagraph (B), "total wages prior
to 1951" with respect to an individual means the sum of (i) re-
muneration credited to such individual prior to 1951 on the records
of the Secretary, (ii) wages deemed paid prior to 1951 to such
individual under section 217, (iii) compensation under the Rail-
road Retirement Act of 1937 prior to 1951 creditable to him pur-
suant to this title, and (iv) wages deemed paid prior to 1951 to
such individual under section 231.

(D) The individual's primary insurance benefits shall be 45.6
per centum of the first $50 of his average monthly wage as com-

Subsection (d). as it appears here. to applicable only to individuals who become ellgiblo
for old-age or disabilty insurance benefits or die prior to 1978. Otherwise, the provisionsSof subsection (d) as It appears on pages 131-133 apply.
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puted under this subsection, plus 11.4 per centum of the next $200
of such average monthly wage.

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

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

(B) except as provided in paragraph (3), who attained age
22 after 1950 and with respect to whom less than six of the quar-
ters elapsing after 1950 are quarters of coverage, or who jLttained
such age before 1951; and

(C) (i) who becomes entitled to benefits under section 202(a)
or 223 after the date of the enactment of the Social Security
Amendments of 1967, or

(ii) who dies after such date without being entitled to benefits
under section 202 (a) or 223, or

(iii) whose primary insurance amount is required to be recom-
puted under section 215(f) (2) or (6), or section 231.

(3) The provisions of this subsection as in effect prior to the enact-
ment of the Social Security Amendments of 1967 shall be applicable
in the case of an individual-

(A) who attained age 21 after 1936 and prior to 1951, or
(B) who had a period of disability which began prior to 1951,

but only if the primary insurance amount resulting therefrom is
higher than the primary insurance amount resulting from the ap-
plication of this section (as amended by the Social Security
Amendments of 1967) and section 220.

Certain Wages and Self-Employment Income Not To Be Counted

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

shall not be counted the excess over $3,600 in the case of any
calendar year after 1950 and before 1955, the excess over $4,0
in the case of any calendar year after 1954 and before 1959, the
excess over $4,800 in the case of any calendar year after 1958
and before 1966, the excess over $6,600 in the case of any calendar
year after 1965 and before 1968, the excess over $7,800 in the case
of any calendar year after 1967 and before 1972, the excess over
$9,000 in the case of any calendar year after 1971 and before 1973,
the excess over $10,800 in the case of any calendar year after 1972
and before 1974, the excess over $13,200 in the case of any calendar
year after 1973 and before 1975, and the excess over an amount
equal to the contribution and benefit base (as determined under
section 230)1 in the case of any calendar year after 1974 with re,

1 Bee Appendix A. 0
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spect to which such contribution and benefit base is effective of
* (A) the wages paid to him in such year, plus (B) the self-employ-

ment income credited to such year (as determined under section
212) ; and I"Ov

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

Recomputatioa of Bene~fits

(f) (1) After an individual's primary insurance amount has been
determined under this section, there shall be no recomputation of such
individual's primary insurance amount except as provided in this sub-
section or, in the case of a World War II veteran who died prior to
July 27,1954, as provided in section 217 (b).

(2) If an individual has wages or self-employment income for a year
after 1965 for any part of which he is entitled to old-age insurance
benefits, the Secretary shall, at such time or times and within such
period as he may by regulations prescribe, recompute such individual's
primary insurance amount with respect to each such year. Such recomi-
putation shall be made as provided in subsections (a) (1) (A) and
(C) and (a) (3) as though the year with respect to which such re-
computation is made is the last year of the period specified in subsec-

* tion (b) (2) (C). A recomputation under this paragraph with respect
to any year shall be effective-

(A) in the case of an individual who did not die in such year,
for monthly benefits beginning with benefits for January af the
following year; or

(B) in the case of an individual who died in such year, for
monthly benefits beginning with benefits for the month in which
he died.

(3) In the case of any individual who became entitled to old-age
insurance benefits in 1952 or in a taxable year which began in 1952
(and without the application of section 20-2(j) (1)), or who died in
1952 or in a taxable year which began in 1952 but did not become
entitled to such benefits prior to 1952, and who had self-employment
income for a taxable year which ended within or with 1952 or which
began in 1952, then upon application filed by such individual after the
close of such taxable year and prior to January 1961 or (if he died
without filing such application and such death occurred prior to Janu-
ary 1961) by a person entitled to monthly benefits on the basis of such
individual's wages and self-employment income, the Secretary shall
iecompute such individual's primary insurance amount. Such recom-
putation shall be Made in the manner provided in the preceding sub-
sections of this section (other thani subsection (b) (4) (A)) for corn-
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putation of such amount, except that (A) the self-employment income
closing date shall be the day following the quarter with or within j
which such taxable year ended, and (B) the self-employment income
for any subsequent ablee year shall not be taken into account. Such
recomputation shall be effective (A) in the case of an application filed
by such individual, for and after the first month in which he became
entitled to old-age insurance benefits, and (B) in the case of an appli-
cation filed by any other person, for and after the month in which such
person who filed such application for recomputation became entitled
to such monthly benefits. No recomputation under this paragraph pur-
suant to an application filed after such individual's death shall affect
the amount of the lump-sum death payment under subsection (i) of
section 202, and no such recomputation shall render erroneous any
such payment certified by the Secretary nrior to the effective date of
the recomputation.

(4) Any recomputation under this subsection shall be effective only
if such recomputation results in a higher primary insurance amount.

(5) In the case of a man who became entitled to old-age insurance
benefits and died before the month in which he attained age 65, the
Secretary shall recompute his primary insurance amount as provided
in subsection (a) as though he became entitled to old-age insurance
benefits in the month in which he died; except that (i) his computa-
tion base years referred to in subsection (b) (2) shall include the year
in which he died, and (ii) his elapsed years referred to in subsection
(b) (3) snall not include the year in which he died or any year there-
after. Such recomputation of such primary insurance amount shall be
effective for and after the month in which he died.

(6) Upon the death after 1967 of an individual entitled to benefits
under section 202(a) or section 223, if any person is entitled to
monthly benefits or a lump-sum death payment, on the wag-es and self-
employment income of such individual, the Secretary shall recompute
the decedent's primary insurance amount, but only if the decedent
during his lifetime was paid compensation which was treated under
section 205(o) as remuneration for employment.

Rounding of Benefits
(g) The amount of any primary insurance amount and the amount

of any monthly benefit computed under section 202 or 223 which (after
reduction under section 2.03 (a) and deductions under section 203(b))
is not a multiple of $0.10 shall be raised to the next higher multiple
of $0.10.

Remuneration of Certain Public Health Service Officers'

(h) (1) Notwithstanding the provisions of subchapter III of chap-
ter 83 of title 5, United States Code, remuneration paid for services to
which the provisions of section 210(1) (1) of this Act are applicable

I Subsection title is not Included in the statute.
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and which is performed by an individual as a commissioned officer of
* the Reserve Corps of the Public Health Serviee prior to July 1, 1960,

shall not be included in computing entitlement to or the amount of any
monthly benefit under this title, on the basis of his wages and self-
employment income, for any month after June 1960 and prior to the
first month with respect to which the Civil Service Commission certi-
fies to the Secretary that, by reason of a waiver filed as provided in
paragraph (2), no further annuity will be paid to him, his wife, and
his children, or, if he has died, to his widow and children, under sub-
chapter III of chapter 83 of title 5, United States Code, on the basis
of such service.

(2) In the case of a monthly benefit for a month prior to that in
which the individual, on whose wages and self-employment income
such benefit is based, dies, the waiver must be filed by such individual;
and such waiver shall be irrevocable and shall constitute a waiver on
behalf of himself, his wife, and his children. If such individual did not
file such a waiver before he died, then in the case of a benefit for the
month in which he died or any month thereafter, such waiver must be
filed by his widow, if sny, and by or on behalf of all his children, if
any; and such waivers shall be irrevocable. Such a waiver by a child
shall be filed by his legal guardian or guardians, or, in the absence
thereof, by the person (or persons) who has the child in his care.

Cost-of-Living Increases in Benefits

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

ending on March 31 in each year after 1974, or (ii) any other cal-
endar quarter in which occurs the effective month of a general
benefit increase under this title;

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

(C) the Consumer Price Index for a base quarter, a cost-of-
living computation quarter, or any other calendar quarter shall
be the arithmetical mean of such index for the 3 months in such
quarter.
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(2) (A) (i) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B)) whether the base
quarter (as defined in paragraph (1) (A) (i)) in such year is a cost-of-
living computation quarter.

(ii) If the Secretary determines that the base quarter in any year
is a cost-of-living computation quarter, he shall, effective with the
month of June of such year as provided in subparagraph (B), increase
the benefit amount of each individual who for such month is entitled
to benefits under section 227 or 228, and the primary insurance amount
of each other individual under this title (but not including a primary
insurance amount determined under subsection (a) (3) of this section),
by an amount derived by multiplying each such amount (including
each such individual's primary insurance amount or benefit amount
under section 227 or 228 as previously increased under this subpara-
graph) by the same percentage (rounded to the nearest one-tenth of 1
percent) as the percentage by which the Consumer Price Index for
such cost-of-living computation quarter exceeds such index for the
most recent prior calendar quarter which was a base quarter under
paragraph (1) (A) (ii) or, if later, the most recent cost-of-living com-
putation quarter under paragraph (1) (B). Any such increased amount
which is not a multiple of $0.10 shall be increased to the next higher
multiple of $0.10.

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

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

(ii) Whenever the Secretary determines that a base quarter in a
calendar year is also a cost-of-living computation quarter, he shall
notify the House Committee on Ways and Means and the Senate Com-
mittee on Finance of such determination within 30 days after the close
of such quarter, indicating the amount of the benefit increase to be pro-
vided, his estimate of the extent to which the cost of such increase
would be met by an increase in the contribution and benefit base under
section 230 and the estimated amount of the increase in such base, the
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actuarial estimates of the effect of :!ueh increase, and the actuarial as-
sumptions and methodology used in preparing such estimates.

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

(i) The headings of the table shall be the same as the headings
in the table immediately prior to its revision, except that the
l)arenthetical phrase at the beginning of column II shall reflect
the year in which the primary insurance amounts set forth in
column IV of the table immediately prior to its revision were
effective.

(ii) The amounts on each line of column I and column III,
except as otherwise provided by clause (v) of this subparagraph,
shall be the same as the amounts appearing in each such column
in the table immediately prior to its revision.

(iii) The amount on each line of column II shall be changed
to the amount shown on the corresponding line of column IV
of the table immediately prior to its revision.

(iv) The amounts on each line of column IV and column V
shall be increased from the amounts shown in the table immedi-
ately prior to its revision by increasing each such amount by the
percentage specified in subparagraph (A) (ii) of this paragraph.
The amount on each line of colunm V shall be increased, if neces-
sary, so that such amount is at least equal to one and one-half
times the amount shown on the corresponding line in column IV.
Any such increased amount which is not a multiple of $0.10 shall
be increased to the next higher mutiple of $0.10.

(v) If the contribution and benefit base (determined under
section 230) for the calendar year in which the table of benefits is
revised is lower than such base for the following calendar year,
columns III, IV. and V of such table shall be extended. The
amounts on each additional line of column III shall be the amounts
on the preceding line increased by $5 until in the last such line of
column III the second figure is equal to, or exceeds by less than $5,

k one-twelfth of the new contribution and benefit base for the calen-
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dar year following the calendar year in which such table of bene-
fits is revised. The amount on each additional line of column IV
shall be the amount on the preceding line increased by $1.00, until
the amount on the last line of such column is equal to the last line
of such column as determined under clause (iv) plus 20 percent of
the excess of the second figure in the last line of column III as ex-
tended under the preceding sentence over such second figure for
the calendar year in waich the table of benefits P- revised. The
amount in each additional line of column V shall be equal to 1.75
times the amount on the same line of column IV. Any such in-
creased amount which is not a multiple of $0.10 shall be increased
to the next higher multiple of $0.10.1

(3) As used in this subsection, the term "general benefit increase
under this title" means an increase (other than an increase under this
subsection) in all primary insurance amounts on which monthly insur-
ance benefits under this title are based.

'Clause (MI was amended by ase. 1030d) ot P.L 5-21.
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