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No. 95-572

SOCIAL'SECURITY AMENDMENTS OF 1977

Novmmum 1 (legislative day, Ocrom 29), 1977.-Ordered to be printed

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

REPORT
together with
MINORITY AND ADDITIONAL VIEWS
[To accompany H.R. 5822]
The Committee on Finance, to which was referred the bill (H.R.
5322) to provide duty-free treatment for istle, having considered the
same, reports favorably thereon with an amendment and an amendment to the title and recommends that the bill as amended do pass.
I. SUMMARY
The biU (H-R. 5822), as amended by the committee, would restore
the social security programs of old-,
survivors, and disability insurance to financial soundness in both the short range and the long
range, would increase the amount of earnings an individual can have
without any reduction in social security benefits, and would make
other modifications in the social security program as described below.

Socia aeOurity yerwaowiig
The committee bill includes several provisions designed to improve
the financial status of the social security cash-benefits trust funds
which, under present law, face serious deficit situations both over the
long run and in the next several years. In combination, the financing
provisions in the committee bill will result in a cash-benefits program
which by 1990 will build up the trust fund balances to an acceptable level of 50 percent of I year's outgo. Over the traditional
long-range actuarial valuation period of 75 years, the program has a
favorable actuarial balance of +0.06 percent of taxable payroll
wonder the committee amendments.
(1)

part&of
"sti
Revvoed benett formula fr whw refirmeee-A sub
the long-range social security deficit under present law results from
unintended effects of the auomc Costrof-living reas mechanisms
adopted in 1972. The committee bill makes the existing lw cost-ofliving increase provisions apply only to individuals who are already
on the benefit rolls at the time each increase occurs A new automatic
adjustment mechanism will apply to the benefit formula for new retirees. This new formula will avoid the overindexing which was characteristic of the present-law formula. Under the new formula, persons
retiring in the future will have their benefits determined on the basis
of their previous wages after those wages have been adjusted to reflect
changes in wage levels occurring after the wages were earned. This
approach is generally referred to as wage indexing. The formula

adopted is designed to maintain benefitalevel as. a percent of pre-

retirement earnings at approximately the same ratio as applied in the
case of persons who retired in 1976.

IAcaoe in amount of ahing

subject to employer ta.-Under

existing law, the employer share of the social security payroll tax is

collected on the first $16,500 earned by each employee. This amount

increases automatically in future years as wages re and is expected
to increase to $17,700 in 1978. The committee bill would raise the
base for employer taxes to $50,000 starting in 1979. The base will remain at $50,000 through 1984 and then increase to $75,000 in 1985.
This amount would not be increased after 1979. as under nresent law,
to reflect yearly increases in average wage levels. Instead, it will remain at. $75,000 until early in the next century. Shortly after the turn
of the century, the amount of annual earnings subject to the employee
tax will have increased to $75,000 under the automatic increase provisions of present law. At that time, the employee and employer bases
will again be equal. Thereafter, both bases will rise together as under
present law when wage levels in the economy rise.
Increasing the amount of wages subject to social security taxes
would also result in a similar increase under the railroad retirement
program. Because railroad employers pay an additional tax of 9.5
percent which goes to support the part of the railroad retirement program that is essentially a staff retirement program, the committee bill
provides that the 9.5-pereent tax will continue to be paid on the same
amount of earnings that would be taxed under present law while the
increased employer tax base would apply only to that part of the employer tax rate which is equivalent to the social security tax rate.

lncreate in amount of earlnin-

to

(or oal-em--ubj

ployed) tax.--In addition to increasing the amount of wages subject
to the employer tax, the committee bill would increase the amount of
annual earnings subject to the employee or self-employment tax. Under
the provision, there will be four $600 increases over present-law levels
in 1979, 1981, 1983, and 1985. As under existing law, the tax base for
employees and self-employed persons will also be automatically increased as wage levels rise. Tle table below shows the projected tax
bases under thi amendment.

3
AMOUNT OF EARNINGS SUBJECT TO
EMPLOYEE/SELF-EMPLOYED TAX
Present law

Years

Committee
amendment

$17,70
,o00
22 100

1918........ .... . .
.................................. .
1919 .....
.......................................

$17700
,400
21,900

1982 .................................... o..

23,400

24,600

..
1984 ...............
1985 ....................................

26,400

28,200

26,700

24,900

1983 ..................................

.

30,300

27,900

Tax rate mm.-The committee bill also modifies the social secu-

rity tax rate schedules to bring in additional revenue. In order to bring
in the revenue in a manner related to the projected outgo of the systam, the modified tax rate schedule provides for a series of increases

occurring in different years starting with 1979. The tax rate increases
result in a revised tax rate schedule as shown in the table below. The
changes in the hospital insurance (HI) rates shown in the table will,
in combination with the tax base changes also included in the bill,
leave the HI fund in close to the same position as it would be under
existing law.

SOCIAL SECURITY TAX RATES ON EMPLOYER AND
EMPLOYEE (EACH)
[in percent]
Present law
Years

OASDI

HI

1978 ..............
1979-80.......
1981-84......
1985 .........

4.95

4.95
4.95
4.95
4.95

0.90

1986-89 ..........
1990-994..........

4.95
4.95

1977 ........

1995-2000 ........ 4.95
2001-10 ..........
4.95
2011 and after ....
5.95

Committee amendment
Total

OASDI

HI

Total

1.10
1.10
1.35
1.35

5.85 4.95

6.05
6.05
6.30
6.30

5.05
5.085
5.35
5.65

0.90

1.00
1.05
1.25
1.35

6.05
6.135
6.60
7.00

1.50
1.50

6.45
6.45

5.65
6.10

1.40
1.40

7.05
7.50

1.50
1.50
1.50

6.45 6.70
6.45 7.30
7.45 7.80

1.40
1.40
1.40

5.85

8.10
8.70
9.20

Nereae in ta rate for ad!-empoymm.-When e rings from

self-employment were made subject to the social security tax in 1950,
the rate was set at 1% times the employee rate. At that time the
employee rate was 1.5 percent and the self-employment rate was 2.25
percent. Over the years as tax rates were increased, the 1 to I ratio
was maintained until 19M when the cash-benefit tax rate for the selfemployed was frozen at 7 percent. (When the hospital insurance program was established the self-employment rate for that program was
made equal to the employee rate and'has remained equal as the rate has
increased.) The committee bill would restore the self-employment tax
rate for cash benefits to the original ratio of 1% times the employee
rate effective in 1981.

Refvwd of taw" patid by State and looalgoverwiente and by wan-

prO
rg
im.-The bill would authorize an appropriation from
general revenues to provide State and local governments and nonprofit
organizations a partial refund of social security taxes. The refund
would be equal to 50 percent of the difference between the employer
social security tax paid with respect to an individual and the amount
-of tax paid by the employee.

Other tocial eewuy priloINaM
Bspt
for wdpewehn t p-em .- The committee bill would reduce
benefits payable under social security to dependent spouses--including
surviving spolses-by the amount of any civil service (Federal, State.
or local) retirement benefit payable to the spouse. The provision would
apply oMly to individuals applying for spouses' social security benefits
in the future and only if the dependent spouse had a civil service pension based on his or her own earnings in public employment which was
not covered under the social security system.

Modi~cti M of retiment tet and flswcigof the pruloe

Social security beneficiaries who are under age 72 have their benefits
reduced if their earnings exceed a certain amount which is adjusted

annually to reflect changes in average wae levels. The amount which
may be earned with no reduction in benefits is $3,000 in 1977 and is expected to increase to $8,240 in 1978 and to $8,480 in 1979. The committee
bill would increase these levels to $4,50 in 1978 and to $6,000 in 1979.
After 1979, the $6,000 level would increase automatically as wage levels
rise. (The 1978 increase would be applicable to the-entire year but any
additional benefits resulting from the change would not become payable
until after September 30,1978.) The committee bill would also increase
the social security tax rate applicable to employers and empoees,
effective January 1, 1979, by the amount needed to fund the cost of the
higher retirement test levels These tax rate increases are incorporated

in the tax schedule printed above.
oreased beeflft for. certain idow.-Soeial security benefits for
individuals who continue working past aee 65 are increased under
present law by 1 percent for each year prior to age 72 that the worker
did not receive his benefits. This delayed retirement increment which
is added to the individual worker's benefit when he does retire or reach
age 72 presently applies only to the worker's own benefit and is not
passed through to his survivors. Under the committee bill, any such
increment would also be added to the benefit payable to the widow
or widower of such an individual.

existing
E.tinat of oertain dua/ twtion r-Under
law, businesses are ordinarily required to pay social security taxes and
Federal unemployment taxes with respect to a given employes only up
to the amount of annual wages referred to as the tax baan. (Under a
provision described above the tax base for the employer share of the
social security tax would be ine e0d to $50,000 effective in 1979 and
to $75,000 in 1985. The base for Federal unemployment taxes is $6,000
after 1977.) Where a business is organized as a group of related corporations, however an employee of any one of those corporations who
performs services

or more than one of them is treated for employ-

ment tax purpose s as though he were employed by each of the corporations for which he performs services. Consequently, if his wages exsocial security and unemployment taxes may be
ceed the tax ba
required to be paid in excess ofthe wage base. The employer share of

these taxes over the wage base is not refunded. Under the committee

bill, social securit and unemployment taxes in excess of the tax base
would not be paid in this type of situation starting in 1979.
Ddivem of social aectrity ./ok.--Thecommittee bill would require
timely delivery of social security chee-ks when the normal delivery day
falls on a weekend or legal holiday. Under present procedures, checks
a e rall delivered on the third of each month. In some cases when
the trdfalls on a weekend or public holiday, the beneficiary ma not
receive--or may be unable to cash-the check until after the tird.
Under the committee bill, whenever the third of the month falls on a
weekend or legal holiday, social security checks would be delivered on
the Friday before the weekend--or on the day preceding the holiday.
A similar rule would apply to checks under the supplemental security
income (SSI) program which are ordinarily delivered on the first of
the month.
aocisoal euvity beney*.--Persons applying
Limitation on retrotive
for social security benefits are now allowed to elect to receive benefits for up to 12 months prior to the month in which they file an
application. If these months are months prior to age 65, however, the
retroactive benefits are obtained at the coof a lower permanent benefit
amount since benefits paid before age 65 are actuarially reduced. Under
the committee bill, retroactive reduced benefits generally would not be
permitted in cases involving entitlement before age 65. This would
create a short-range savings and reduce fiscal year 1978 costs by $0.8
billion.
au pplied to reduced beneta.--Under the autoBenefit inre
matic cost-of-living benefit increase provisions, some persons on the
rolls, through a technicality, receive an increase which is larger than
a in the cost of living. This occurs because the perentage
the
increase is applied not to the actual benefit amount but to the basic
benefit rate (called "primary insurance amount") which represents
what would be paid to a retired worker if he began drawing benefits
at age 65. If an individual begins getting benefits prior to age 65
and therefore accepts an actuarially reduced benefit rate, subsequent
benefit increases will be larger than is necessary to keep that benefit
up to date with increases in the cost of living.
The committee bill would modify the cost-of-living increase mechanism so that all persons on the rolls at the time of an increase would
receive the same percentage increase applied to their actual benefit
amounts.

Shdy of apeue'e boas

.- The aoaittee bill would require the

Secretary of Health, Edumtou, and Welfare, in conMsltation with
the Justice Department Task Force on Sex Discrimination, to study
as a factor in the
pend
and po noposals to eliminate
dtrntion
of entitlement to soum's benefits under the social security program, and pioposs to bring about equal treament of men and
women under the program, taking into account the practical effects
(particularly the effect upon women's entitlement to such benefits) of
such things as changes in the nature and extent of women's participa-

tion in the labor force, the incresing divorce rate, and the economic
value of women's work in the home.
Study of ewner pro i"dw.--The committee bill also requires
the Secretary of lAbor, in consultation with the Secretary of Health,
Education, and Welfare, to study the need to develop a special consumer price index for the elderly.
Internationa/oc
e i a800mWmt-The committee bill would
authorize the President to enter into aents
with other countries
to coordinate the social security proteotn provided for people who
work under the social security program of the United States and
another country. Agreements negotiated by the President would be
submitted to Cmnres together with a report explaining their impact
on program cost& If neither House Passes a resolution of disapproval,
the agreement could go into effect 90 days after the date of submission
to N
Congrem.
o pro t orega isaios--The committee
bill contains
which would modify the provisions of Public Law 94-468 as it relates
to the tax liabilities of certain nonprofit organizations which paid social sc-ity taxe without filing the waiver certificates required by
the law and which under Public Law 94-563 are deemed to have filed
such certiictes.
Tefwn ordry administraive lazw jud#.-The bill contains provisions Which provide that certain temporary'administrative law judges
appointed to hear 551 claims some years ao will be appointed as
regular administrative law judges in reognition of the experience
they have had in the temporary poiti s.
Social 8a
iy adviaoiy oo--The committee bill extends the
reporting date for the next Advisory Council on Social Security. Under
existing law, the report is due to be filed bv January 1, 1979. The committee amendment allows an additional 9 months (until October 1,
1979) for the completion of this report.

Welfare pnwisw
Fialm relief for State id kod tw we cete.-The committee bill
provides $40 million in additional Federal funding of welfare costs
as a means of providing fiscal relief to State and local governments
for fiscal year 1978. Each State would receive a share of that total on
the basis of a two-part formula. Half of the fiscal relief funds would
be distributed to each State in proportion to its share of total exeenditures under the program of aid to families with dependent children
(AFDC) for December 1976, and half would be distributed under the
general revenue shai formula.
. In some States, local units of government are responsible for meeting part of the costs of the AFDC program. The fiscal relief pay-

ments to those States under this provision would have to be passed
through to local governments. However, States would not be required
to pass through an amount in excess of 90 percent of the amount of
the welfare costs for which the local government was otherwise
ro nible.
ruaUty control and incentives to reduce error.-The committee
amendment would establish a program of fiscal incentives as part of
the AFI)C 9 ualitycontrol program to encourage States to reduce the
level of their dolr error rates with respect to eligibility and overpayment, of aid paid under the approved State plan.stid of apply-ing sanctions on the States, the dollar error rates would be used as
the basis for a system of incentives, which would give the States
motivation for expanding their quality control efforts and improving
program administration. Under the amendment, States which have
dollar error rates of, or reduce their dollar error rates to, less than 4
percent but not more than 8.5 percent of the total expenditures would
receive 10 percent of the Federal share of the money saved, as compared with the Federal costs at a 4-percent payment error rate. This
percentage would increase proportionately as shown in the following
table:
The State
would retain
this percent
of the
Federal

savings
If the error rate is:
At least 3.5 percent but less than 4 percent .10
At least 3 percent but less than 3.5 percent
........... 20
At least 2.5 percent but less than 3 percent...........
30
At least 2percent but less than2.5percent.
.....
40
Less than 2 percent....................................

50

DemowNw~raos pr eo.--The committee bill broadens and makes
more explicit the provison of present law relating to State demonstration programs. The objectives of the new demonstration authority
would be to permit States to achieve more efficient and effective use
of funds for public assistance, to reduce dependency, and to improve
the living conditions and increase the incomes of persons who are on
assistance--or who otherwise would be on assistance. These objectives
would be achieved through experiments designed to make employment
more attractive for welfare recipients.
This provision is similar in intent to an amendment approved by
the Senate in 1978. It would limit States to not more than three demonstration project& One of the projects could be statewide, and none of
the projects could last for more than 2 years. The amendment would
permit States to waive the requirements of the AFDC program relating to (1) statewideness; (2) administration by a single State agency;
(8) the earned income disregard; and (4) the work incentive program.
The State could request a waiver of any or all of these requirements
on its own itiative. The waiver would be consideredapproved at the
end of 45 days unless the Secretary disapproved it within this 45-day
waiting period.
The provision would allow States to use welfare funds to pay part
of the cost of public service employment, which would have to meet

upsd econdition. Paiticipaion in the demonstraon projeds would
b voltaury. Costs of the projects would be eligle for the same
mtebij as other AFDC costs, with the limitation that the amount

with respect to any participant in the roject could not
exceed the amount which would otherwise be
to him under
AFDC.
it is estimated that the projects wuid not result in any
leasedThus,
Federal e -pditures.
Accea to tcageiOYai,
hFD
wrertatiom-The committee bill would improve the capacity of States to acquire accurate wage
data by prowiding authority for the States to have access to earnings
information in records maintained by the Social Security Administration and State employment security agencies. Such information
would be obtained by a search of wage records conducted by the
Social Security Administration or employment security agencies to
identify the fact and amount of ea ning and the identity of the employer in the case of individuals who were receivpg A.FDC at the
time the earnings were received. The Secretary of Health, Education,
andait
Welfare
would be authorized to establish necessary safeguards
improper
disclosure of the information. Beginning October

179, the States would be required to request and use the earnings

information made available to them under the committee amendment.
Earned koome dimgad.-Under present law States are required,
in determining need for aid to families with dependent children. to
disreard the first $80 earned monthly by an adult, plus one-third of
additional ears
Costs related to work-such as transportation,
child care, uniforms, and other itenm--are also deducted from earnings
in calculating the amount of the welfare benefit.
The committee bill requires States to disregard the first $60 earned
monthly by an individual working full time-$80 in the case of an individual working part-time--plus one-third of the next $300 earned
lus one-fifth of amounts earned above this. Child care expenses, subject to limitations prescribed by the Secretary, would be deducted before computing an individual's earned income. Other work expenses
could not be deducted.
II. GENERAL DISCUSSION OF THE BILL
A. SocuL Swumm-r FrwAwnco
The need for leg~hltiomL-Over the years the coummittee and the
Congrs have devoted a considerable amount of time and effort to
social security financng in order to assure that funds will be available to meet benefit payments as they fall due. Whenever benefit improvements have been enacted, the committee has recommended, and
the Congress has provided, financing arrangements that, based on the
best available economic and demographic assumptions, seemed to assure
the financial soundness of the program over the long-range future.
The 1977 report of the Trustees of the social security trust funds
showed for the fourth consecutive year that the social security cash
benefits programs--old-ag, survivors and disability insurance or
OASDI--were inadequately financed in both the near-term and the
long-range future. In addition, the hospital insurance program (HI)
was described as being adequately financed over the next 5 years but

with a tax rate schedule which would not finance the program over the
long rnm.
It has been noted that the decline in the actuarial status of the trust
funds began with the adoption of the automatic cost-of-living increases
in benefits. While it is true that a substantial part of the long-term
deficit is caused by the cost-of-living increases, this is because the
assumptions made in 1972 as to future demographic changes and the
relationship between rises in wage levels and increases in the CPI
are now considered to have been excessively optimistic. As a result, the
increases in wage levels have not paid (as was assumed in 1972) for
the cost-of-living increases in benefits.
When the Congress last enacted major social security legislation, in
1973, the estimates of the cost of the cash-benefits programs were
based on the assumption that the ultimate fertility rate would be
2.55 children per woman. By 1973, it was probably more reasonable to assume that the ultimate rate should be one which would approach zero population growth (about 2.1 children per woman). Subsec'uent cost estimates were based on lower fertility rates. The initial
reduction came in 1974 when a rate of 2.1 was assumed and a
further reduction was made in 1976 when an ultimate fertility rate of
1.9 was used for the 1976 assumptions.
As for the economic assumptions made for 1978, the most significant
were that after 1977 average earns would increase at an annual
rate of 5 percent while the CPI would increase at 2% percent a year.
Even at the end of 1978, this seemed a dim prospect, and the 1974
estimates were based on the assumption that the annual rise in the
CPI would average 3 percent a year. The effect of this change, however, was offset to some degree by eliminating an 0.375 percent additional cost which had been included as a "safety factor" for years prior
to 2011 in the 1973 estimates. By 1976, the assumptions had been
changed to a 5.75 percent annual rise in average wages and a 4 percent
annual rise in the CPI.
The long-range economic assumptions used for the 1977 estimates
are basically those used for the 1976 estimates. Significant changes
though, were made in the mortality and fertility assumptions. Mortality was assumed to improve, thus raising the cost of the program
by 0.64 percent of taxable payroll. This increase in cost was offset by
assuming that the fertility rate would rise to 2.1 (the approximate rate
at which the population eventually would neither grow nor decline).
The committee bil.--In order to eliminate both the short-range
deficits and the longer range deficit, the committee bill includes changes
in the way benefits are computed, increases in social security tax rates
for employees, employers, and the self-employed, increases in the
contribution and benefit base for employees and the self-employed
and for employers, and a reallocation of income between the disability
insurance program and the other cash-benefits programs.
In the short term, 1978-87, the changes in the committee bill turn
an estimated cumulative deficit for the OASDI program of $173 billion in 1987 into a positive balance of $102.5 billion. The added financing for the cash-benefits program also has a small impact on the fundmig of the medicare program. Table I shows the status of the trust
funds over the next 10 years under existing law and under the committee bill.

TABLE 1.-STATUS OF SOCIAL SECURITY TRUST FUNDS UNDER PRESENT LAW AND COMMITTEE BILL
[Dollars In billions]
Committee bill'

Present law

Start of

Start of

Income

Year

Outgo

Net
change

year fund
percent
End
of "soutgo
In year
fund
year

Incme

Outgo

of
yearEnd
fund

year fund
asofoutgo
percent
In yew

$35.6
-$5.5
-5.4
30.2
-1
1.I
30.1
ISO 31.3

47
36
28
25

Net
change

A. CASH BENEFITS PROGRAM
1977. ....

....

:..

1978....*
1979.........

1980..... ....
1981 .........
1982 .........
1983 ..... ....
1984.. .......
1985. ........
1986.. .... ..
1987 ... ..

$82.1
92.4
108.0
119.6

$87.6
97.7
108.1
118.5

.3
-14.6
-33.8
-58.2

136.1
147.1
157.4
168.5

128.8
139.1
150.0
161.9

6.4
8.0
7.7
6.6

38.5
46.4
54.2
60.8

31
33

--89.0
-30.8
-3&1
--46.1 -127.2
-173.3

190.7
205.3
219.3

174.7
188.2
202.6

16.1
17.1
16.7

76.9
93.9
110.6

35
41
'46

$82.1

90.7
99.6
108.9

$87.6
97.6
107.4
117.9

-$5.5
-7.0
-7.8
-9.0

$35.6
28.6
20.8
11.8

117.4
125.2
132.9
140.7

128.9
140.1
152.0
165.1

-11.5
-14.9
-19.2
-24.4

148.4
156.2
164.4

179.2
194.4
210.5

47
36
27
18

B. HOSPITAL INSURANCE PROGRAM
1977. *.
1978.
1979. * .
1980.
*

.

S.

* .

. .
**

.

.

.

S.

.

. .
.
* *

S

.

S

.
S

*

S

1981 .........
1982
1983 .........
.........
1984. . ......
1985 ........ .
1986. ........
1987. .........

1.2

.1

$10.5
10.7
11.9
12.0

66
55
48
46

29.7
33.9
38.5
43.7

3.0
1.5
-. 8
-3.7

15.0
16.5
15.8
12.1

40
44
43
36

49.1
54.9
61.2

-3.5
-4.7
-8.2

8.6
3.8
-4.3

25
16
6

1.9
1.2
-.1

$10.5
12.4
13.6
13.4

66
55
56
53

$16.1
19.2
23.4
25.9

$16.2
19.0
22.2
25.7

-$0.1 .2

29.7
33.9
38.5
43.7

3.6
2.3
.1
-2.6

17.0
19.3
19.4
16.7

45
50
50
44

32.7
35.4
37.8
40.0

49.1
54.9
61.2

-5.9
-4.7
-7.6

10.9
6.2
-1.4

34
20
10

45.6
50.2
53.0

$16.1
20.9
23.4
25.6

$16.2
19.0
22.2
25.7

33.2
36.2
38.6
41.0
43.3
50.2
53.6

-$0.1f

Includes committee decisions on both tax and benefit provisions.
The committee has adopted the admlnistraon's estimateoft
savings from the administration proposal regarding benefits for
dependent spouses as the estimated savings from the related comrmitte amendment offsetting govemment-employee pensions against
such pensions.

Less than $0.05 billion.
Fund exhausted.
Reaches 50% by 1990.

Over the long-range 75-year valuation period, estimates that seem

reasonable at this time show that the amendments made by the committee bill would result in a small "actuarial" surplus of 0.6 percent
of taxable Payroll. As indicated in the actuarial section of this report,
it is desirable for financing legislation to bring the program as close as
possible to exact actuarial balance--leaving, if anything, a slight surplus as a margin of safety. The amendments proposed by the committee
would achieve this objective.
In designing the financing scheme to reach this long-term objective
of actuarial soundness, the committee also took into account the shortrange financial needs of the system and the need to build the trust funds
to a level where they would be able to sustain the programs should the
Nation again be faced with adverse economic conditions such as those
which prevailed for the middle part of this decade. Although the committee bill will not build the fund to the needed level (a balance which
does not fall below an approximate 6 months expenditures) as quickly
as the committee would wish, it does reach that level by 1990. The committee believes that this is a reasonable period within which to rebuild
the reserves, and that a more rapid build-up would require tax increases
of a level that could jeopardize continuing economic recovery.
THE TAX BASE

(Sections 101 and 102 of the Bill)
.TAe employer t.w bae.--The traditional approach to financing the
social security cash-benefits programs has been to levy an equal tax
on employers and their employees. In considering how best to raise
the funds necessary to the short-term financial soundness of the system without at the same time providing an intolerable tax burden
either now or in the future, the committee, in a spnse, determined to

break with tradition by imposing a greater direct tax on employers

than on employees. One reason for doing this is that social security
benefits are based on individual earnings taxed and increases in the
amount of employee earnings taxed rames additional income in the
early years but over the long-term increases benefit costs so that much
of the additional income is spent in later years Employer taxes, on the
other hand, do not increase the amount of earnings used to compute
individual benefits. As a result, the additional income in the early years
continues into the future without being offset by future benefit
liabilities.
In deciding to increase the amount of earnings taxed to employees
the committee considered a number of levels (including taxing total
payroll) and, with the aid of the actuaries, determined that the total
package it had in mind could best be financed if the amount were to
be increased to a maximum of $50,000 for each employee starting in
1979. The employer base would remain at $50,000 through 1984 and
then would increase to $75,000 starting in 1985. There would be no
automatic increases thereafter (as under present law) related to future increases in wage level until about the turn of the century when
the employee and employer bases have both risen above $75,000. When
the employee base does reach a level above $75,000, the two bases would
once a*ain be equaL, Thereafter they would both rise together as wage
levels in the economy increase.
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The committee's decision to raise the employer base will affect
the taxes paid by employers to support the Railroad Retirement progm. The Railroad Retirement Act of 1974 provides a two-tier benefit
with Tier-I providing what i essential .a social security benefit financed by an employer-empltied to the social cut
tax base and tax rates. Tier-II, on the other hand, i fnaned by aS .5
taxed for
same earnings
and on the
only
employers
by
paid
tax
percent
by
authorized
is
proam
Retrement
Railroad
Tier-L Although the
b a Federal
andasadministered
taxes
by. Federal
financed
law,present
Federal
the direct result of indusabout
came
provisions
agency, the
trywide negoiations between management and labor. A basic part of
the agreement resulting in the Ra'road Retirement Act of 1974 was
that employees would pay no more for the program than other employ.
ees pay for social security and that the cost of benefits above the level
provided by the social security program would be paid for by management. The committee has been advised that railroad management and
labor are now conducting industrywide negotiations on such issues as
wages, conditions of empl oyment and fringe benefits including Tier-II
benefits&In order not to affect in any way these negotiations, the committee bill would increase the amount of earnugs subject to employer
taxes only with respect to the part of the railroad retirement tax equal
to the social security tax. The additional tax of 9.5 percent would continue to be ap lied to the maximum amount of earnings that would
be taxable under the provisions of present law without regard to the
increases in the tax base that woud be made by the committee bill.
Tam baee for employee. and the eelf-emnployed.-In addition to
increasing the amount of wages subject to the employer tax, the committee bill would also provide a lesser increase in the amount of annual
earnings subject to the employee or self-employment tax. Under the
amendment, there will be four $600 increases above the levels which
would exist under present law in 1979, 1981, 198) and 1985. As under
existing law, the tax base for employees and self-employed persons
will alio automatically increase as wage levels rise. The table below
shows the projected tax bases under this amendment.
TABLE 2.-AMOUNT OF EARNINGS SUBJECT TO
EMPLOYEE/SELF-EMPLOYED TAX
Committee
Years

1978 ..................................

Present law

amendment

$17,700

$17,700

.
1979 .....................
1980 ..................................
..... .............
1981 ..............

18,900
20,400
21,900

19,500
21,000
23,100

1982 ..................................

23,400

24,600

24,900

26,700

1983 ..................................

1984 ..................................
1985 ..................................

26,400
27,900

28,200
30.300

This amendment by itself would provide additional tax revenues
for the program without increming the tax burden on lower income
workers. Ofly those workers eating in excess of the current basesome 15 percent of all covered workers--would pay higher social security takes as a result of the increase in the base. Moreover, it permits
the adoption of a lesser increase in tax rates (see below) than would
otherwise be necessary to provide adequate financing.
Increasing the base in a decoupled social security syst,
as proposed
by the committee, would result in a net long-range saving to the cash
benefits program since, the additional income resulting from

sng

the base is not completely offset by increased benefit rights resulting
from larger amounts of workers' annual earnings being made creditable for benefit&
TAX RATZE8

(Sedion 103 of the Bill)
A significant part of the new funding (3.35 percent of taxable payroll or about P7 billion a year at present payroll levels in the long
term) would be provided through increases in the social security tax
rates paid by employers, employees and the self-employed.
Inoreoe in self-empioynmt tw rate.-When earnings from self-employment were made subject to the social security tax by the 1950
amendments, the rate was set at 1.5 times the employee rate. At that
time the employee rate was 1.5 percent and the self-employment rate
was 2.25 percent. Over the years as tax rates were increased, the 1.5
ratio was maintained until 1978 when the cash-benefits rate for the
self-employed was frozen at 7 percent. (When the hospital insurance
program was established the self-employment fate for that program
was made equal to the employee rate and has remained equal as the
HI rate has increased.
Because a self-employed person gets the same protection that an
employee with the same earnings gets under the program, there is a
financial disadvantage to the program in covering the self-employed
person, as compared to covering an employee, unless the self-employed
person pays contributions at a rate as
h as the combined employeemployer rate. On the other hand, though, looked at from the standpoint of an individual contributing toward his owu protection, the
self-employed individual could easily feel that he was being overcharged if he were required to pay social security contributions over a
lifetime at the combined employee-employer rate. The self-employed
rate of one and one-half times the employee rate that was established
when the self-employed were first covered was a compromise between
these alternatives.
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The aonmittee believes that theslf-empoyed rate should be reted
to its oriia level in relation to the employee rate and has included
such a can. in the bill. Based on the idea that protection under
the HI program is the same for all workers, employees and the selfemployed, the HI tax rate for the self-employedha in the past been
the same rate as the employee rate. The committee would retain such
treatment. The tax-rate schedule for the self-employed under present
law and the committee bill is shown in table 8.

TABLE 3.-TAX RATES FOR THE SELF-EMPLOYED: PRESENT LAW
AND COMMITTEE BILL
[In percent)
OASDI

Years

Present
law

HI

Committes Present
bill
law

Total
Com.
mittee Present
bill
law

Com.
mittee
bill

.
1977 .......
1978 .............
1979-0...
1981-84
..
1985 ......

7.00
7.00
7.00
7.00
7.00

7.00
7.10
7.05
8.00
8.50

0.90
1.10
1.10
1.35
1.35

0.90
1.00
1.05
1.25
1.35

7.90
8.10
8.10
8.35
8.35

7.90
8.10
8.10
9.25
9.85

18689 ..........
1990-94 a. . ....
1995-2000 ........
2001-10 ..........
2011 and after ....

7.00 8.50
7.00 9.15
7.00 10.05
7.00 10.95
7.00 11.70

1.50
1.50
1.50
1.50
1.50

1.40
1.40
1.40
1.40
1.40

8.50
8.50
8.50
8.50
8.50

9.90
10.55
11.45
12.35
13.10

7'Ta rate incme -.-In order to provide in an orderly way the revenue necessary to assure the short-term financial soundness of the cashbenefits programs, the committee bill contains (in additon to the increases in the tax base described above) a new schedule of tax rates.
The new schedule was designed so that not only will the cash-benefits
program be soundly financed, but the Hospital Insurance program
(HI) will be in close to the same financial position that it would be
under present law. This later point contrasts with some of the proposals presented to the committee which would have transferred sub-

stantialamounts of anticipated income from the HI program to the
cash-benefits programs with the lost income being replcedwith funds
appropriated from general revenues or from unrealized savings frm
a suggested cost-reduction program which has not yet been enacted.
The new schedule calls for a series of tax rateincreasesstart
in
1979 as shown in table 4.
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TABLE 4.-SOCIAL SECURITY TAX RATES ON EMPLOYER AND
EMPLOYEE (EACH)
[in peu'a]sn
Committee amendment

Preent law

HI

Total

4.95
5.05
5.085
5.35
5.65

0.90
1.00
1.05
1.25
1.35

5.85
6.05
6.135
6.60
7.00

5.65
6.10
6.70
7.30
7.80

1.40
1.40
1.40
1.40
1.40

7.05
7.50
8.10
8.70
9.20

OASDI

HI

Total

OASDI

1977 ..............
1978 ..............
197980 ...........
198184 ......
1985 ..............

4.95
4.95
4.95
4.95
4.95

0.90
1.10
1.10
1.35
1.35

5.85
6.05
6.05
6.30
6.30

1986-89...........
1990-94...........
1995-2000 ........
2001-10...........
2011 and after....

4.95
4.95
4.95
4.95
5.95

1.50
1.50
1.50
1.50
1.50

6.45
6.45
6.45
6.45
7.45

Taxable Years

-

Ch"ge io docation to the diab y iaunewwe truet fuw-.The
committee bill would increase the allocation of tax income to the disa-

uate funding and to take
ility insurance trust fund so as to assure
into account chnging experience with theasability insurance program, the revison in the tax rates and the rise in the tax base. The

present-law and proposed allocation schedules are shown in table 5.

TABLE 5.-ALLOCATION TO DISABILITY INSURANCE TRUST
FUND
[In percent]
Employer and employee each
Calendar year

1986-89 .........
1990-94..........
1995-2000 ..
2001-10 .........
2011 and after .

Committee

bill

bill

Present law

0.575
.600
.600
.650
.650

0.575
.775
.750
.825
.950

0.815
.850
.850
.920
.920

0.815
1.090
1.040
1.2375
1.425

.700
.700
.700
.700
.850

.950
1.050
1.200
1.350
1.500

.990
.990
.990
.990
1.000

1.425
1.575
1.800
2.025
2.250

Present law

....
1977
1978 ............
1979-4.0.
1981-44......
1985 ...........

Committee

Self-employed rate
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PAYMENT TO NONPROFIT AND GOVERNMENTAL EMPLOYMU

(Section 106 of the Bill)
The committee bill, in order to provide adequate financing of the
social security program, would sipnificantly increase the amount of
annual earnings subject to the employer social security tax. The committee is concerned over the potential immediate impact of this feature
of the bill on nonprofit organizations and State and local governments. Private employers may be able to pass on in one manner or
another the increased cost attributable to higher social security taxes.
Moreover, to the extent that employers are unable to pass the impact
of higher taxes on to consumers, they.are able to claim the increased
costs as a deduction against income in computing their income tax
liability. In effect then, the net impact on an employer in the private
profitmaking sector of an increase in social security taxes may be considerably less than the gross amount of those increased taxes.
In the case of nonprofit organizations and State and local governments, however, the situation is somewhat different. Frequently, these
types of employers have virtually no capacity to pass on increased
costs and, since they are not subject to Federl income taxes, they
gain no increased deductions as a result of the higher taxes.
The committee generally believes that nonproft organizations and
State and local governments who have elected social security coverage should make the same payments into the system as other employers. However, since this bill provides an immediate substantial increase
in employer liability, the committee believes that it would be appropriate and desirable to provide a reasonable amount of relief to these
entities through a payment.
In order to provide this relief, the committee bill would authorize
an appropriation from general revenues to finance such a payment.
DECOUPLING AND WAGE-INDEXED BENEFITS

(Sections 104, 105, and 107 of the Bill)
Automatic oot-ot-lvig inor e.-Existing law calls for automatic cost-of-living increases in benefits effective each June and for
increases in the tax base (based on changes in wage levels) each January (assuming that the Consumer Price Index rises byat least 8
percent). Each benefit increase is put into effect by a revision of the
table in the law. Thus, each increase applies not only to people entitled
to benefits for the month the increase is effective but also to everyone
who will become entitled to benefits in the future. For example, because of the rise in the CPI between the first quarter of 1976 and the
first quarter of 1977, benefits for June 1977 were increased by 5.9 percent. As a result, each of the percentages in the benefit formula was
increased by 5.9 percent. A further expansion of the table will take
place in January when the maximum amount of earnings taxable
rises to $17,700. Much of the estimated long-term deficit results from
the fact that these modifications in the benefit formula apply to benefits which will be awarded in the future as well as to the benefits paid
to people on the benefit rolls on the effective date.
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Ratio uip beefn beeft forma& and Me depra-The auto-

matic "cost-of-living" benefit increase mechanism incorpoae

into

the social security program by the 1972 amendments, which had been
recommended as a way to make benefits inflation proof, operates
exactly as intended for persons on the benefit rolls. Once the initial
benefit has been established, it isperiodically increased by a percentage
which restores its original
power aoeording to the official
gvernmntal index of pui
g po-wh Consumer Price Index.
The committee bill proposes no dhange in this concept.
The "cost-of-living" adjustment mechanism, however also increases
the percentages in the formula for determining initial benefits in the
future. Future benefits however, are based on earnings which rise, in
part, as the result of increases in priceL Thus, wages which were
increased to take account of rising prices are multipied by a benefit
formula which was also increased to take account of the same increase
example of how benefits are increased under present proor
cedures, assume a program with a benefit equal to 50 percent of wages.
In such a program wages of $100 would produce a nefit of $50. If
wages and prices both rise by 10 percent, the individual who is on the

benefit rolls will have his benefit increased to $55 and the person who

is still working will have his $100 wage increased to $110. If the benefit
formula- is left unchanged, both individuals would qualify for a $55
benefit. -But under present procedures the benefit formula is also increased to 55 percent and the person who will retire in the future
with wages increased from $100 to $110 will get a benefit of $60.50.
Under any reasonable projection of future economic conditions,
benefit levels determined by the present-law mechanism will be much
higher than what is necessary to simply adjust for inflation and will
represent an ever-increasing percentage of the now retiree's wages in
the year before he retires. For significant numbers of people, the benefits payable just after retirement would approach-and in many cases
exceed-their wage levels immediately before retirement. It is this
part of the current cost-of-living provisions that the committee bill
would change as discussed below.
The starting point for most proposals for dealing with the current
long-term deficit of the social security system is a pncept called "decoupling." Deplinlig means that the automatic benefit increase mechanism in present law would continue to apply to keep benefits inflation
proof after a person retires and begins to draw his benefits but the
formula for determining benefits at the time of retirement would
no longer be automatically increased. If the system were simply
decoupled with no other changes, an individual retiring in 1987
would get the same initial benefit as a man or woman with the same
average earnings retiring in 1977. The level of initial benefits would
tend to grow in the future but only as v result of rising wage levels
which, using the same benefit formula, would tend to generate higher

benefitL However, the rise in actual benefits awarded in the future
the anticipated rise in wage
withCPI.
pace
would not be enough to keeprise
the
in
expected
the
offset
levels or to
Decoupling by itself would make a substantial reduction intthe
long-term cost of the program but would also cause a significant reduction in the real value of future benefits. In order to forestall a reduction of this nature, the committee bill would provide a new automatic mechanism for adjusting the formula for computing initial
benefits which is desired to keep replacement rates at about existing
levels. This proposal in slightly different form, was recommended by
the 1974 Advi~(ry council on Social Security. The committee has
been advised that the method adopted in its bill would assure future
benefits at approximately the level of the benefits provided Jast year.
Under the committee bill, indexed earnings would be averagedan.d
a three-step, weighted benefit formula would be allied to the individual's average indexed monthly earnings (AIME) to produce the
benefit amount. For those becoming entitled to benefits in the future,
the benefit factors (percentage amounts) would not be indexed, but
the bend points (dollar amounts) in the formula would be adjusted
automatically as average wages increase
Under the benefit procedures included in the committee bill, the
relationship between the benefits paid at the time of retirement azid
earnings in the year priorto.retirement isex ptedto beaconsts
43 percent for a person retiring at age 65 with earning in all years
equal to the national average, and the real value of benefits expressed
in terms of 1977 prices wilI rise three times by the year 2050.
A basic change such as that which would be provided by the committee bill also requires many substantial changes in provisions of
present law, transitional provisions for the period during' which the
new system is implemented,and a number of conforming amendments
to minimize the possible disruptions that so basic a change in the befift
structure might otherwise produce.
Wage hindered earniqs.--The committee's bill would provide that
an individual's benefit be based on the earnings level that prevails just
prior to age 62, disability, or death. To do this, an individual's earnings
in each year after 1950 would be updated (indexed) to reflect the increase in average wages through the second year before an individual
reaches age 2, becomes disabled, or dies.' (Under present law, for the
purpose of computing a benefit, earnings are counted in actual dollar
value, and these earnings do not reflect their value relative to average
earnings at the time they were earned.)
IWhile It would seem reasonable to update earning, through the arst year before the
.ret oue reahes retirement aMe,
th1e Social
curity Administration Informed the committee
that AAan actual wag growth will not be available In time to allow for much cu.rret
Indexine.
For 1978 and subsequent years. the law provides that earning. will be reported
on an annual rather than a quarterly bais .'Thns, tot example. data on average waffe levels
In 1980 will not become available until late in 198-too late for Indexing earnings of
workers who reach age 62, become disabled, or die In 1981 ; 1979 would be the Indexing year
for such workers.
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TABLE 6.-BENEFITS REPLACEMENT RATES AND EXPENDI.
TURES UNDER PRESENT PROGRAM 1955-2050
[In percent)
Worker with
average earnings'

Replacement rate
for worker with-

Aggregate OASDI
expenditures

Year

Annual
benefit
In 1977
prices

Replace.
ment rate

1955..
1960..
1965..
1970..
1975..

$2,141
2,493
2,665
2,987
3,619

31
33
32
34
43

45
45
43
46
56

31
30
33
29
30

3.34
5.89
7.93
8.12
10.65

1.3
2.3
2.8
3.4
4.6

1979..
1985..
1990..
1995..
2000..

4,444
5,354
5,871
6,476
7,406

46
48
49
49
52

58
60
63
66
75

35
34
36
37
39

10.85
11.56
12.39
13.13
13.92

4.5
4.8
5.1
5.4
5.7

2010..
9,489
2020.. 11,916
2030.. 14,765
2040.. 18,122
2050.. 22,088

56
60
63
65
67

84
91
96
101
106

42
44
46
47
48

16.57
21.64
26.02
26.67
26.93

6.8
8.9
10.7
11.0
11.1

Low
High As percent
earnings'I earnings I
of payroll

As percent
of GNP 4

Percent

Average medium-range cost (1977-2001) ..................................
Average medium-range revenue ............................................
Average
Average
Average
Average

medium-range balance ...............................................
long-range cost (1977-2051) ......................................
long-range revenue ................................................
long-range balance ................................................

12.24
9.90
-2.34
19.19
10.99
-8.20

Assumed to be 4 times the average 1st quarter covered earnings.
'Assumed at $4,600 in 1976 and following the trends of the average.
'Asumed at the maximum taxable under the program.
4 For 1979 and later, based on full employment and assuming taxable payroll
equals 41.1 percent of GNP.
Note: The estimates in this table are based on the economic and demographic
assumptions used in the intermediate cost estimates (alternative II) In the 1977
OASDI Trustees Report. The replacement rates pertain to workers with steady
employment at increasing earnings and compare the annual retirement benefit
at age 65 with the earnings in the year Immediately prior to retirement.
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TABLE 7.-BENEFITS, REPLACEMENT RATES, AND EXPENDI.
TURES UNDER COMMITTEE BILL, 1979-2050
[In perlcnt]
Worker with
average earnings

Year

Annual
benefit
In 1977
prices

Replacement rate
for worker with-

Aggregate OASDI
expenditures

Replace.
Low
High As percent
ment rate earnings I earnings'I
of payroll

As percent
of GNP,

1979.. '$41,444
1985.. 4,713
1990.. 5,145
1995..5,581
2000.. 6,068

46
43
43
43
43

958
54
55
54
54

'35
30
29
30
31

10.29
10.56
10.84
11.29
11.68

4.2
4.3
4.4
4.5
4.6

2010.. 7,172
2020..8,472
2030.. 10011
2040.. 11,830
2050.. 13,978

43
43
43
43
43

54
54
54
54
54

32
32
32
32
32

12.88
15.72
17.86
17.36
16.81

5.0
6.1
7.0
6.8
6.6
Parasnl

Average medium-range cost (1977-2001) ..................................
Average medium-range revenue..............
............................
Average medium-range balance.......................
.........
Aveagelog-rngecot

(977201)

....................................

Average long-range revenue ...........................................

Average long-range balance ..................................................

10.93
11.83
+.90
14.16

14.11

: Assumed to be 4 times the average lst quarter covered earnings.
'Assumed at $4,600 in 1976 and following the trends of the average.
'Assumed at the maximum taxable under the program.
* Based on full employment and assuming taxable payroll equals 41.1 percent
of GNP.
I Based on the present law benefit formula for all workers attaining age 62 be.
fore Jan. 1, 1979.
Note: The estimates in this table are based on the economic and demographic
assumptions used In the intermediate cost estimates (alternative II) in the 1977
OASDI Trustees Report. The replacement rates pertain to workers with steady
employment at increasing earnings and compare the annual retirement benefit
at age 65 with the earnings in the year immediately prior to retirement.

Earnings would be indexed bymultipi
the actual earnings by
the ratio of average wages in the second year before an individual
reaches age 62, becomes disabled, or dies to the average wages in the
year being updated. For example, if an individual earned $3,000 in
1956, and retired at age 62 in 1979, the $8,000 would be multiplied by
the ratio of average annual wages in 1977 (estimated to be $10,002) to
average wages in 1956 ($8,514), as follows:
$3,00OX $10,002 =$8,539
$3,514
Thus, while the actual earnings for 1956 were $3,000, the relative or
indexed earnings would be $8,39. Earnings each year would be adjusted in this manner. The result would be that an individual's benefits
would be based on the earnings level that prevails at age 60 and benefits would be based on the individual's relative earnings (that is relative to average wages) averaged over the time most people could reasonably be eeted to have worked in covered employment.
The committee understands that as part of this change, the Secretary of Health, Education, and Welfare recommends that the method
of computing average wages nationally be changed from the present
procedures which rely on earnings reported for social security purposes to a system which would be bsed on wages reported for Foeeral
income tax purposes. The change is needed because the social security
law provides for combined annual reporting of wages for social security and income tax purposes beginning in 1978. The committee bill
would authorize such a change. Average wages would be equal to the
sum of wages subject to income taxes or social security taxes ai reported to the Internal Revenue Service, and divided by the number of
individuals reported on the withholding statements. For 1977 and
1978, form 1040 data would be used and after 1978, forms W-2 data
would be used. Adjustments in earlier data would be made to allow
for overall comparability.
The change in the way benefits are computed proposed by the committee bill would also reduce the increasing advantage that young
disabled people and their families and the survivors of deceasedindividuals have over retired workers under present law. Under the present method of computing benefit amounts, benefits for young disability
and survivor cases are based on recent and relatively high earnings
while benefits for new retirees are based on an average that is depressed
because of past earnings levels that are generally much lower than current earnings levels. In certain cases, the difference in benefit amounts
can be substantial.
Base year for ideaxing.-The committee's bill would index earning.
in retirement cases through the second year before age 62 (the age of
first eligibility) rather than to retirement (when an individual is first
entitled to benefits). Because the indexing point is based solely on the
date of birth rather than on the year retirement benefits are elected,
people would be assured that their age-62 benefit would not decline
if average wages declined and that it would rise should the Consumer
Price Index rise. If wages were indexed to the date of retirement instead of to age 62, the worker's benefit amount could decline after the
date he could first have been eligible if average wages decline.
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5 years of lowest earnings). The number

of yem in the computation period would expand over time-for example, for an individual
h
age 62 in 1979 the computation
period would be 23 year, and eventually, for individuals reachng age
62 in 1991 or later, the computation period would be 85 years.
With the use of actual earnings, as under present law, the expand
cm.mutation period would depress replacement rates since early wages,
whieh an gerally much lower than current wage levels, must be
used in computin 1 the benefits. However, wage indexing is designed so
that if an indivi dual's earnings increase at the same rate as average
wages in the economy, average indexed monthly earnings (AhWE)
rise at the same rate as average wages in the economy.
B et t orviwi&-Undet present law, benefit amounts for an individual are derived from a table in the social security law and are
related to the average monthly earnings in covered employment. The
benefit formula that roughly approximates the benefit amounts shown

in the table in present law has,nine steps and, whenever the tax base is
increased, a new step is added to take account of the higher average

earnings possible as a result of the new, higher base. Each time there is
an automatic costof-livmng benefit increase, the percentage factors in

the formula are increased by the percentage increase in the cost of

liviug.
Under the committee's bill, the benefit formula shown below would
be applied to an individual's average indexed monthly earnings
(AIME). The formula is designed to produce benefits which are approximaey equal to the benefits that were payable under present
law to workers retiring in 1976:
92 percent of the first $180 of AIME; plus
33 percent of AIME over $180 through AIME of $1,075; plus
16 percent of AIME above $1,075.
This formula would apply to those who reach age 62, become disabled, or die in 1979. The dollar amounts or bend points (the AIME
levels at which the weighting in the benefit formula changes) would be
adjusted automatically as average wages increase for those who become
eligible for benefits in the future, and the adjusted bend points would
be rounded to the nearest multiple of $1. After the individual benefit
has been established in this way it would be increased as provided by
the automatic cost-of-living provisions
Mami ww fan7y bewflt.--Under present law, the maximum family
benefit ranges from 150 percent to 188 percent of the primary insur-

ance amount (PIA).2

The committee bill retains the same relationhip between maximum
fmily benefits and PIA's as in present law and to accomplish this
woul determine the family maximum (in 1929) by applying the following formula to the worker's PTA:
150 percent of the first $8 of PMk, plus
272 percent of the next $106 of PIA, plus
134 percent of the next $107 of PA, plus
175 percent of the remainder.
' M amst = which all btn

an baseL
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mantaied. Once .the family maximum has been established in an individual case, the maximum payable to the family would be increased
by the same percentage that benefits are increased under the automatic
costof-living provisons.
Trwit
-:-Because the committee bill would provide benefits
that would be about equal. to those payable under present law
in 1976, a transitional provison has been included to protect the
benefit rights of people who ar now approaching retirement and
whose retirement pl=s have taken 'social security benefits into
aoeount.
Under the committee bill, the transitional provision would guarantee that an individual who first becomes eligible for retirement benefits within 5 years after the effective date would get an initial benefit
that would be the
her of: (a) The benefit derived under the new
benefit formula, or (b) the benefit based on the present law benefit
table as it is n the law on the effective date of thd revised systemJanuary 1979.
For purposes of the guarantee the January 1979 benefit table would
not be subject to future automatic benefit increases, but all individual
benefits would be subject to all benefit increases that become effective
after age 62. Eaminp after ag 61 would not be ued under the
guaranteed benefit computation. With the passage of time, benefits
under the wage-indexing system would rise beyond the levels generally
payable under the guarantee, because future wage increases would be
reflected in a higher AIME and in the adjustments in the benefit formula each year. As a result, the proportion of new retirees that would
receive higher benefits under the guarantee would decrease with each
pa ng year.
The committee bill would not provide a similar transition .for death
and disability cases becum these benefits under present law can be
siifi.cantly higher than in retirement cases for similar earnings
histories.
Tmatment of
0arning after age 69 or dimabiity.-Under the committee bill, earnings subsequent to the year of first eligibility (age 62)
or onset of disability would be counted at actual dollar value (that is,
they would not be indexed). They would be substituted for earlier
years of indexed earnings in the initial computation or recomputation
if they would increase a worker's AJME and his PIA. These provisions
are similar to those under present law. However, because past earnings
would be higher after wage indexing than under present law, earnings
after retirement can be expected to have substantially less effect in
increasing benefit amounts than they have under present law.
Special rules would apply in the case of earnings after age 61
during the transitional period. People who are eligible for benefits
under the trapstional guarantee (because they reached age 62 in
the period from 1979 through 1988) could have earnings after age
61 included only under the wage-indexing computation. Earnings after
age 61, however, could not be included in the computation of guaranteed benefits under the transitional provision.
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Those age 62 or disabled before 1979 would continue to have

their benefits.camputed and recomputed under the provisions of preswork in covered employment after 1978.
entToeatmeM
law even if
of they
earni.qa
be/ore.195L--Underthe committee bill, earnings before 1961 would not be indexed and could not be used in cornputing benefits under the new wage-indexing system. Instead, the
present-law computation method that applies in the case of Pre-1951
earnings would be used; this present-law computation provides for
allocatim total pre-1951 earnings according to a formula designed to
avoid time-consuming manual procedures that would otherwise be necessary, due to the fact that the Social Security Administration does not
have a year-by-year breakdown of pre-1951 earnings on machine

records.

Under the bill a nonprofit organiztion or a State or local ovenment which is covered under social security would be eligibFe for a
payment subject to the availability of appropriations, this payment
would be equivalent to 50 percent of the employer tax liability to the
extent that that liability exceeds the tax liability of the persons it
employs. This provision gives nonprofit organizations and State and
local governments an amount of relief related to the higher employer
wage base approximately equivalent to the value of an income tax deduction for a profitmaking private employer. The provision would be
effective in 1979 since this is the first year in which the employer tax
base would behigher than the employee tax base.
The provision isdesigned to provide relief in a manner closely
related to that element of the financing package which will create an
immediate and substantial increase in social security costs for State
and local governments and non-profit organizations. It is a transitional
provision which will phase out as the employee base rises in the future.
(Noutof the pro---W6o-The provision is estimated to cost $88 million
in fiscal year 1979.
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(Section 121 of the Bill)
Under the present law the benefits paid are reduced whenever an
individual under age 72 haa significant earnings. Although a test of
retirement has been in the law since the ori inal law was enacted in
1985, the provision has generated a great deal of discussion and argument. While most people seem to believe that some test of retirement
is appropriate to theo
,there is little agreement as to what the
appropris test should b'&
Others believe that the concept of the social
security program as an income replacement program is not a ropfl-

ate in

ta the basic nature of the program should be

M
Shangedso4ha

it would provide benefits without regard to continued earwngs
activity.
The committee considered these various concepts and determined
that the better course would be to continue the program, as currently
conceived, in the income replacement tradition. The committee notes
that in the first year an annuity program would cost some $6 to $7
billion if payments were to be made to all beneficiaries, regardless of

2
age While this cost could be substantially reduced by making benefits
available as an annuity only at age 65, the committee believes it is
preferable to continue the practice of making the same retirement test
applicable to all persons under age 72.
At the same time, the committee is aware that the present level of
benefits can be inadequate in many individual circumstances. The committee, therefore, recommends that the law be changed to provide a
substantial increase in the amount of money an individual can earn
and still receive all of his benefits while at the same time retaining the
basic coicept of the cash-benefits program as an income replacement
program. In keeping with this decision, the committee bill would increase the amount an individual can earn without any reduction in
benefits to $4,500 in 1978 and to $6,000 in 1979. As under present law,
earnings above that amount would result in a $1 reduction in benefits
for each $2 earned above $4,500 in 1978 and above $6,000 in 1979, with
automatic increases in these amounts in future years as average earnings rise. There would be no reduction in benefits for any month in 1978
in which an individual earned less than $375 and did not render substantial services in self-employment or for any month in 1979 in which
an individual earned less than $500 and did not render substantial services in self-employment. Under the committee amendment, an individual who has a 1978 benefit of $300 a month would not lose all of
his benefits until he had earned $11,700 and in 1979 until he had earned
$18,200.
The committee is aware that in the past there has been a tendency
to use the retirement test exempt amount as a guide in setting the
earnings level used as a presumption that a disabled individual can
engage in substantial gainful activity. While the committee believes
that this was appropriate in the past when the retirement test exempt
amount was relatively small, the larger exempt amount resulting from
the committee decision is not intended as a mewvure of an individual's
ability or inability to engage in substantial gainful activities. The
committee suggests that the Secretary of Health, Education, and Welfare devise a more appropriate measure of earnings to use in determining an individual's ability to engage in substantial zrainful activities.
To avoid any budgetary impact in fiscal year 1978, the committee
bill provides tht, while the provision will be effective for all of 1978,
no monthly payments, other than the payments which would be made
under present law, would be permitted until October 1,1978.
The provision will substantially increase benefit payments in fiscal
years after 1978. The committee, in adopting this provision, specifically
increased the social security tax rates by the amount necessary to
generate offetting revenues. Thus, from the standpoint of long-range
financial soundness of the program. the provision is fully funded.
0ost and member of people 4ecfe4.-About 1.8 million people
would be paid benefits or would be paid larger benefits in 1979. About
$2 billion in additional benefits would be paid in 1979.
Efective dat.-The provision would become effective as of October, 1978, with respect to benefits payable for months after December
1977.
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INCREASED BENEFITS FOR CERTAIN SPOUSES

(Section 122 of the Bill)
Under present law, a worker who continues working and delays Me
tirement beyond age 65 gets a delayed retirement credit of one-twelfth
of 1 percent of his-benefit for each month percentt a year) for which
he does not receive a benefit from age 65 up to the earlier of the month
to the workr benehe retires or reaches age 72. The credit is &Tplied
fit only and does not afet the benefits of dependents and survivors
Under the committee bill, the delayed retirement credit earned by
an individual would be added to the surviving spouse's benefit. Specifically, the percentage increase in the individual's retirement benefit due
to the delayed retirement credit (or the increase that would have been
provided had the individual retired at the time of death), would be
idded to the surviving spouse's benefit.
To the extent that Uhe delayed retirement credit is provided in consideration of the worker's post-age 65 earnings (and taxes) the committee believes that the surviving spouse's benefit--which is based on
total earnings (including post-65 earnings)--should also include any
delayed retirement credit earned by the worker.
Cotb and number of people afeoted.-About 40,000 people would
become eligible for benefits or would become eligible for larger benefits on the effective date. About $4 million in additional benefits would
be paid in the first full year.
Efectie date.-The provision would become effective with respect
to benefits payable for months after December 1977.
OF

T OF BENEFIT8 OF SPOUSES RECEIVING PUBLIC PENSIONS

(Section 128 of the Bill)
Under present law, a woman can become entitled to spouse's or surviving spouse's benefits without proving dependency on her husband.
As a result of a March 1977 Supreme Court decision, a man can also
become entitled to spouse's or surviving spouse's benefits without provihis
dependency on his wife. (In Calfao v. Goldfarb, the court
rldthat men should be treated equally with women in determining
entitlement for survive Spouse's benefitt Subuently, other court
decisions extended this ruling to husband's benefits. Previously, a man
had been required to prove his dependency on his wife to become entitled to spouse's or surviving spouse's benefits, although women were
presumed dependent.) Under the social security program, an individual who is entitled to two benefits does not receive the full amount of
both benefits. For example, if one is entitled to both a worker's benefit
and a spouse's benefit, the full worker's benefit is paid first and then
the amount (if any) by which the spouse's benefits exceed the worker's
benefit. This "dual-entitlement" provision prevents payment of dependents benefits to some persons not truly dependent. However,
persons who receive civil service penMons based on their work in noncovered employment and are entitled to social security spouses' beno-
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fits, receive their dependent
4o.us' beneIts in full, regardless of their
dependency on the wormr. is results in "windfall"benefits to some
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offset would apply only to pension psym~ents based on the spouse's own
work in public employment which is not covered under social security.
In gene, this should aw that dependents' social mcity benefits
will not be paid to persons not dependent on the worker.
Comideration was given to requiring claimants to prove their de-

p01dcy 6Uthe worker before entitling them to spouse benefits. How-

ever, a dpnde~y test would be subject to maipulatio . For Maple,
a government employee with earns higher than those of his wife
could qualify for a social security spouse benefit by allowing a tsw
months to intervene between the date of his retire
tent
and the effective
date of his 0
on_ Also a depdency teat could deny spous.' benetsm situations where it would seem undesirable to deny such benefit&
For example, a woman might, in fact,be dependent upon her husband
for most of her life and might have earned little or nothing in the way
of Retirement income p-teton in her own right and yet be denied
benefits if a dependence test were implemented. This could occur if
her husband became ill shortly before reaching retirement age, thus
forcing a temporary reversal of their usual dependency situation.
Additionally, a dependency test would require substantial numbers of
persons to provide information with regard to their total income in
order to establish entitlement, a significant departure from present
practie where income is not generally a factor in entitlement. Making
such determinations would also create administrative difficulties. For
these reasons, the committee believes an offset is preferable to a dependency test. The provision would be applicable only to future beneficiaries.
Coats and number of people aeWeL.--About 85,000 people would
be affected by the provision
during,
1979. the first year. The provision is
in
million
$190
save
to
estimated
Efeeive date.-The provision would become effective with respect
to benefits payable for months starting with the month of enactment
on the basis of applications med in or after the mirnth of enactment.
ELIMINATION OF CERTAIN DUAL TAXATION PROVISIONS
.1

(Seation 124 of the Bill)
The committee bill contains provision for limiting employer social
security and unemployment insurance tax liability in certain instances
of concurrent employment of workers by related corporationL Present lw requires each employer to pay social security and unemploytaxes on the wages anemploee receives becaeof his
men
employment by that employer, up to the taxable e .ArnI base ($1650
fri
security rpos and $4,200 for unemployment insurance
purposes in 1977). If ui employee has covered wages from more than
one employer, each employer is liable for employer social security (and
unemployment) tax on wages up to the maximum amount of earnings
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taxable for the year. In the case of concurrent employment by two or

more lMated orportionsV each of the employing corporatio is
liable for social security (and unemployment) taxes on that part of the
worker's wages attributable to services performed for each employer.
Thus, in such cases of concurrent employment involving high-paid
workers, two or more employers may be liable for employer taxes on
though only one
maximum,
the taxable
up topaid
e's wages
empemployers
an
wages.
totaleven
the employee's
actually
of the
related corporations
that
decision
committeetaxes
theemploy
effectnoof
The pay
were only
corporations
than ifis the
more
would
one employer even thouh the worker is actually employed by the
several Eorpomtions and his compensatio reflects servics he.per-

forms for the several corporations. Thus, a related group with a
cmmon paymaster would be treated as a single corporation and would

not be required to pa the taxes that would otherwise be due because
the worker is an employee of the several corporations. The provision
is intended to have no effect, by inference or otherwise, on the deductibility for Federal income tax purposes of employment taxes or wages
payable by a corporation. The committee expects the Secretary of the
Treasury to specify the degree of relationship required to enable
corporations to establish a common paymaster for purposes of this
provison.
The committee notes that since other provisions of the bill would
raise the employer taxable earnings base for social security purposes
to $50,000 beginning in 1979 and to $75,000 in 1985, the combined effect
of that provison and the provision limiting employer tax liability of
certain related corporations-insofar as employ er social security tax
liability is concerned-would be limited to a relatively small number
of workers with high annual earnings.
Oost.-The revenue loss associated with this provision is estimated
to be less than $25 million in social security taxes and in unemployment
taxes.
RETROACTIVE PAYMENT OF REDUCED BENErITS

(Section 125 of the Bill)

The present law provides that benefits can be paid for as many as

12 months before the date an application for benefts is filed. This provision was intended to assure that an individual who, for one reason
or another could or did not make a timely application for benefits
would not iose any of the benefits to which he would have been entitled.
At the same time it was recgnzed that the purpose of the program-to provide income to help meet current living costs--would not be
achieved if an individual were permitted to forego monthly benefits in
order to accumulate a large lump-sum payment. The 12-month limit on
the payment of retroactive benefits isa compromise between the two
conflicting objectives of providing come to help meet current exthe loIs of benets merely because of dffiulties
penses and prevent
in filing a benefit application at a specific time.

The committee was informed that the present retroactive payment
provisions permit the payment of a windfall benefit in certain cases
where an individual learns at the time he files for benefits that he could

so
be paid Itut
be
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UnderIprem nt law, the applicant-beneficiary who is eligible for reduced benefits my be faaed with option that are unclear and misleading to im, and which could m& it difficult for him to decide whether
or not to elect reduced-benefits- For example; if a worker's monthly
benefitSmuntwere$100 asof the month hedatt
mqede 5andfiled
d
n_application, he could get a lump-sum payment of $1.79M if he
eleed to have his monthly benefits reduced by $10.60 to $149.40.
The committee has been concerned about thp high proportion of applicants in such situations who choose to receive a relatively high onetine retioactive benefit payment, even though it means a permanent
letzoac

reduction in the mOthly benets they would get in the future. It

is this ctnning income on which they have to rely for the remainder
of their lives; it may be too small to adequately provide for current
needs. Under the proposed caEhnge many older beneficiaries would
have higher incomes to meet their ongoing needs.
Cost# and mwmbo r of p.po.p&a e ,.--About 1 million people would
be affected by the provMon in the first year. This provion would
reduce the lg-term cost of the program by 0.01 percent of taxable
payroll and would cause a reduction m payments for the first few
years it is in effect ranging from $0.4 billion in calendar 1978 to $0.6
billion in 1982.
* Efecve dat--The provision would become effective with respect
to benefits payable for months after the month of enactment on the
basic of applihatiom filed after the date of enactment.
DELIVERY OF SOCIAL SW URITY AND

CHECKS

(Sedon 1 of the Bill)
Under present law, social security benefit payments for a particular
month are payable after the end of that month.' and payment is normally made on the third day of the month; SSI benefit checks for a
particular month are delivered on the first day of that month.
The committee has been concerned that social security and SSI

beneficiaries have to wait several days before they could get their benefit checks cashed in those i
where the usual delivery date fell
on aSaturday, Sunday, or lea holiday.

The committee bill would require tl t when the delivery date for
either payment falls on a Satuay, Sunday, or legal holiday, the
checks would be delivered on an easier date
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BENEFIT INCREASE AS APPLIED TO

UCED BENEFITs

(Section 127 of the Bill)
Because of the way in which benefit increases are computed, people
who initially received actuarially reduced benefits sometimes receive
an increase which is a greater percent of their total benefit than the
increase provided generally. For example, when a cost-of-living increase is provided, these people receive an increase which is larger
than the increase in the cost of living. This occurs because the percentagme increase is applied not to the actual benefit amount but to
the basic benefit rate the primary insurance amount) which equals
the amount that would be paid to a retired worker who began drawing benefits at age 65. If an individual begins getting benefits prior
to age 65 and therefore accepts an actuarially reduced benefit rate,
subsequent benefit increases are larger than is necessary to keep that
benefit up to date with increases in the CPI.
The fact that subsequent benefit increases are not actuarially reduced to the same extent as the original benefit complicates the proceuing of benefit increases, makes the program less easily understandable, and violates the actuarial neutrality of the decision as to whether
or not to take benefits prior to age 65. Te last factor would become
particularly significant under the provision in the bill which raises the
retirement test exempt amount to $6,000. Under that change, some
social secure benefits will be payable to persons earning in
excess of $10,000 per year. A pern under age 65 will in many cases
be able to begin getting benefits while still employed. The incentive
for such an individual to claim reduced benefits will be substantially
greater if subsequent benefit increases are exempt from the reduction
facor applied to the original benefit.
In view of all these factors, the committee bill modifies the provisions relating to benefit increases so that the across-the-board

percentage increase will apply to the benefit actually being paid rather

than to the "primaWy insurance amount." Under this provision, all

beneficiaries on the rolls at the time of an increase will get the same
percentage increase in their benefits.
C04o8 and number of people affeoti.--About 14 million people

who receive actuarially reduced benefits for June 1978, when the next

cost-of-ving increase is effective would be affected by the provision.
In calendar year 1979 (the first year in which it has a full-year effect),
the provision will reduce benefit payments by $0 million
Eece date.-The provision would become effective with respect
to benefit increases which go into effect after December 1977.
TTALIZATION AGREEMENTS

(Section 128 of the Bill)
There in at present no authority in the Social Security Act author"znthe President to enter into agreements (totalization agreements)
with other countries to provide for coordination between social security systems Lack of coordination with the systems of other countries

has two disadvantages.

M
First, the work of U.S. CItizens

pIoyed by U.S.

foreign countries is object to the OCia nuit tam
ofthUni
States and is also subject to the social security taxes of the for

in

h tax Payments to foreign, sysems ma:--be higher than
in the nited States and mrican wor1
gmnlly
httle or no
return for the taxes they and their employers pay othe foreign
mbeas ocal security eligibility requiants are usuay
st=icer under forsipsy
SeOard, U.S. eit~sua who divide their working careers between
work covered under the U.S. social seurity system and work covered
ner a foreign social security system offerr a loss of continuity in
their social security coverage Some who work abroad for a number of
years and have periods of covered under two or more social seu-ity
systm my not qualify for benefits under one or more countries when
t
retire, become disabled, or die. (For example, Am-ican workers
who work abroad for a number of years may lose their U.S. social securitYdisability protection because to be insured for disability benefits
thY must gnrally have substantial recent work covered by the
U.S. s0t.-) Others may qualify for social security be
-fits
but the
social security benefits they reeve may be mall because not all their
tlome can be taken into account.
ThL mmittee bill would help solve these problems by authonrzithe President to enter into bilateral agreements with foreie counties
to provide for limited coordination between the U.S. o
security
system and those of other countries. Eac agreement would be submitted to the Congress along with a r rt of the number of people
who might be affected by the agreement and the effect the agreement
would have on the long-term and short-term income and outgo of
the social security system. Each House would then have 90 days
(ounting o y days in which it was in session) to consider the agreement. Shoud either House pass a resolution within that period
disapproving the agreement, the agreement would not go into effect.
county

Each agreement should provide for the elimination of dual social

security taxation and coverage for the same work. An agreement could
also provide that each country would take into account 'a worker's
total work and earnings in both countries for purposes of determining eligbility for and the amount of benefits. Each country would
pay n spart of the totalized benefit; the amount of the benefits pid
would be the proportion of the t ized. benefit which is attributable
to the covered work performed in the paying country. The United
States would not pay a totalized benefit to a worker who had less than
six quarters of coverage under the US. syAm. Totalizatiom would
improve protection for people who work in both countries. In a large
proportion of these cam, if the worker is insured based on his U.S.
work alone, his regular social security benefits would be higher than
his totalized benefit. In such cases, the worker would be able to receive
the higher benefit.
Totalization agreements (which are common among EuropM countries) are msideredto have an advantage over other approaches to coordination in that the agreements are designed to allow each cooperatigountry to carry out its responsibilities virt-ly independently.
The countries
iehange
information on covered earni
and earnings

n
credits and provide other administrative sistance,.but otherwise
each country makes its determinations and computations indepndently and pays benefits directly, without any need for an inter hng
of finds or balancing of amounts paid as benefits.
A number of countries, including Italy, West Germany, Switerland, Canada,.France, and Japan, have.approached the United States
about the pombilit of concludmg socil sscurty totalization agree.
meats, and the S a Security Administration has had technical _discusins with representatives of each of these countries except Japan.
A totalization agreement between the United States and Ital was
signed in 1978 and a totalization agreement between the United itat
and West Germany was signed in 1976, to signify that the countries
accepted the text of the agreement-for purposes of seeking enabling
legislation from their national legislature& Both Italy and Germany
have enacted enablin legislation but the agreements cannot become
effective util they are authorized for the United States as provided
in the committee amendment.
EMPLOYEES OF CERTAIN NONPROFIT ORGANIZATIONS

(Section 129 of the Bill)
The committee bill contains an amendment designed to correct the
effect of the constructive waiver provisions of Public Law 94--563
which causd substantial and unintended liabilities for retroactive
social security taxes.
Services performed
in the employ of a religious, charitable, or other
organization
that is exempt
from income taxes under section 501(c)
(3) of the Internal Revenue.Code are excluded from socialsecurity
coverage, unless the employing organization. files a certificate provided for under section 8121(k) of the Code waiving its exemption
from social security taxes togeer with a list of current employees
who concur in the i of such certificate. Thereafter, social security
coverage and tax liability attach to those listed employees and all
employees subsequently hired by the organization.
It was discovered during the 94th Congress that a substantial number of nonprofit organizaions had been paying social security taxes
although not formally in compliance with the waiver procedure. Some

organizations had in fact demanded and obtained larg-scale refunds

and caused retroactive elimination of their employees social security
coverage. To foreclose abuse of the program, Congress enacted Public
Law 94-563 which provides, in effect, for constructive filing of waiver
certificates in certain instances where taxes were paid.
Public Law 94-568 dealt with the organizations differently depend-

ing on whether they had withdrawn from improperly established
coverage and had obtained a refund (or tax credit) prior to Stember 9, 1976. Orns
that had obtained a refund were given a
6-month period (which ended April 18, 1977) to file an actual waiver
certificate together with a list of employees who wished to have their
coverage reinstated. Refunded taxes with respect to those employees
only would have to be repaid and they could be repaid through an
installmentt arrangement. Failure to file a waiver certifica within
the 8-month period resulted in a deemed filing of such a cetiflcate

and liability on tie pat of the employr for the payment of both
eniphayr sad mple ye. tIms due for the retroactive period,
izaions w:ih had not obtained a refund prior to 8eptember., 1976, were simply deemed by Public JAW 9-4n8 to havefled a
valid waiver certificat covering l employees with respect to whom
taxes had been paid. No i
mprovimin
for the exclusion of their
employee or repayment of their retroactive tax liability were included in Public Law 94-M6, since it was assumed that such otios would genurly be current in their social security tax payments
and that they had simply been unaware that they were exempt from

the social scrity tax requireta
Thi legislation has cited problems for organizations -that paid

social securitW tax for some period priorto learning of their failure to
file a valid waiver certificate. Litead of requesting a refund of incorreetly paid taes, some of these organiation merely terminated

payment Last
fied a constr

these oraons
to have
ve waiver with reqet to employees for whom they

ymt'egilaton

previously paid social semuity taxes and requires them to pay social
security taxes for the retroactive period from the time they stopped
paying them. Moreover, the law does not allow them the option of paying this newly created pt liability in installments. There exists as well
a substantial liability for social security taxes for all employees hired

after the "deemed-filing" date.

Similarly affected by Public Law 94-56 are cetain nomprofit oranitations that terminated social security payments and soug a
refund but did not receive that refund until after September 8. 1976.
Those organizations became, by operation of last year's bill, liable for
repayment of the refund and for social security tam on the wages of
their employees for the period dating from their termination.
In addition, a large number of affected organizations qualifying for
treatment under section 8121(k) (5) did not meet the flling date in the
6-iginal law, in largr part due to m'udeai
and confusion with
respect to third obligaons and liabilities under the provisos of
Public Law 94"68.
The committee bill would provide that nonprofit organization that
ceased paying social
.curity
taxes on earninp of their employee before October 1, 1976, without receiving a refund of social security
taxes they had paid in the past, would not be liable for. any social
security taxes from the time that such taxes ceased to be paid through
June 80 1977, and any taxes that had been pad after the enactment
of Public Law 94-8 which would not be required under the committee amendment would be refunded.
Those organization that received refunds or credits of taxes after
September 8, 1976, would, under the provision of the committee bill,
be treated the same as those oran nations that had ceased paying social seurity taxes. Thu8 such orgaizations would not be liable for

taxes on their employees' services prior to June 30, 19,

forrwhich

th.y received refWnds. However, no social security credits would be

gin to emp

ees for nervim rendered during the period for which

o~ial security taxes would be forgiven by the bill, but t worker for
whom taxes were paid in the past may file a claim byApril 15,1980, to

have the taxes for the raynut1 ,,riod paid and receive social
security credit for such period.
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The bill would also extend until December 31, 1977, the period durinK which those organizations that had received a refund or credit of
social security taxes could file an actual waiver certificate to cover
their employees under social security. Under Public Law 94-658, this
period expired on April 18,1977.
SPECIAL HEW STUDIES

(Section 201 of the Bill)
Because of the high priority with which the committee views the
need to restore the social security program to financial soundness, it
has largely limited its consideration of the current legislation to imprvements in the funding of the program together with a few specific
abenefit
need changes.
Theofcommittee
recognizes,
however, that there remains
for review
many basic
structural
aspects of social security
such as the problems of the disability program, the question of extending coverap to public employees, and the interrelationship of social
security with other public and private income support programs. The
committee intends, once the fiscal integrity of the existing system h'
been assured, to undertake a close examination of some of these structural questions. Some of the areas to be examined by the committee
and the Congress in the future will require the availability of certain
research data and analyses which are not now available. The committee has identified two areas in particular in which it believes that
studies are clearly needed.
Study of spouse's beneft.-The social security benefit structure is
designed to provide income replacement not only for the insured
worker but also to provide additional benefits when that worker
has a dependent spouse (and/or dependent children). The benefit structure was designed during a period when it was considered
reasonable to awume that a wife would largely be dependent
upon her husband's income. Today, a far greater proportion of married women have a substantial involvement in the work force. At the
same time however, it remains true that many women do not have a
separate income. In addition, increasing attention is being paid today
to the appropriatenessof laws which troat or appr.r to treat, men
and women differently, and some such provisions in the Social Security Act have been successfully challenged on this basis in the courts.
The committee believes that it will quite likely find it necessary to consider legislation dealing with these questions in the near future and
the consideration of such legislation Will be greatly aided if the Department undertakes now a thoughtful analysis of these issues which
could be available when the committee considers these issues. For this
reason, the committee bill requires the Department to study and r.port on proposals to eliminate dependency as a factor in the determixation of entitlement to spouses benefits and on proposal related
to equal treatment of men and women under the social security
program. Elements to be considered in the study include the nature
and extent of women's participation in the labor force, the divorce rate,
and the economic value of women's work in the home. In conducting
this study, the Depirtment would be directed to consult with the
Justice Department Task Force on Sex Dierimiumtion.
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o/¢.o .. mepric idw.-1R. the past few years, the automatic mn-1it adjustamt provisions in the social,security law have
used the Consumer Price Index as a benchmark for adjustig the
benefit formula as it applies both to persons alres4y on the benefit
rolls and as it applies to determining the initial benefit amount for
new retirees. Under the revised benefit adjustment proviions of the
committee bill, the Consumer Price Index will in the future be used
solely as a mechanism for keeping benefits inflation proof once an
individual is on the rolls. While the Consumer Price Index is the
usually accepted measure of the rate of inflation, it is constricted in
such a maimer as to reflect the impact of rising prices on specific population groups. Some concern has been expremed for several years over
the possibility that consumption patterns of elderly persons may differ
so greatly from those groups covered by the CPI survey as to make
the Consumer Price Index an inappropriate measure of the imSact of inflation on the purchasing power of social security benefits.
he committee believes that this is an issue which ought to be resolved
and has included in the bill a requirement that the Department of
Labor, in consultation with HEW, study the need to develop a special
consumer price index for the elderly.
PERMANENT STATUS FOR TEMPORARY ADMINISTRATIVE LAW
JUDGES

(Section 202 of the Bill)
The committee bill contains a prwision which would convert to
regular administrative law judges (AL's) the temporary ALJ's who
were appointed under Public Law 94- 2 to hear cases under titles II,
XVI, and XVIII of the Social Security Act through 1978. These
hearings officers have conducted hearings under the provisions of the
Administrative Procedure Act (APA) in the same manner as regular
AJ's.
When Public Law 94-202 was enacted, Congress intended that these
lar AUJ
hearings officers would be converted expeditiously to
status with great weight being given to their extensive adjudication
experience in the social security definition of disability. Smee then,
olyafew hearings, officers -have been appointed to regular A3l
One of the principal objectives of Public Law 94-202 wasto make
clear that Congress intended that SSI adjudications were under the
could
Administrative Procedure Act and that 880 hearings exum
of selecting ALJTs
hear all types of socialsecurity cum The p
on the basis of this experience eavisioned in Public IAw .94-.has
not taken place, In making selections, the Civil Service Commision
experience the temporWy
has not given adequate credit fr .tiheactual
ALl's obtained in adjudicating social security case over a subs til
The committee believes that this experience is most
period
time.pertnent
valuableofsud
in appointing regular sil
security AI'.L
To correct this ituation,.the bill would pride that the hearing
ofliceru appointed under section 1631(d) (9) of the Social Security Act
(as in effect prior to January 2, 1976) to h d hearings under the
supplem tal security income progmm who had bem demed to be
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appointed under and governed by the provtim of the Administrative
P-0shall
e
Uof
be
nt to careerabsolute ALJ positions as if they had been appointed under the Administrative Procedure Act, section 3105 of title 5, United States Code.
They would have the same authority and tenure as hearing examiners
appointed directly under section 8105 and be come ted at the same
rate as social security AL's (GS-15). All provisions of the Administrative Procedure Act shall apply to them in the same manner as
they apply to other administrative law judges. The former temporary
black lung AL.'s who were appointed ns temporary AL.Ts under the
authority of Public Law 94-202 are fully covered by this provision.
DELAY IN REPORTING DATE FOR SOCIAL SECURITY ADVISORY

COUNCIL

(Section 203 of the Bill)
The Social Security Act requires that an advisory council on social
security be appointed every 4 years. The statutory reporting date for
the advisory council that is to be appointed this year is January 1,
1979. In view of the substantial changes in social security financing
included in this bill, the committee believes it would be appropriate to
provide a reasonable extension in this deadline so as to enable the
coming advisory council more time to take into account the impact
of this legislation. For this reason, the committee has included in the
bill a 9-month extension-to October 1, 1979--of the reporting date.
C. PUBLIC ASSISTANCE AxiDxiwrs
FISCAL RELIEF FOR STATE AND LOCAL WELFARE COSTS

(Section 301 of the Bill)
Present law.-The AFDC statute provides Federal matching of
State AFDC cash maintenance payments at a rate of 50 to 83 percent,
depending upon the State's per capita income. Overall, on a nationwide basis, the Federal Government provided about 54 percent of the
funds for AFDC payments in fiscal year 1976, and the States and localities provided about 46 percent.
Between 1973 and 1977, the cost of the AFDC program to States
and localities increased from about $3.4 billion to $5.2 billion, or about
a 52-percent increase. In that same period the costs to States and localities of the AFDC, supplemental security income, social services,
medicaid and general assistance programs combined grew from $10.3
million to nearly $17.8 billion, or a 62-percent increase.
These statistics testify to the burden of the major welfare programs
on State and local governments, a burden which has reached disturbing proportions, especially in certain areas of the country. The table
below shows the distribution of expenditures for AFDC payments for
each State:

AID TO FAMILIES WITH DEPENDENT CHILDREN (AFDC), TOTAL MAINTENANCE ASSISTANCE PAYMENTS, FISCAL YEAR 1976
Percentage
Total payments

State

computable for
Federal funding

Federal funds
(unadjusted)

Alabama.......
Alaska ........
Arizona ........
Arkansas ......
California......

$61,864,423
13,457,182
33,977,273
50,159,256
1,424,692,553

$46,923,718
6,623,664
18,895,181
37,418,805
712,346,276

Colorado ..............
Connecticut ..........
Velaware .............
District of Columbia..
Florida ................

83,227,441
131,786,271
23,649,023
91,865,652
120,436,323

45,517,087
65,893,135
11,824,511
45,932,825
68,315,478

Georgia ...............
Hawaii ................
Idaho .................
Illinois ................

122,679,985
1,511,650
64,632,077
19,796,706
720,065,139

90,120,035
755,825
32,316,039
13,497,394
358,715,572

Indiana ...........................
Io w a ..............................
K ansas ...........................
Kentucky .........................
Louisiana .........................

115,583,003
98,783,931
67,602,756
132,730,945
98,429,037

66,425,552
56,435,260
36,519,009
94,730,076
71,272,467

Maine..
.................
Maryland.. ..................
Massachusetts ...................
M ichigan .........................
M innesota ........................

46,662,236
154,441,383
415,121,135
746,719,100
156,149,764

32,943,539
77,220,692
207,560,568
373,359,550
88,757,624

M ississippi .......................
Missouri .................

32,017,662
140,017.934

26,504,646

Guam I ...............

85,774.453

Local funds

$253,580,487

16o700,968

20,351,153

.
6716
. 7..
2 9413,052
.................

State funds

Federal
funds

Local
funds

State
funds

$14,940,705
6,833,518
15,082,o92
12,740,451
458,765,790

75.8
49.2
55.6
74.6
50.0

0
0
0
0
17.8

24.2
50.8
44.4
25.4
32.2

21,009,386
65,893,136
11,824,512
45,932,827
52,120,845

54.7
50.0
50.0
50.0
56.7

20.1
0
0
0
0

25.2
50.0
50.0
50.0
43.3

32,559,950
755,825
32.316,038
6,299,312
361,349,567

73.5
50.0
50.0
68.2
49.8

28,806,298

42,348,671
31,083,747
38,000,869
27,156,570

57.5
57.1
54.0
71.4
72.4

17.6

24.9
42.9
46.0
28.6
27.6

13,718,697
72,807,639
207,560,567
373,359,550
38,304,366

70.6
50.0
50.0
50.0
56.9

0

29.4
47.1
50.0
50.0
24.5

5,513,016

82.8

54,243,481

61.3

26.5
50.0
50.0
31.8
50.2
0
0
0
0

2.9
0
0

18.6

17.2

38.7

M ontana .........................

12,786,884
28,780,341

10,317,578

New Hampshire....
New Jersey .........
New Mexico........
New York ...........
North Carolina ......

23,673,490
426,793,857
32,125,612
1,563,184,768
123,889,145

14,270.380
213,396,928
23,544,860
766,768,978
84,281,786

North Dakota .......
O hio ................
Oklahoma ..........
Oregon .............
Pennsylvania .......

13,122,019
446,319,654
65,506,367
113,521,471
650,945,260

7,556,970
242,753,261

fPuerto Rico .........
Rhode Island .......
South Carolina .....
South Dakota .......
Tennessee ..........

24,171,922
51,270,478
46,352,487
20,140,672
85,756,646

Texas ...............
U tah ................
Vermont ............
Virgin Islands ......
Virginia .............

137,686,030
35,237,274
26,538,100
1,849,649
138,678,345

100,157,072
24,680,187
18,528,902
924,824
80,904,947

Washington ........
West Virginia .......
Wisconsin ..........
Wyoming ...........

160,546,774
52,466,290
210,875,774
4,900,181

86,245,728
37,671,723
126,335,680
2,986,169

9,675,496,908

5,257,605,534

Total ..........

1,008,552

8,082,589

15,998,096
5,158,789

Nebraska ........ ................
N evada ...........................

5,158,789

....

6,700
52,226,857

..........

428,746,351i
19,711,194
1,044,992

44,164,394*
67,023,078
360,558,579

I.,°,°

12,085,960
28,993,455
35,670,249 ....
13,540,573 ....
62,722,396

I The sum of $755,825 was reported by Guam as a local expenditure;
but Is reported here as a State (territorial) expenditure. Adju stments have
been made for errors In the printed report.

3,695,743
12,782,245

1,462,344

829,026,094

63.2

55.6
50.0

7.9

0
0

28.9

44.4
50.0

9,396,410
161,170,072
8,580,752
367,669,439
19,896,165

60.2
50.0
73.3
49.1
68.0

4,520,057
203,566,393
21,341,973
46,497,228
290,386,681

57.6
54.4
67.4
59.0
55.4

12,085,962
22,277,023
10,682,238
6,600,099
23,034,250

50.0
56.5
77.0
67.2
73.1

37,528,958
10,557,087
8,009,198
924,825
56,311,054

72.7
70.0
70.0
50.0
58.3

0
0
0
0
1.1

27.3
30.0
30.0
50.0
40.6

74,301,046
14,794,567
84,540,094
1,229,507

53.7
71.8
59.9
60.9

0
0
0

14.0

46.3
28.2
40.1
25.1

54.3

8.6

37.1

3,588,865,280

12.2

0
27.4
16.0
8.0
0
0

....
0

39.7
37.8
26.7
23.5
16.0
34.4
45.6
32.6
41.0
44.6
50.0
43.5
23.0
32.8
26.9

Source: Office of Financial Management. Division of Finance. Fiscal year
1976 State expenditures for public assistance programs approved under
titles I. IV-A, X, IV, XVI XIX XX of the Social Security Act (SRS) 77-04023.
This report is compiled frorm State expenditure reports submitted quarterly
by States.
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COmmi
m -i-pcommittee billil
esProvisions which, over the long term, should assist the Statei in .binging their welfare costs under greater control. The committee is convinced, however, that in the meantime State and local vernmenth
should be given some immediate rlief from their flac.Tburden.

The committee amendment would provide the States with $40
million in fiscal relief in fiscal year 1978.
Since one of the major elements of State and local welfae costs is
the AFDC program, the committee bill provides that half of the
fiscal relief payment would be allocated among the States in the same
proportion as AFDC expenditures for December 1976. However,
State and local welfare costs also arise from a variety of other programs which provide -istance and services to the needy. The distribution of costs under these other programs does not necessarily follow
the same pattern as AFDC. The committee believes it can most approprite~y, recognize other elements of the welfare burden on States
and localities by utilizing the general revenue sharing formula for
allocating the other half of the payment. The committee recognizes
that States and local governments have been led to expect that the
Federal Government would provide them with some fiscal relief from
their welfare costs. The committee believes that the amount provided
in this bill represents a significant step in this direction, taking into
account the needs of the States and localities as well as the fiscal
situation of the Federal Government.
Although in most States the cost of the non-Federal share of AFDC
is borne entirely by the State, a number of States require substantial
contribution by localities to the cost of the program. States reporting
local contributions ranging from 1 to 27 percent of the cost of AFDC
maintenance payments in fiscal year 1976 include: California, Colorado, Indiana, Maryland, Minnesota.'-Montana, New Jersey, New
York, North Carolina, North Dakota, Virginia, and Wyoming. Localities in these States can expect to benefit from the provision in the committee bill which requires the States to pass the fiscal relief through
to localities in any case where local governments pay part of the program's costs. However, States would not be required to pass through
an amount in excess of 90 percent of the AFDC costs for which the
local government was otherwise responsible.
Although the fiscal relief provisions of the committee bill would
be computed under a formula related in part to the AFDC program
and would be provided to the States in the form of increased funding
for that program, the committee wishes to make clear that it views
these provisions as an attempt to provide some relief for the overall
welfare burden faced by the States. That burden falls not only on
the AFDC program but also in the areas of aid to the aged, blind,
and disabled in States which supplement the SSI program, in general
assistance, and in programs of social and child welfare services.
The table below shows how the fiscal relief payment under the bill
would be distributed among the States:

FISCAL RELIEF FOR STATES UNDER COMMITTEE BILL
[Dollars in thousands)
State fiscal
relief

payment
State

Alabama...
Alaska...
Arizona ....
Arkansas...
California..
Colorado ............
Connecticut .........
Delaware

...

Percentage

November

distribution

1977

1.2
.2
.7
.7
13.5
1.0
1.3

.3

District of Columbia.
Florida ..............

.6
2.1

Georgia
Guam..
Hawaii.
Idaho..
Illinois.

1.6
.3
6.2

$4,663
791
2,795
2,930
54,001
3,787
5o282
1,118

2,578

8l452

6,284
101
2,434
1,094
24,854

Indiana .....
Iowa .......
Kansas....
Kentucky...
Louisiana..

1.6
.1

Maine ...........
Maryland ........
Massachusetts..
Michigan ........

Minnesota ......

.5
1.8
3.8
5.6
1.7

2,099
6,994
15,341
22,506
6,890

Mississippi......
Missouri........
Montana ........
Nebraska .......
Nevada .........

.9
1.7
.2
.4
.2

3,499
6,695
955
1,758
665

New Hampshire.
New Jersey.....
New Mexico .....
New York........
North Carolina..

.3
3.7
.5
14.2
1.9

1,046
14,868

See footnotes at end of table.

.8
1.5
1.6

6495
49167
39204
6,086
6409

1,971

569600

7493
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FISCAL RELIEF FOR STATES UNDER COMMITTEE BILL-ton.
(Dollars in thousands]

State fiscal
Percentage
distribution

State

relief
payment
November
1977

704
16,689
3,694

North Dakota .......................
Ohio ...........................
......
Oklahoma ...................
...................
Oregon .... ..........
....................
Pennsylvania..

.2
4.2
.9
1.2
6.0

4,746
24,044

Puerto Rico ...........................
Rhode Island..........................
South Carolina .........................
South Dakota ..........................
Tennessee ............................

.2
.5
9
2
1.3

962
1,936
3,564
976
5,294

Texas .................................
Utah ..... .........................
Verm ont ................................
Virgin Islands ........................
Virginia ..............................

3.1
5
3
1.7

12,438
1,848
1,033
70
6,789

Washington .......................
.....
West Virginia ...........
..
Wisconsin ....................
Wyom ing ..............................

1.5
.7
2.3
.1

5,834
2,856
9,169
466

100.0

400,000

Total ............................
*Less than .05 percent.

QUALITY CONTROL INCENTIVES TO REDUCE ERRORS

(Section 302 of the Bill)
Baekground.-For at least the last 25 years there has been recogm-

tion at the Federal level of the need for a program to reduce errors in

the Federal-State public assistance programs. "Quality control" technines were first used on a limited basis m. 1952. However, at that time
they were limited to periodic Federal reviews of sam ples of case recotdL No verification was made of the information in C cae file, and
full field investigations were not part of the system. As the result of
a nationwide stoiy in the early 1960's that indicated widespread ineligibility in some States, the Department of Health, Education, and
Welfare developed a new and expanded quality control system to be
implemented by January 1964 in all Statm for all public assistance
programs. This new system also produced little in the way of results,
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and the quality control program underwent major revision apin in
1970. Basic changes made at that time included the use of field investigations, requirements on States for reporting of results, the establish.
ment of acceptable error levels, and implementation of corrective
actions.
Both the States and the Department of Health, Education, and
Welfare showed a lack of initiative in implementing the new system.
However, in 1973 HEW issued a new set of quality control regulations
for AFDC. They differed from the 1970 rules in one major aspectthey set forth a procedure by which the Department would not match
portions of State claims for AFDC payments based on the extent to
which the State's error rates exceeded the acceptable Federal tolerance
levels. These levels were set at 3 percent for ineligible cases, 5 percent
for overpaid cases, and 5 percent for underpaid cases.
The error measurement and corrective action components of the
quality control program have not been questioned. As we stated in the
ay 1976 Federal district court decision (Marykld v. Mathewa),
"plaintiffs assert that they do not question HEW's right to set quality
controls." However, the legalit of the "disallowance" or "fiscal sancderal matching with respect to State
tion" provision for limiting
claims has been challenged. In the above cited case the judge ruled
that "under the Secretary's rulemaking power to assure the efficient
administration of the [Social Security Act], it can be concluded that
a regulation establishing a withholding of Federal financial participation in a specified amount set by a tolerance level is consistent with
the Act." However, the remainder of the decision invalidated the disallowance regulations based on the unreasonableness of the "tolerance
levels" used in determining the extent of any disallowance. As a result
of the court decision, fiscal sanctions have never been applied and are
no longer a part of the Federal quality control regulations.
Despite the controversy that has existed in the last few years over
the penalty aspects of the quality control program, the committee believes that thA,4 nrogram has been resnonsible for simnificant reductions
in State AFDC error rates since 1973. The national average has fallen
from a 42.6-percent case erro rrate and a 16.5-percent payment error
rate for the period April-September 1973 to a case error rate of 23.2
pecent and a payment error rate of 8.5 percent for July-December
1976. Table shows the changes in payment error rates for each State.
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AFDC-CHANGE IN PAYMENT ERROR RATES, JULY TO DECEMBER 1976 OVER APRIL TO SEPTEMBER 1973'
Amount of payment errors as a percent of total payments
Ineligible and eligible overpaid
April to

Septem.
State

ber
1973

U.S. average 2...

16.5

July to

April to

Decem-

ber
1976

8.5

Ineligible

Percent
change

Septem-

ber
1973

Eligible but overpaid

July to

April to

December
1976

Percent
change

Septem-

ber
1973

July to

-48.5

9.1

4.6

-49.5

7.4

3.9

Alaska ...........
Arizona ..........
Arkansas ........
California........

15.1
23.1
15.3
3.6
12.3

6.0
-60.3
12.5
-45.9
12.4
-19.0
7.3 +102.8
4.7
-61.8

9.6
15.9
7.5
1.8
6.9

2.9
9.3
8.2
3.2
2.2

-69.8
-41.5
+9.3
+77.8
-68.1

5.5
6.4
7.7
1.8
5.4

Colorado ...........
Connecticut ........
Delaware ...........
District of Columbia
Florida .............

7.3
10.8
19.6
18.0
18.8

7.5
7.6
9.5
19.8
7.0

+2.7
-29.6
-51.5
+10.0
-62.8

2.3
5.6
9.9
9.8
7.9

4.1
4.4
6.5
12.7
3.8

+78.3
-21.4
-34.3
+29.6
-51.9

5.1

Georgia .............
Hawaii ..............
Idaho ...............
Illinois ..............
Indiana .............

14.9
11.2
9.9
22.4
13.2

12.2
9.4
3.8
12.1
2.3

-18.1
-16.1
-61.6
-46.0
-82.6

5.1
4.6
6.3
10.9
7.1

7.6
5.9
.4
5.2
.7

Iow a ................
Kentucky ...........
Louisiana ...........
M aine ..............

15.7
15.3
18.3
21.2
7.1

11.0
5.6
6.2
8.5
11.6

-29.9
-63.4
-66.1
-59.9
+63.4

8.3
8.5
7.9
13.6
4.1

Maryland ...........
Massachusetts .....
M ichigan ...........

23.0
15.9
11.4

11.5
12.0
9.2

-50.0
-24.5
-19.3

13.1
8.5
5.9

Alabama .........

Kansas .............

April to

December
1976

Eligible but underpaid

Percent
change

-47.3

Septem.
ber

1973

July to

December
1976

Percent
change

3.1
-43.6
-50.0
3.2
4.2 -45.5
4.1 +127.8
2.5
-53.7

1.5
1.5
6.5
.9
1.5
1.9
1.4

1.4
.8
1.2
2.2
.8

-40.0
-78.5
-11.1
-20.0
+15.8
-42.9

5.2
9.7
8.2
10.9

3.3
3.2
3.0
7.1
3.2

-35.3
-38.5
-69.1
-13.4
-70.6

1.3
1.1
1.5
.4
2.5

.4
.6
2.8
1.1
.7

-69.2
-45.5
+86.7
+175.0
-72.0

+49.0
+28.3
-93.7
-52.3
-90.1

9.8
6.7
3.6
11.5
6.0

4.6
3.5
3.4
6.9
1.6

-53.1
-47.8
-5.6
-40.0
-73.3

2.8
1.3
.3
1.3
1.0

1.1
.6
.9
.7
.2

-60.7
-53.8
+200.0
-46.2
-80.0

6.2
2.6
3.2
5.0
5.8

-25.3
-69.4
-59.5
-63.2
+41.5

7.3
6.7
10.4
7.6
3.0

4.7
3.0
3.0
3.6
5.8

-35.6
-55.2
-71.2
-52.6
+93.3

1.7
1.7
1.1
1.1
.5

.6
.6
.5
.5
.7

-64.7
-64.7
-54.5
-54.5
+40.0

6.6
7.6
4.3

-49.6
-10.6
-27.1

9.9
7.4
5.4

4.8
4.4
4.8

-51.5
-40.5
-11.1

2.0
.9
.7

1.2
.6
.8

-40.0
-33.3
+14.3

-40.0

9.4
5.2

5.8
9.2

-38.3
+76.9

5.0
2.0

-32.0
34
4.6 +130.0

4.4
3.2

2.4
4.6

-45.5
+43.7

1.4
1.9

.3
2.2

-78.6
+15.8

Missouri...
Montana....
Nebraska .....
Nevada ...........
New Hampshire.,.

12.3
16.9
8.6
3.5
21.4

10.5
13.3
6.9
.5
8.5

-14.6
-21.3
-19.8
-85.7
-60.3

6.8
7.8
5.4
1.5
10.0

+4.4
7.1
-50.0
3.9
-37.0
3.4
-100.0
--60.0
4.0

5.5
9.0
3.2
2.0
11.4

3.4
9.4
3.5
.5
4.6

-38.2
+4.4
+9.4
-75.0
-59.6

1.4
1.4

-14.3
+57.1

.9
1.3

1.2
2.2
1.4
.1
.6

......
New Jersey
New Mexico ...
.....
New York
...
North Carolina
North Dakota .........

9.4
6.5
26.5
13.2
2.1

5.4
5.4
12.1
6.7
3.4

-42.6
-16.9
-54.3
-49.2
+61.9

4.0
2.5
16.4
6.6
.....

2.0
3.4
7.2
2.6
1.7

-50.0
+36.0
-56.1
-60.6
(4)

5.4
4.0
10.1
6.5
2.1

3.4
2.0
4.9
4.0
1.7

-37.0
-50.0
-51.5
-38.5
-19.0

.9
1.2
1.6
3.9
.7

.7
.7
1.1
1.5
.2

-22.2
-41.7
-31.3
-61.5
-71.4

Ohio ....
Oklahoma ......
Oregon .......
Pennsylvania .
Puerto Rico .

21.7
8.1
10.5
24.6
22.9

11.3
3.1
7.9
9.3
8.9

-47.9
-61.7
-24.8
-62.2
-61.1

11.5
3.0
6.0
16.4
14.6

7.3
1.0
3.6
5.4
3.8

-36.5
-66.7
-40.0
-67.1
-74.0

10.2
5.1
4.5
8.2
8.4

4.0
2.1
4.3
3.9
5.1

-60.8
-58.8
-4.4
-52.4
-39.3

1.0
.6
.7
1.0
2.7

.5
.4
.6
.5
2.0

-50.0
-33.3
-14.3
-50.0
-25.9

Rhode Island ..........
South Carolina ......
South Dakota .... .....
Tennessee ..... ......
......
Texas... ...

10.7
17.3
7.7
12.9
15.2

3.8
8.5
5.3
8.6
5.4

-64.5
-50.9
-31.2
-33.3
-64.5

4.1
8.7
2.3
8.2
8.7

1.6
3.3
2.1
4.9
3.4

-61.0
-62.1
-8.7
-40.2
-60.9

6.6
8.6
5.4
4.7
6.5

2.3
5.2
3.2
3.7
2.1

-65.2
-39.5
-40.7
-21.3
-67.7

.4
2.5
.3
1.9
1.1

.5
1.7
.9
1.1
.4

+25.0
-32.0
+200.0
-42.1
-63.6

Utah ...............
Vermont .....
Virgin Islands .....
......
Virginia ...
Washington ... - ....

9.4
17.9
9.4
14.9
8.0

8.1
6.7
16.4
6.4
5.4

-13.8
-62.6
+74.5
-57.0
-32.5

6.0
10.0
4.2
5.3
5.2

-15.0
5.1
-86.0
1.4
11.4 +171.4
-32.1
3.6
-50.0
2.6

3.4
7.8
5.2
9.6
2.8

-11.8
3.0
-32.1
5.3
-3.8
5.0
-70.8
2.8
2.8 .........

.9
.7
1.7
2.7
.4

.6
.2
2.9
1.4
.5

-33.3
-71.4
+70.6
-48.1
+25.0

West Virginia. . -erent
Wisconsin . ..
Wyoming- ...

10.2
7.3
11.3

4.9
3.9
4.0

-52.0
-46.6
-64.6

6.4
4.2
7.4

-70.3
-50.0
-75.7

3.8
3.1
3.9

3.0
1.8
2.2

-21.1
-41.9
-43.6

.9
1.5
1.9

.3
1.1
1.0

-66.7
-26.7
-47.4

Minnesota..
Mississippi

t See footnote 1, table 11.
iSea footnote 2, table 11.
s Less then 0.05 percent.

1.9
2.1
1.8

(S)

4See footnote 3. table 11.
Source: U.S. Department of Health, Education, and welfare.

(

-88
-53.8
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The committee believes that this progress can be continued, and
that with proper incentives the States can be encouraged to decrease
the number of errors in their AFDC caseload to more acceptable
levels. The committee notes that the General Accounting Office in
its recent report on the AFDC quality control program recommended
that legislation establishing an incentive for controlling payment
errors be enacted.
Committee prova-om-The committee amendment would establish a
system of Ial incentives for States to improve their dollar error rates
with respect to eligibility and overpayment of aid paid under the
approved State plan. Instead of applying sanctions on the Sta"s the
dollar error rates would be used as the basis for a system of incentives,
which would give the States motivation for expanding their quality
control efforts and improving program administration. Under the
amendment States which have dollar error rates of, or reduce their
dollar error rates to, less than 4 percent but not more than 3.5 percent
of the total expenditures would receive 10 percent of the Federal share
of the money saved, as compared with the Federal costs at a 4-percent
payment error rate. This percentage would increase proportionately
as shown in the following table:
The State
would retain
this percent
of the
Federal

savings
If the error rate is:
At least 3.5 percent but less than 4 percent ..............
10
At least 3 percent but less than 3.5 percent...........
20
At least 2.5 percent but less than 3 percent ..........
30
At least 2 percent but less than 2.5 percent .............
40
Less than 2 percent ..........................
50
ACCESS TO WAGE INFORMATION FORt AFDC VERIFICATION

(Section 303 of the Bill)
Preaetmt
w.-Quality control findings indicate that 76 percent of
client errors in the AFDC program are the result of non-reporting
of income. States have particular difficulty in many cases in verifying
the source and amount of earned income. In many cases they are dependent solely on the recipient to supply wage information.
Committee provaion-The committee bill would improve the
capacity of States to acquire accurate wage data by providing authority for the States to have access to earnings information in records
maintained by the Social Security Administration and State employment security agencies. Such information would be obtained by a
search of wage records conducted by the Social Security Administration or the employment security agency to identify the fact and
amount of earnings and the identity of the employer in the case of
individuals who were receiving AFDC at the tune of the earnings.
The Secretary of Health, Education, and Welfare would be authorized to establish necessary safeguards against improper disclosure of
the information. Beginning October 1979, the States would be required
to request and use the earnings information made available to them
under the committee amendment.
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the records of wages maintained by the Social Security
Altho
Administration and by State employment security agencies may not
it seems inevitable that a procedure
be available on a current b
one or the other of these two sets of records
ai
e
for SCldree6
st increase the incentive for recipients to accurately
shotU
rsprt their earned income. Where welfare agencies are requesting
each State
Administration,
Security
Social would
data from theagency
the
wageadministering
who
a single official
designate
or local
would be authorized to make the necessary request for information.
Tentatively, procedures for requesting such information could be
worked out by mutual agreement of the welfare agency and the Social
Security Administration. The cost of searching wage records would
be reimbursed to the.agency maintaining the records and would be

matchable as an administrative expense of the welfare agency.

AUTHORITY FOR STATE TO OPERATE DEMONSTRATION PROJECTS
MAKING EMPLOYMENT MORE ATTRACTIVE FOR WELFARE RECJPINNTS

(Section 304 of the Bill)
Present law.--Section 1115 of the Social Security Act allows the
Secretary of Health, Education, and Welfare to waive any of the
State plan requirements of the Federal welfare law for the sake of
experinental, pilot, or demonstration projects which in the Secretary's
judgment are likely to assist in promoting the objectives of the welfare

programs. The committee notes that under this existing law, there
is considerable authority at the Federal level to carry on research and
demonstration on better ways of developing work incentives for welfare recipients. Exclusive use of this approach, however, ignores one
of the basic strengths of federalism; namely, that individual States
should be free to experiment with better ways of solving governmental
problems. A number of States have attempted to institute innovative
employment programs for welfare recipients but they have been inhibited by HEW because of its slowness to act under current demonstration authority. The committee bill will alleviate this situation.
Committee protision--Under the committee amendment, which is
similar :n intent to an amendment reported by the committee and
ap-roved by the Senate in 1973 (section 164 of H.R. 3158, 93d Congre's), this authority would be both broadened and made more explicit to emphasize a major objective for demonstration projects. This
objective is to permit States to achieve more efficient and effective use
of funds for public assistance recipients, to reduce dependency, and to
improve the living conditions and increase the incomes of persons who
are on assistance (or who would be on assistance if they were not
part;cipati-g in the d-monstration project) by conducting experiments designed to make employment more attractive for welfare
reci-ients.
States would be limited to not more than three demonstration Drojects under this authority; one of the projects could be statewide. None
of the ,roiects could last for more than 2 years. and all authority
for the projects woul'i terminate September 80. 1980.
In pursuing these objectives under the committee bill, States would
be permitted for demonstration purpom to waive the requirements of
the Aid to Families with Dependent Children program relating to (1)
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statewideness; (2) administration by a single State agency; (8) the
earned income disregard (but in no case could a State offer an earned
income disregard of more than 50 percent); and (4) the work incentive program. The State could waive any or all of theme requirements on its own initiative. Unless the Secretary, within 45 days, disapproved the waiver as inconsistent with the purposes of section 1115
and the AFDC law, the demonstration would be considered approved
and could be operated by the State.
As part of a demonstration projet, the State could use welfare
funds to pay part of the cost of pubic service employment The State
could add additional amounts to pay a wage highr than the amount
of the welfare payment. Under the committee bill, revenue sharing
funds could be used for the non-welfare share of the salaries. The committee amendment requires the States. in making arrangements for
public service employ ent, to provide that appropriate standards for
the health, safety, and other conditions applicable to the performance
of work and trainmg are established and maintained, that projects
will not result in the displacement of employed workers, and that the
conditions of work, training, education, and employment are reasonable in the light of such factors as the type of work, geographical
region, and proficiency of the participant, and that appropriate workmen's compensation protection is provided to all participants The
State welfare agency would also be free to contract with non-profit
private institutions organized for a public purpose, such as hospitals,
to carry out such projects.
When unemployed fathers are placed in public service employment.
Federal matching will continue for the portion of the salary equal
to the former welfare payments and it will be available for wage
payments.
Public Service employment is not the only type of experimentation
authorized by the committee bill. States may wish, for example. to
experirnmt with the income disregard. If they do so, however, they
will not be allowed to conduct a test which disregards more than
one-half of a welfare recipient's earned income.
Participation by welfare recipients in the demonstration projects
would be voluntary.
The costs incurred by the States in conducting demonstration projects under this provision of the committee bill would be eligible for
the same Federal matching as applies to other costs of the AFDC program, subject to the limitation that the amount matchable with respect
to any participant in the project may not exceed the amount which
would otherwise have been payable to him under the regular provisions of the AFDC program. Thus, these projects should not result in
increased Federal expenditure&
EARNED INCOME DISREGARD

(Section 305 of the Bill)
Present 1aw.-Under present law States are required, in determining need for Aid to Families with Dependent Children, to disregard:
1. All earned income of a child who is a full-time student, or a
part-time student who is not a full-time employee; and.
2. The first $30 earned monthly by an adult plus one-third of ditional earnings. Costs related to work (such as transportation costs,
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uniforms, union does, child care and other items) are also deduted

from earnings in calculating the amount of welfare benefit.
Three problems have been raised concerning the earned income
diuaegard under present law. First, Federal law neither defines nor
limits what may be considered a work-related expense, and this has
led to great variation among States and to some cases of abuse. Second,
the requirement for itemization of individual work expenses results
in administrative complexity and error. Third, some States have complained that the lack of an upper limit on the earned income disregard
Ihs the effect of keeping people on welfare even after they are working full-time at wages well above the poverty line.
In an effort to curb the abuse of the work expense provision and to
simplify its administration, a number of States in the past, established standard amounts to be used in the case of all AFDC recipients
with earnings. However, in 1974 the U.S. Supreme Court in Shea v.
Vilpando ruled the policy of using a fixed work expense disregard,
regardless of actual costs, as contrary to the Social Security Act.
It said, however, that a standard allowance which would enhance
administrative efficiency would be permissible if it provided for
individualized consideration of expense in excess of the standard
amount. Since the ruling, a number of States have used standard
amounts for work expenses, but at the same time they are required
to allow individual recipients to make additional claims for work expenses if they can show that they do in fact have such expenses.
In the summer of 1975 the Congressional Research Service conducted a survey to determine State practices with respect to work
expenses. The responses indicated very wide variations among the
States, and also indicated that in most instances individual itemization of work expenses is necessary. An analysis of AFDC work expenses which are allowable in the 42 States responding to the survey
showed the following:
(hil care.-Twenty-one of the responding States indicated that
they imposed no dollar limit on child care expenses. Of those that did,
the range of allowable expense was from $17 to $50 a week. (Some
States indicated that child care was not an allowable expense under
AFDC. Presumably, in those States, if child care were necessary for
an AFDC family, it would be provided through title XX vendor

payments.)
Trneporttion, special clotkinq and lunch.-Ten States indicated
that they had a standard amount for two or all of these items, ranging
from about $25 to $44 a month. Seven States indicated that they disallowed one or more of the items. More specifically, States reported
for:
1. Tratsportation.-Twenty States said they had no limit for
transportation expenses. Those that gave mile
limitations
ranged from 6 cents to 20 cents a mile. States did not indicate
whether they allowed carpayments or repairs as work expenses.
2. Speca clothing.-Twenty-five States indicated that there
was no limit for these expenses. The few that have established
limits for this category generally specified a limit of $5 a month.
S. Lw cw.-Fourteen States mid they had not established a
limit. Those that have, gave a range of from $0.25 to $1 a day.
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States did not provide information to indicate what kinds of excep-

tions thy make to their general rules, although it is known that some
exceptions are made. For example, New York indicated a limit of $50
a week for child care However, higher amounts are generally allowable in New York Citya
In addition to the bove-mentioned items, States generally allow for
mandatory tax deductions and union dues.
Com#natue ploviiom-1-The committee believes that the broad discretion that now exists in determining work expenses leads to abuse,
and also results in unnecessary administrative complexities and errors
The committee amendment would address these problems by requiring States to disregard the first $60 earned monthly by an individual
working full time ($80 in the case of an individual working parttime) in lieu of individual itemized work expenses. In addition, reaonabe child care expenses, subject to limitations prescribed by the
Secretary, would then be disregarded. To preserve an incentive for
additional earnings, but also to provide for a phaseout of welfare
payments at a reasonable level the committee amendment would provide for the disregard of one-third of remaining earnings, !p to
pDlus one-fifth of remaining earnings above $0 a month. Thus. in a
State where the payment standard is $300 a month for a family of
four (in July 1976 the median State's payment standard was $817),
the level of earnings at which a family would no longer.be eligible for
any AFDC payment would be $585 a month (assuming child care
expenses of $100). A State which implements this section upon enactment and prior to the effective date would not be regarded as out of
compliance with requirements imposed with respect to improved State
plans under part A of title IV of the Social Security Act.
The following example compares the effects of present law and the
committee bill.
Example: Recip lent earns $500 per month, pays $200 for child care; pays $110

for union dues, parking fees, Interest on automobile, withholding taxes, etc.
State AFDC payment for family with no income would be $300.
Present law:

$500 is reduced by:

Amout

Basic disregard .......................................................
33%percent of earnings above basic disregard .......................
Child care costs .....................................
.. .............
Other work expenses ..................................................

Total disregard ................. .....................................................
Family is paid in AFDC:

$30
157
200
110

497

$30 full payment less the $3 of earned Income which is not disregarded ............................................................ 297

Committee bill:
$500 is reduced by:
Basic disregard ...................................................
.
Allowable child care I .................................................
33 percent of the 1st $300 of earnings above other disregards;
20percent of earnings above that $300 ...........................

60
150
97

Total disregard..
307
Family Is paid in AFDC:
$3
full payment less the $193 of earned income which Is not dis-

regarded .....................................................

......

107

'Aswmmes that HEW limit on deductible child care would be $150 for the Individual in this
emmple.
a In this example, the excess Income above other disregards Is only $290; thus the 20percent factor does not come Into play.
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D. ACTUARIAL SwTON

Actuarial Soundness of the OASDHI System
In order to determine the financial soundness of the OASDHI system over a 10ng- ran period, the concept of long-range actuarial balance has normally been usd. The long-range actuarial balance for
OASDI is the differenc, between the 75-year average OASDI tax rate
and the 75-yar average of the annual expenditures expressed as a
percentage of taxable payroll. The long-range actuarial balance for
HI is calculated in a similar fashion, but over a 95-year period. If
the difference is positive (that is, if the average tax rate exceeds the
average expenditures expressed as a percentage of taxable payroll),
the system is said to have an actuarial surplus; if it is negative, the
system is said to have an actuarial deficit. The Office of the Actuary,
Social Security Administration, advises the committee that it is desirmble to keep the program in as close balance as possible, preferably
with a slight positive balance. In the past when tJiere has been an
actuarial imbalance (i.e., an actuarial deficit or actuarial surplus),
the Congress has traditionally acted to revise the financing of the program so as to bring it into close actuarial balance.
The long-range cost of the OASDI system under the committee bill
is estimated to be 14.16 percent of taxable payroll and the average
OASDI tax rate is 14.22 percent of taxable payroll. Thus, the actuarial balance under the committee bill would be a surplus of + 0.06
percent of payroll. This is consistent with the goal of achieving a
slight positive balance for the system.
The long-range cost of the HI system under the committee bill is
estimated to be 3.84 percent of taxable payroll and the average HI
tax rate is 2.62 percent. This results in a substantial long-range deficit, making the actuarial balance -1.22 percent of taxable payroll,
which is similar to the deficit under present law. (This bill does not
address the problems of financing of the HI system. Under this bill, as
under present law, the HI program is projected to become exhausted
in 1987 unless changes are made to improve its financial situation.)
Actuarial Cost Estimates for the OASDI System
1. EFFECT OF THE BELL ON THE ACTUARIAL BALANCE OF THE OASDI SYSTEM

From an actuarial cost standpoint, the major features of the committee bill areas follows:
(a) Revised beneft formula for fture retiree.-Under the bill the

cost-of-living increase provisions in present law would apply only to
individuals who are eligible for benefits at the time each increase
occurs. A new automatic mechanism is provided for persons retiring in
the future. These people will have their benefits determined on the
basis of their previous earnings after those earnings have been adjusted to reflect changes in wage levels occurring in the economy. The
result will be that average benefit levels as a percent of average preretirement income will remain at approximately the same level as for
those persons who retired at the beginning of 1976.
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(b). Iwreme in amount of emmnimg. aubject to emnloyer t&zu-The

committee bill would incres the base for employer taxes to $50,000 for
1979-84. This amount would be further increased to $75,000 in 1985 and
would be held at that level until the employee taxable base catches up
with it. Thereafter, it would increase automatically, as under present
levels.
law, to reflect yearly increase in average

8.

(0) Increase in amount of eda

t to emplo ye" or at/-.
eAS

employed) t.--The bill would also increase the amount of annual
earnings subject to the employee or self-employment tax Under the
bill, there would be four $600 increases over present law levels in 1979,
1981, 1988, and 1985. The tax base for employs and self-employed
persons, as under editing law, will also continue to automatcally
crease as wage levels rise.
(d) Tam rate inorese.--The bill also provides for modification of
the social security tax rate schedules, to bring in additional revenue

(see tables 8 and 9).

The changes in the hospital insurance (HI) tax rates wil 14 in combination with the tax base changes, leave the HI trust fund in approximately the same position as it would be under existing law.
Effective in 1981, the OASDI tax rate applicable to self-employed
persons would be increased to one and one-half times the tax rate
which applies to employees.

TABLE 8.-CONTRIBUTION RATES FOR OLD-AGE, SURVIVORS
AND DISABILITY INSURANCE UNDER PRESENT LAW AND
UNDER THE COMMITTEE BILL
pn percent]
Employer and employee

rate, each
Calendar years

Present law

1977 ..............
1978 ...............
1979-80..........

4.95
4.95
4.95
4.95
4.95
4.95
4.95
4.95
5.95

1981-84.....

1985-89.........
1990-94..........
1995-2000........
2001-2010 ........
2011 and after....
1Approximately

.

Self-employed rate
Present law

Committee
bill '

4.95
5.05
5.085

7.00
7.00
7.00

7.00
7.10
7.05

5.35

7.00

8.00

5.65

7.00

8.50

6.10
6.70
7.30
7.80

7.00
7.00
7.00
7.00

9.15
10.05
10.95
11.70

Committee
bill

1%i times the employee rate beginning in 1981.
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TABLE 9.--CONTRIBUTION RATES FOR OLD.AGE, SURVIVORS,
AND DISABILITY INSURANCE UNDER THE COMMITTEE BILL,
SUBDIVIDED BY TRUST FUND
[in percent]
Employer and employee
rate, each
Calendar years

OASI

DI

Total

1977..............
1978 .........
197980 ..........
1981-84 ..........

4.375 0.575 4.95
4.275 .775 5.05
4.335 .750 5.085
4.525 .825 5.35

1985-89 ..........
1990-94..........
1995-2000........
2001-10.......
2011 and after....

4.700
5.050
5.500
5.950
6.300

.950
1.050
1.200
1.350
1.500

5.65
6.10
6.70
7.30
7.80

Self-employed rat
OASI

DI

Total

6.185
6.010
6.010
6.7625

7.00
0.815
7.10
1.090
7.05
1.040
1.2375 -8.00

7.075
7.575
8.250
8.925
9.425

1.425
1.575
1.800
2.025
2.250

8.50
9.15
10.05
10.95
11.70
0

(e) Beneqjt for dependent spowea.-Benefits payable to people wh
qualify in the future for social security benefits as dependent spouses

(includes surviving spouses) are reduced by the amount of any
governmental (Fedeil, State, or local) retirement benefit payable to
the spouse on the basis of such spouse's own employment for such a
government that was not covered by OASDI.
(f) Modification of retirement test.-Under present law, social security beneficiaries who are under age 72 have their benefits reduced if
their earnings exceed a certain amount which is adjusted annual to
reflect changes in average wage levels. This amount is $3,000 in 1977
and is estimated to automatically increase to $3,240 in 1978 and to
$3,480 in 1979. The bill increases these levels to $4,500 in 1978 and
to $6,000 in 1979. After 1979, the new $6,000 level would increase
automatically as wage levels rise as under present law. (The 1978
increase would be applicable to the entire year, but any additional
benefits resulting from the change would not become payable until
after September 30, 1978.)
(g) Increased benefie for cer in widow..-Social security benefits
for individuals who continue working past age 65 are increased under
present law by I percent for each year prior to age 72 that the worker
d not receive his benefits because of the retirement test. Under
present law this delayed retirement increment of 1 percent a year,
which is added to the individual worker's benefit when he retires, ap-
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plies only to the worker's own bemdt. The committee bill would make
the increment applicable to the benefit payable to the widow or widower of such anmdividual.

(A) Elimination of metak dual taxation

ue

.- Effective

in 1979, the committee bill will treat an individual who concurrently
performs services for two or more related corporations (but is paid
by only one of them) as if there were only one employing corporation.
(Current law treats him as an employee of each corporation which can
result in a total employer tax liability in excess of the maximum
amount of annual earnings ordinarily subject to social security taxes.)

(i) Elimi

tion of retroactive paymenta of ae uariay reduced

beiet.-Under present law, social security beneficiaries may receive
benefits for up to 12 months before application. Under the committee
bill, such benefits would not be payable if they are actuarially
reduced&

jLj) C hange in method of applying benefit increae to achuara4
rdebenftt.--Under present law, when a general benefit increase
is applied to actuarially reduced benefits, the increase in benefits is
reduced by a percentage that is less than the percentage, initially
applied when the benefits were awarded. Under the committee bil,
the initial percentage reduction will be applied to later benefit
increases.
The changes in the medium-range and long-range actuarial balances
of the system from the levels under present law to those under the
committee bill are shown in tables 10 and 11.
These long-range estimates are based on the assumption that
average earnings will increase after 1982 at an annual rate of 5A
percent, and that the CPI will increase at 4 percent per year.
It is estimated that the changes made by the bill would provide a
sound actuarial position for the old-age, survivors, and disability
insurance p,
because the system would be in close actuarial balance -+0.06 percent of taxable payroll).
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TABLE 10.-CHANGES IN ACTUARIAL BALANCE OF THE OLD-AGE,
SURVIVORS, AND DISABILITY INSURANCE SYSTEM OVER THE
MEDIUM-RANGE PERIOD (1977-2001) EXPRESSED AS PERCENT OF TAXABLE PAYROLL, BY TYPE OF CHANGE, PRESENT
LAW AND THE COMMITTEE BILL
[In percent)
OASI

Item

Medium-range actuarial balance
under present law ......
Effect of decoupling...
Effect of new (wage-indexed) benefit form ula .......................
emIn wage base . for
Increase
.....
ployers. ........
Increase in earnings base for employees and self employed perso ns...............................
Increase in self-employed tax rate..
Government pension offset for
spouses' benefits...... .....
Increase in exempt amount in retirem ent test ......................
Change in method of applying general benefit increases to actuarially reduced benefits .............
Delayed retirement increment for
widows and widowers and employer tax relief for affiliated
corporations ......................
Eliminating retroactive payments
of actuarially reduced benefits....
Revised tax schedule ...............

Total

-1.45

-0.89

-2.34

+1.68

+.55

+2.23

-1.22

-. 32

-1.54

+.33

+.09

+.05

+.07
+.01
+.01

+.40
+.10
+.06

+.06

+0

+.06

-. 16

-0

-. 16

+.13

+0

+.13

-0
+.02

+1.31

-0

+.63

+.02
+1.94

+0

Total effect of changes in bill...

+2.29

+.96

+3.24

Medium-range actuarial balance
under bill .........................

+.84

+.06

+.90

Note: Expenditures and taxable payroll are calculated under the intermediate
set of assumptions (alternative II) which are described in the 1977 Report of the
Board of Trustees of the Federal Old-Age and Survivors Insurance and Disability
Insurance Trust Funds. These assumptions incorporate ultimate annual increases
of 53A percent in average wages in covered employment and 4 percent in the Consumer Price Index, an ultimate unemployment rate of 5 percent, and an ultimate
total fertility rate of 2.1 children per woman. Taxable payroll is adjusted to take into
account the lower contribution rates on self-employment Income, on tips, and on
multiple-employer "excess wages" as compared with the combined employeremployee rate.
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TABLE 11.-CHANGES IN ACTUARIAL BALANCE OF THE OLD.
AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM
OVER THE LONG-RANGE PERIOD (1977-2051) EXPRESSED
AS PERCENT OF TAXABLE PAYROLL, BY TYPE OF CHANGE,
PRESENT LAW, AND THE COMMITTEE BILL
[In percent]

Item

OASI

Total

Long-range actuarial balance under
present law .......................

-6.06

-2.14

-8.20

Effect of decoupling ...............
Effect of new (wage-indexed) bene-

+9.63

+2.32

+11.95

-6.18

-1.31

-7.49

+.22

+.05

+.27

+.05
+.08

+0
+.02

+.10

+.05

+0

+.05

-. 17

-0

+.25

+0

+.25

-. 01

-0

-. 01

+.01

+0

+.01

fit form ula ........................

Increase in wage base for employe rs ...........................
Increase in earnings base for employees and self-employed persons......... . ...................
Increase in self-employed tax rate..
Government pension offset for
spouses' benefits ...........
Increase in exempt amount in retirem ent test ......................
Changes in method of applying genera benefit increase to actuarially reduced benefits ............
Delayed retirement increment for
widows and widowers and employer tax relief for affiliated
corporations .....................
Eliminating retroactive payments
of actuarially reduced benefits....
Revised tax schedule ...............

+2.17

Total effect of changes in bill...
Long -range actuarial balance under
b ill .. . . . . . . . . . .. . . . . . . . . . . . . . . .. . . .

+.05

+1.08

+3.25

+6.10

-2.16

+8.26

+.04

+.03

+.06

Note: Expenditures and taxable payroll are calculated under the intermediate
set of assumptions (alternative II) which are described in the 1977 Report of the
Board of Trustees of the Federal Old-Age and Survivors Insurance and Disability
Insurance Trust Funds. These assumptions incorporate ultimate annual increases
of 534 percent in average wages in covered employment and 4 percent in the Consumer Price Index, an ultimate unemployment rate of 5 percent, and an ultimate
total fertility rate of 2.1 children per woman. Taxable payroll is adjusted to take into
account the lower contribution rates on self-employment income, on tips, and on
multiple-employer "excess wages" as compared with the combined employeremployee rate.
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These long-range estimates are based oil the assunlption that average
:mrnilngs will increase after 192 at an annual rate of 1534, parent., and
that the CP1 will increase at. 4 percent per year.
It is estimated that tfle clhnges male by the bill would provide a
.,rand actuarial position for the old-age, survivors, and disability

insurance program. because the system would be ill close actuarial
1,klance ( +0.06 percent of taxable payroll).
2. INCOME AND OUTGO IN NEAR FUTURE FOR THE OASDI SYSTEM

Tables 12-14 show the progress of the OASI, DI, and combined
OASDI trust funds under present law in the past and undler the committee bill in the future.

TABLE 12.-OPERATIONS OF THE OLD-AGE AND SURVIVORS
INSURANCE TRUST FUND, UNDER THE COMMITTEE BILL,
CALENDAR YEARS 1972-87
(Dollar amounts in billions)
Fund at
beginning
of year as a
percentage
of disbursements
during
Fund at
the comend of
Ing year
year

Calendar year

Income

Disbursements

Net
increase
in fund

1972 ............
1973 ............
1974 ............
1975 ............
1976 ............

$40.1
48.3
54.7
59.6
66.3

$38.5
47.2
53.4
60.4
67.9

$1.5
1.2
1.3
-. 8
-1.6

$35.3
36.5
37.8
37.0
35.4

88
75
68
63
54

Estimated future
experience:
1977 ........
1978 ........
1979 ........
1980........
1981 ........

72.5
78.5
92.1
101.9
115.2

75.6
84.1
92.9
101.4
109.7

-3.1
-5.5
-. 8
.5
5.4

32.3
26.8
26.0
26.5
31.9

47
38
29
26
24

124.3
133.3
142.4
158.8
170.6
182.2

118.1
126.9
136.5
146.7
157.6
169.1

6.2
6.4
5.9
12.1
13.0
13.1

38.1
44.5
50.4
62.5
75.5
88.5

27
30
33
34
40
45

1982 ........
1983 ........
1984 ........
1985 ........
1986 ........
1987 ........
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TABLE 13.-OPERATIONS OF THE DISABILITY INSURANCE
TRUST FUND UNDER THE COMMITTEE BILL, CALENDAR
YEARS 1972-87
[Dollar amounts in billions]
Fund at
beginning
of year as a
percentage
of disbursements
during the
Fund at
coming
end of
year
year

Income

Disbursements

Net
increase
in fund

$5.6
6.4
7.4
8.0
8.8

$4.8
6.0
7.2
8.8
10.4

$0.8
.5
.2
-. 8
-1.6

$7.5
7.9
8.1
7.4
5.7

140
125
110
92
71

9.6

12.4

-2.4

3.3

48

1978 ........
1979 ........
1980 ........
1981 ........

13.8
16.0
17.7
21.0

13.6
15.3
17.2
19.0

.2
.7
.5
1.9

3.5
4.2
4.7
6.6

24
23
24
25

1982 ........
1983 ........
1984 ........
1985 ........
1986 ........
1987 ........

22.8
24.4
26.1
32.0
34.7
37.1

21.0
23.1
25.4
28.0
30.6
33.5

1.8
1.3
.7
4.0
4.1
3.6

8.4
9.7
10.4
14.4
18.4
22.1

31
36
38
37
47
55

Calendar year

1972 ............
1973 ............
1974 ............
1975 ............
1976 ............
future
Estimated
experience:
977 ........
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TABLE 14.-OPERATIONS OF THE OLD-AGE AND SURVIVORS
INSURANCE AND THE DISABILITY INSURANCE TRUST FUNDS,
COMBINED, UNDER THE COMMITTEE BILL, CALENDAR
YEARS 1972-87
IDollar amounts in billions]

Funds at
beginning
of year as a
percentage
of disburseFunds at
ments
end of during the
year coming year

Income

Disbursements

Net
Increase
in funds

1972 ............
1973 ............
1974 ............
1975 ............
1976 ............

$45.6
54.8
62.1
67.6
75.0

$43.3
53.1
60.6
69.2
78.2

$2.3
1.6
1.5
-1.5
-3.2

$42.8
44.4
45.9
44.3
41.1

93
80
73
66
57

Estimated future
experience:
1977 ........
1978 ........
1979 ........
1980 ........
1981 ........

82.1
92.4
108.0
119.6
136.1

87.6
97.7
108.1
118.5
128.8

-5.5
-5.4
-. 1
1.0
7.4

35.6
30.2
30.1
31.2
38.5

47
36
28
25
24

147.1
157.7
168.5
190.7
205.3
219.3

139.1
150.0
161.9
174.7
188.2
202.6

8.6
7.7
6.6
16.1
17.1
16.7

46.5
54.2
60.8
76.9
93.9
110.0

28
31
33
35
41
46

Calendar year

1982 ........
1983 ........
1984 ........
1985 ........
1986 ........
1987 ........

95-970 0 - 77 - 5
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3.

LONG-RANGE

OASDI

COST ESTIMATE

Table 15 shows the long-range cost estimates of the OASDI system

as modified by the committee bill.
TABLE 15.-ESTIMATED EXPENDITURES OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM AS PERCENT
OF TAXABLE PAYROLL UNDER THE COMMITTEE BILL, FOR
SELECTED YEARS 1977-2055
[In percent]
Expenditures as percent of
taxable payroll'
Combined
employeremployee
tax rate
in bill
Total

Difference

Old-age
and
survivors
insurance

Disability
insurance

1977 ............
1978 ............
1979 ............
1980 ............

9.39
9.39
8.81
8.74

1.50
1.53
1.45
1.48

10.89
10.92
10.27
10.22

9.90
10.10
10.17
10.17

-0.99
-. 82
-. 10
-. 05

1981 ............

8.68

1.51

10.19

10.70

.51

1982 ............

8.73

1.56

10.28

10.70

.42

1983 ............

8.77

1.60

10.36

10.70

.34

1984 ...........

8.85

1.65

10.50

10.70

.20

Calendar year

1985 ............

8.82

1.68

10.51

11.30

.79

1986 ............

8.89

1.73

10.62

11.30

.68

1987...........

8.88

10.63

.67

1988 ............
1989 ............
1990 ............
1991 ............

1.83
1.88
1.93
1.98

10.76
10.83
10.90
10.97

11.30

8.93
8.95
8.97
8.99

1.76

11.30
11.30
12.20
12.20

.54
.57
1.30
1.23

1992 ............
1993 ............
1994 ............
1995 ............
1996 ...........

9.02
9.05
9.09
9.12
9.13

2.02
2.07
2.12
2.17
2.23

11.04
11.12
11.20
11.29
11.36

12.20
12.20
12.20
13.40
13.40

1.16
1.08
1.00
2.11
2.04

1997 ............
1998 ............
1999 ............
2000 ............
2001 ............

9.15
9.17
9.19
9.21
9.23

2.29
2.35
2.41
2.47
2.53

11.43
11.52
11.60
11.68
11.76

13.40
13.40
13.40
13.40
14.60

1.97
1.88
1.80
1.72
2.84

See footnotes at end of table.

TABLE 15.-ESTIMATED EXPENDITURES OF OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE SYSTEM AS PERCENT
OF TAXABLE PAYROLL UNDER THE COMMITTEE BILL, FOR
SELECTED YEARS 1977-2055--Continued
[In percent]
Expenditures as percent of
taxable payrollI
Combined
employeremployee
tax rate
In bill
Total

Old-age
and
survivors
insurance

Disability
insurance

2005 ............
2010 ............
2015 ............
2020 ............
2025 ..........

9.28
9.86
11.03
12.57
14.10

2.78
3.02
3.13
3.15
3.04

12.06
12.88
14.16
15.72
17.13

14.60
14.60
15.60
15.60
15.60

2.54
1.72
1.44
-. 12
-1.53

2030 ............
2035 ............
2040 ............
2045 ............
2050 ............
2055 ..........

14.96
15.03
14.53
14.04
13.87
13.94

2.90
2.81
2.83
2.91
2.94
2.94

17.86
17.85
17.36
16.95
16.81
16.88

15.60
15.60
15.60
15.60
15.60
15.60

-2.26
-2.25
-1.76
-1.35
-1.21
-1.28

9.01
11.18
14.49

1.91
3.00
2.88

10.92
14.18
17.37

11.83
15.24
15.60

.90
1.06
-1.77

11.56

2.60

14.16

14.22

.06

Calendar year

25-yr
averages:
....
1977-2001

2002-26 ......

2027-51....
75-yr average:
1977-2051 ....

Difference

'Expenditures and taxable payroll are calculated under the intermediate set of
assumptions (alternative II)which are described in the 1977 Report of the Board of
Trustees of the Federal Old-Age and Survivors Insurance and Disability Insurance
Trust Funds. These assumptions incorporate ultimate annual increases of 5%
percent in average wages in covered employment and 4 percent in the Consumer
Price Index, an ultimate unemployment rate of 5 percent, and an ultimate total
fertility rate of 2.1 children per woman. Taxable payroll is adjusted to take into
account the lower contribution rates on self-employment income, on tips, and on
multiple-employer "excess wages" as compared with the combined employeremployee rate.
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been made that the CPI will &rease at an annual rate of 4 percent.
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actual average
of the last 26 years (estimated at about
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cost inludd in this report are express as apereentapeoaxable payroll. This measure is used because it is directly cornparable to the combined employer-employee tax rate. Because of this
characteristic the adequacy of any tax schedule can be readily determined and new tAx schedules can-be readily designed to meet the cost
of the program.
It should be observed that the assumptions of constant annual increases in average earnings and in the CPI were not adopted because
it was believed that these increases would remain constant in the future.
These assumptions are intended to represent average increases over
the long-ranp future, with the increases being higher in some years
and lower in others.
The long-range cost estimates are based on assnptions that are
intended to represent close to full employment (average unemployment is assumed at 5 percent of the labor farce). The agreggate amount
of earn ng taxable in 1977 under the bas of $16,500 is estimated at
about $824 billion. Similarly it is estimated that $91 billion of earnn will be taxable in 1978 under the
base.
pro t sarnins
to increase
taxable is $17,700
Thelatter amount of total earning scheduled
in the future as the covered population grows and as the average taxable earnings increase due to adjustments in the earnings base as well
as to increases in average earnings in covered employment.
The long-range cost estimates presented in this report were prepared
for a 75-year period.
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TABLE 16.-ASSUMED FUTURE CHANGES RESULTING FROM AUTOMATIC-ADJUSTMENT
UNDER PRESENT LAW AND UNDER THE COMMITTEE BILL
Taxable earnings bass

PROVISIONS

Annual exempt amount under

Committee bill

the retirement test

General
benefit
increase '
(percent)

Present
law 2

Employee and
self-employed

Employer

Present law

Committee bill

5.9

$16,500

$16,500

$3,000

$3,000

1978 .......................
1979 .........................
1980 ........................
1981 ......................

5.5
5.2
5.0
4.2

$16,500

1982 .........................

4.0

23,400

24,600

50,000

4,200

7,440

4.0
4.0
4.0

24,900
26,400
'27,900

Calendar year

1977 .......................

1983 ........................
1984 .......................
1985 ......................

17,700
18,900
20,400
21,900

I Under present law, applies to both persons eligible for benefits
ible
at the time of the benefit increase and to persons becooing elig
to
only
applies
bill,
for benefits thereafter. Under the committee
increase,,
persons eligible for benefits as of the time of the benefit
under present law and
for years after 1978. Amounts are the same
I
under the committee bill.
I Amounts are the same for employees and self-employed persons.

17,700
19,500
21,000
23,100

26,700
28,200
'30,300

17,700
50,000
509000
50,000

50,00
50,000
'75,000

3,240
3,720
3720
3,960

4,440
4v680
'4,920

4,500
6,000
6,480
6,960

7t920
MOO
'8,880

3Increases
thereafter according to increass in garage wages..
SRemains at $75,000 thereafter until the base for employees and

self-employed persons equals or exceeds $75,000, at which time the

employer base is increased, if necessary, to equal the base for
employees and self-employed persons, with automatic increases

thereafter.
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Actuarial Cost Estimates for the Hospital Insurance Program
1. EFFECT OF THE BILl. ON THE ACTUARIAL BALANCE OF THE HOSPITAL

INSURANCE PROGRAM

The only provisions In the committee bill that affect the actuarial
balance of the Hopital Insurance program are the change in the earnings base and the modification of the tax schedule, as outlined in the
preceding sections. The financing changes alter slightly the actuarial
balance of the HI program from a deficit of - L16 percent of taxable
payroll under
nt w to a deficit of -1.22 parent under the bill.
as shown in table 19. Under both present law and the bill, the Hospital
Insurance fund would become exhausted in 1987. The tax schedule
under the committee bill as compared with present law is shown in
table 17.

TABLE 17.-CONTRIBUTION RATES FOR HOSPITAL INSURANCE
UNDER COMMITTEE BILL, AS COMPARED WITH THOSE
UNDER PRESENT LAW
[In percent)

Employer, employee, and selfemployed rate, each
Calendar year

1977 ..................................

1978 .................................
1979-80 ..............................
1981-84 ..............................
1985 ..................................

1986 and after ........................
2. KOr-RAWoIO

Present law

Bill

0.90

0.90

1.10
1.10

1.35
1.35

1.50

1.00
1.05

1.25
1.35

-1.40

FSTIMATES OF THE INCOME AXD OUTGO OF

THE HOSPITAL INSURANCE PROGRAM

Estimates of the cash income and outgo and of the resulting balances
in the Hospital Insurance Trust Fund are shown in table 18 for the
past as well as for the next 10 calendar years.
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TABLE 18.-PROGRESS OF THE SOCIAL SECURITY HOSPITAL
INSURANCE TRUST FUND UNDER COMMITTEE BILL, CALENDAR YEARS 1972-87
[In billions]
Fund at
beginning
of year as a
Fund at percentage
end of
of outgo
year during year

Disbursements

Net
increase
in fund

1972 ....
1973 ............

$6.4
$........
$6.5
10.8
7.3

-$0.1
3.5

$2.9
6.5

47
40

1975 ............
1976 ............

13.0
13.8

11.6
13.7

1.4
.1

10.5
10.6

79
77

16.1
19.2
23.4
25.9
32.7

16.2
19.0
22.2
25.7
29.7

-. 1
.2
1.2
.1
3.0

10.5
10.7
11.9
12.0
15.0

66
55
48
46
40

1982 ........
35.4
1983........
37.8
1984........40.0
1985........
45.6
1986........
50.2
1987........
53.0

33.9
38.5
43.7
49.1
54.9
61.2

1.5
--. 8
-3.7
-3.5
-4.7
-- 8.2

16.5
15.8
12.1
8.6
3.8
-4.3

44
43
36
25
16
6

Calendar year

1974 ............

Estimated
future experience:
1977 ........
1978 ........
1979 ........
1980........
1981 ........

Income

12.0

9.4

2.7

9.1
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3. LONO-RANGE COST ESTIMATES FOR TiHE HOSPITAL INSURANCE PROGRAM

The adequacy of a schedule of contribution rates to support the hospital insurance system is measured by comparing on a year-to-year
basis the tax rates with the corresponding total costs of the program,
expressed as percentages of taxable payroll. The total cost of the program in any year essentially is the combined employer-employee contribution rate that will be sufficient to (a) provide the benefit payments
and administrative expenses for the year for insured beneficiaries and

(b) build the trust fund to the level of a year's disbursements and
maintain it at that level. If the tax rate and the total cost (expressed as
a percentage of taxable payroll) are exactly equal in each year of the
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25-year projection period and all projection assumptions are realized,
with interest income will be sufficient to provide for
,
ax revenues along
benefits and administrative expenses for insured persons and to build
!he trust fund gradually to the level of a year's outgo by the end of
the period. Financing schedules generally are designed with rate
changes occurring only at intervals of several years, rather than with
to match exactly with projected cost
.ontinual. year-by-year
increases
To the extent increases
that small differences between the yearly costs
')f the program and the corresponding tax rates occur for short period.
of time and are offset by subsequent differences in the reverse direction.
:dequate financing will have been provided.
Table 19 shows the long-range cost estimates of the HI system a,
modified by the bill and as compared with the taxes provided. As indicated in this table, the HI tax rates scheduled in the bill would be
less than the total costs in nearly every year of the 25-year projection
period. Under the proposed financing schedule, the asses in the
trust fund as a percentage of a year's outgo decline from a level of 77
percent at the beginning of 1976 to a level of slightly over 40 percent
during the early 1980's. The assets in the trust fund decline very rapidly
thereafter, with the fund projected to be exhausted completely in
1987. This is true under present law and under the committee bill.
TABLE 19.-CHANGES IN ACTUARIAL BALANCE OF THE HOS-

PITAL INSURANCE SYSTEM EXPRESSED AS PERCENT OF
TAXABLE PAYROLL, BY TYPE OF CHANGE, PRESENT LAW AND
THE COMMITTEE BILL
Percent

Item

Actuarial balance under present law ..................
Increase in wage base for employers .............
Increase in earnings base for employees and selfem ployed persons ..................................

Revised tax schedule

..........................

Total effect of changes in bill ...................
Actuarial balance under bill ...........................

-1.16
+.07
+ .05

-. 18
-. 06
-1.22

Note: Expenditures and taxable payroll are calculated under the Intermediate
set of assumptions (alternative II) which Is described in the 1977 Report of the
Board of Trustees of the Federal Hospital Insurance Trust Fund. These assumptions Incorporate ultimate annual increases of 53/ percent in average wages in
covered employment and 4 percent in the Consumer Price Index, an ultimate
unemployment rate of 5 percent, and an ultimate total fertility rate of 2.1 children
per woman. Taxable payroll is adjusted to take into account the lower contribution
rates on self-employment income, on tips, and on multiple-employer "excess
wages" as compared with the combined employer-employee rate.
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TABLE 20.-ESTIMATED COST OF HOSPITAL INSURANCE SYS.
TEM AS PERCENT OF TAXABLE PAYROLL UNDER THE COMMITTEE BILL, FOR CALENDAR YEARS 1977-2001
tin percent]
fund
ExpendI
itures Trust
building
Calendar year

under the and mainprogram I tenance 3

Total cost
of the
program

Tax rats
in bill'I

Difference

-0.34
-. 26
-. 14
-. 25
.02

1977 ..........

1978 ............
1979 ............
1980 ............
1981 ............

1.99
2.11
2.10
2.22
2.36

0.15
.15
.14
.13
.12

2.14
2.26
2.24
2.35
2.48

1.80
2.00
2.10
2.10
2.50

1982.
1983.
1984.
1985.
1986.

2.52
2.68
2.86
2.98
3.13

.12
.12
.11
.11
.11

2.64
2.80
2.97
3.09
3.24

2.50
2.50
2.50
2.70
2.80

1987 ............
1988 ............
1989 ...........

1991 ............

3.29
3.47
3.67
3.84
4.02

.11
.11
.10
.10
.10

3.40
3.58
3.77
3.94
4.12

2.80
2.80
2.80
2.80
2.80

-. 60
-. 78
-. 97
-1.14
-1.32

1992.
1993.
1994.
1995.
1996.

4.20
4.38
4.57
4.75
4.92

.10
.10
.10
.09
.09

4.30
4.48
4.67
4.84
5.01

2.80
2.80
2.80
2.80
2.80

-1.50
-1,68
-1.87
-2.04
-2.21

5.09
5.28
5.45
5.63
5.80

.09

.09
.09
.09
.09

5.18
5.37
5.54
5.72
5.89

2.80
2.80
2.80
2.80
2.80

-2.38

3.73

.11

3.84

2.62

-1.22

1990 ..........

...

.

.

.

.

1997 .......

1998 .........
1999 ........
2000..........
2001.......
Average,'.....

-.
-.
-.
-.
-.

14
30
47
39
44

-2.57
-2.74
-2.92
-3.09

Ratio of benefit payments and administrative expenses for insured beneficiaries
to taxable payroll. Taxable payroll is adjusted to take into account the lower con.
I

tribution rates on self-employment income, on tips, and on multiple.employer
"excess wages."
fAlIowance for building the trust fund balance to the level of a year s outgo and
maintaining it at that level, after accounting for the offsetting effects of interest
earnings.
SRate for employers and employees, combined.
IAverage for the 25-yr period 1977-2001.
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III. REGULATORY IMPACT OF THE BILL
In compliance with paragraph 5 of rule XXIX of the Standing
Rules of the Senate, the following statements are made concerning thi,

regulatory impact of the bill.
The major purpose of the bill. as reported. is to improve the financing
of the social security program. While it will result in significant
economic impact on nearly all employers and employees. tie regulatorN
impact is expected to be minimal. What is involved is a higher tax
liability payable through the same mechanisms as under existing law.
The bill, as reported, does, however, include a number of provisions
related to the social security program benefit structure in addition
to the financing provisions. Aome of these, such as the revision of the
basic benefit formula, would have regulatory implications lrimarily
for the agency personnel who are responsible for calculating benefit
liability. Other provisions, however, do have some relatively 4-light
regulatory impact. A provision offsetting dependent spouses kxnefits
against public retirement pensions based on their own earnings would
require affected individuals to provide information about their public
pensions which is not required under present law. Some additional
paperwork would be required in verifying these pension amounts with
the agencies providing them.
A provision modifying the social security retirement test would
result, in a lessening of regulatory impact in that many individuals
who are now required to file annual earnings reports would no longer
have to do so.
The bill also contains sections related to welfare prograils. "lie .,e tion dealing with tl earned income (li-r,'gard provilion would miiodif*
and in manmy -uses reduce tie allow:ble ded actions under the program.
This wouid inv lve relations both imIplemeIntigt tie statutory provisions n1l to some extent interpreting tlieii (for exalilile. the bill provides that child care expenses woli be, allowed a- a deduction only to
the extent that the l)epartnent specifies as eavionable in regulation!).
The regulations would have an impact on tho, recil)ients who are
eni plowed.
The committee does not believe that the other lwrovisions of the bill
would have any significant regulatory Conisequences.
The numbers of persons affected by each of the provisions of the
bill, where available, are provided elsewhere in this report.

IV. VOTE OF THE COMMITTEE IN REPORTING
THE BILL
In compliance with section 133 of the Legislative Reorganization
Act of 1946, the following statement is made relative to the vote by
the committee to report the bill.
The bill was ordered reported by a voice vote.
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V. BUDGETARY IMPACT OF THE BILL
In compliance with section 252(a) of the Legislative Reorganization
Act of 1970 and sections 308 and 403 of the Congressional Budget Ackt
the following statements are made relative to the costs and budgetary
impact of the bill.
Pursuantto section 802 (d) of the Congresional Budget Act of 1974,
the Committee on Finance submitted a report (Senate Report 95-457)
to the Senate on September 29,1977, subdividing among programs the
allocations of budget authority and outlays designate for the committee in the conference report on the second concurrent resolution
on the budget for fiscal year 1978.
The Finance Committee allocationxs with respect to the programs
affected by this bill are reproduced below:
FINANCE COMMITTEE BUDGET ALLOCATIONS FOR FISCAL
YEAR 1978
[In billions of dollars]
Budget authority

Program

Outlays

ControlAll
ControlAll
able
other
able
other
amounts amounts Total amounts amounts

Social security ................
89.5 89.5
Assistance programs;
AFDC,SSI, etc..... -0.3
11.6 11.2
Fiscal relief for State
and local welfare
costs ................
+.5 ......... 5

-0.4
-. 3

Total

92.6

92.2

12.0

11.7

+.5 ........

.5

The amendments made by the bill are consistent with the totals
shown above for the program of social security. The fiscal relief provision in the bill provides for spending which is less by $0.1 billion than
the amount allowed for in the allocation report and the AFDC provisions in the bill have savings of $0.2 billion as compared with savings
of $0.3 billion assumed in the allocation report. The committee is simultaneously reporting the bill H.R. 7200 which has additional savings
in assistance programs. The net impact of the two bills would be well
within the amounts assumed in the allocation report issued by the
committee.
The committee consulted with the Congressional Bud t Office
(luring the course of deliberations on the bill. An estimate ofthe budgetary impact of the bill prepared by CBO was received by the commit-
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tee on November 1, 1977, and thisetimate is printed at the end of this

section of the report. The committee, however, elects to adopt as its estimatm for titles I and II of the bill the estimates prepared by the
Office of the Actuary of the Social Security Administration ezeept as
noted. The tables below show the estimates for the next 5 fiscal years.
of the cost and savings and revenue effects of the bill as ePoted
The committee notm that th estimated amount of benefit pym
in the first table will affect outlays but not budget aithority. The
revenue estmats shown in the second table will affect budget authority as well as revenues (an increase in revenues results in a corre-

sponding increase in budegt authority because permanent, law appropriates to the social security trust funds the amount which is collected as social security taxes). The bill has no revenue impact in
&mcalyear 1978. The committee is aware that the increase in revenues
under the social security program could be offset for unified budget
puUrposes by some decrease in general revenues because of the deductibility of employer taxes. Hower, economists have widely varying
opinions as to the extent to which employers absorb such increases
in the short run or pass them through to consumers. Accordingly, the
committee has not attempted to estimate this secondary impact of the
bill.

THE COMMITTEE BILL
UNDER
FUNDS
TRUST
SECURITY
SOCIAL
TABLE 21.-INCREASED REVENUES TO
[In millions)

Fund and fiscal year

Increased
base for
employers

OASDI:
$1,960
1978 .........................
... ""9,492
6,022
1980 .....................
1981 ...................... 6,337
6,525
1981 .............. ".......
.......... 6,681
1982.........
HI:

increased
base for
employees
and selfemployed

$147
675
14
515
675
1,001
1,143

$1,245
1,232
1,114
2,069
2,613
2,798

110
160
262
300

-1.245
-1114
2069
-2613
-2798

1983 ........................

436
1978.........................
............ 338
1979 .......
518
1980... .................
1779
.............
1981 ......
1,822
1982
.. .. . . 182
... ...............
1983........

OASDHI:
1978 ............. ...........
1979 .........................
1980 ...................
...............
1981 ....
1982 .........................
19 83 .........................

Z396
236
7,855
8304
8,503

Reallocation
between
funds

Increased
selfemployed
rate

$79
399
428

$1,202
1,841..
19841
5,716
7,912
8,475

Total

!i

$1,245
4,541
9492
14,87E
18,45C
19,52E
PIA £
I

-- 19 r- IF

-391
334
57
72
-676
1202
1,841

179
835
1263
1,443

Increased
tax rates

79
399
428

5,716
7,912
8,475

3777
9 9826
9,826
14,485
17,868
18,849

RESULTING FROM THE
PAYMENTS
BENEFIT
OASDI
ADDITIONAL
OF
TABLE 22.-ESTIMATED AMOUNT
COMMITTEE BILL, FISCAL YEARS 1978-83
[in millions]
1978

1979

1980

..

Increases in retirement test exempt amount........
resulting
Increase in benefits of surviving spouses,retirement
from 'deceased worker's delayed
c re dits ................... .........................
Decoupling based on wage-indexed earnings......
Offset to benefits of spouses receiving public retirement pensions.....................................
benefits...
Limit increases in actuarially reducedactuarially
reEliminate retroactive payments of
duced benefits ...........
Increase in contribution and benefit base.......
Total amount of additional benefit payments..
estimate of the
1 The committee has adopted the administration's
regarding benefits for
savings from the administration proposal from the related comdependent spouses as the estimated savings

1983

1982

1981
.

.

•

-,m
lb

I-m~l

$2t474

$29577

-133 4

7
-385

9
-763

12
-1,335

-136
-45

-310
-230

-496

-440

-696
-684

-944
-916

-1,202
-1,086

-292

-534

-546
3

-558
10

-563
23

690

168

$2,293
$2

4
-19

$29298

(q)

-471

1,204

mittee amendment offsetting
against such pensions.
Less than $500,000.

-577

government-employee

-568
47
-1,460
pensions
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TABLE 23.--COST OF PAYMENT FOR NONPROFIT ORGANIZATIONS AND GOVERNMENTAL ENTITIES'

Fiscal year

1978
*.........................................
*.. *.......
*....
1979 ..................................................................

1982 ..............................................
'Assumes appropriations action.

Billion

... ..... .

.............

$0
83

314

TABLE 24.-ESTIMATED ADDITIONAL AMOUNT OF OASDI BENEFIT PAYMENTS IN CALENDAR YEARS 1978-8M
[In millions)
Additional benefit payments by calendar year

Increases In retirement test exempt amount..........
Increase in benefits of surviving spouses, resulting
from deceased worker's delayed retirement
credits......

1978

1979

1980

1981

1982

$782

$1,991

$2,378

$2,486

$2,597

$2,677

3

4

5

7

10

13

. .. . . ..
. .. ..
0.................................
. . ..

Decoupling based on wage-indexed earnings...
Offset to benefits of spouses receiving public retirement pensions ................ o .................

. .

Limit increases in actuarially reduced benefits .......
Eliminate retroactive payments of actuarially reduced benefits

Increase in contribution and benefit base ............

-190

-90

*

*L

...

a

-

-

ai

1

J

•

I

.

4t

.

i

.

.

_ .

a ....
l

lil
a

, Tno committee has aoptea ne aominstration's estimate OT me
savings from the administration proposal regarding benefits for
dependent spouses as the estimated savings from the related com-

-31

-189

-461

-888

-1,509

--362

-545

-767

-1,008

-1,289

-559

-565

-569

-34

-773

-1,780

-280

-500

-751

-550
-.....................................424
-536

81

Total amount of additional benefit payments...
-..

mitte

1o

(1)

4

786

603

,- -

4_

i.

fil_.,

--------------...

-948

11

..

54

29

,..-A

---I

amendment omeiing governuuwu-amplu"O

against such pensions.
I Less than $500,000.

-1,157

--------

punwoua
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TABLE 25.--OOMMITTEE ESTIMATES OF THE COST IMPACT OF
WELFARE PROVISIONS OF THE BILL
[In millions of dollars]
Cost impact In fiscal yearProvision

1978

Fiscal relief ...........

Incentive payments

for low error rates...

Access to wage

(1)

State demonstration
Earned income

disregard '..........

1980

1981

1982

+ 400 ...................................

information .........

project authority....

1979

(I)

-175

(1)

(1)

(1)

(1)

C)

(')

(')

()

(1)

(1)

(1)

()

-230

-241

-261

-276

No precise estimate of the cost of Implementing these provisions Is available
(except that the demonstration project authority involves no new Federal funding).
I

However, the committee estimates that the net Impact of these provisions will be

a reduction In welfare costs more than offsetting any implementation costs.
I Based on Administration estimates adjusted for less than full year Impact
in 1978.
CONGRESSIONAL. BUDGET OFFICE ESTIMATE

The estimate received by' the committee from the Congressional

Budget Office is reprinted below:
CONGRESSIONAL

BuDGET Onrci,
U.S. CONGR8S,

ngton, D.C., November 1,1977.

Hon. Russ.LL 1.*N'iWa
Ckairnm, Committ

on Finance,

U.S. Seate, Wd

ongto,
D.C.

DzAw M. CHAIMAN: Pursuant to Section 403 of the Congressional

Budget Act of 1974, the Congressional Budget Office has prepared the
attached cost estimate for H.R. 5322 which includes the Socil Securit Amemenents of 1977.
Should the Committee so desire, we would be pleased to provide further details on the attached cost estimate.
Sincerely,
Awdcz M. RVIN, Director.
CONGREssIONAL

BuDGr OFc

COST ESTIMATE

NovMZRm 1, 1977.
1. Bill Number: H.R. 5322.
2. Bill Title: Act to provide duty free treatment for Istle (Provisions related to social security and welfare).

970 0 - 77 - 6
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8. Bill Status: Reported by the Senate Committee on Finante, November 1, 1977.
4. Bill Purpose: The primary purposes of this bill are (11 to
strengthen the financing of the social security system; (2) to reduce
the effect of wage and price fluctuation on the system s benefit structure; (3) to allow higher earnings for social security recipients; (4)
to eliminate certain pension related and windfall benefits; (5) to provide fiscal relief to states and to make certain changes in the program
of Aid to Families with Dependent Children.
5. Cost Estimate: Title L-Social security provisions,

ESTIMATED CHANGE IN OASDHI REVENUES, TRUST FUND
BASIS, FISCAL YEARS I
[in billions of dollars)

OASDI .............

1978

1979

1980

1981

1982

1983

1.3

5.0

10.0

15.8

20.3

21.6

19.9

22.1

HI................. -- 1.3

OASDHI .........

0

-. 6

4.4

.4

10.4

-. 2

15.6

-. 4

.5

ESTIMATED CHANGE IN BUDGET AUTHORITY FOR OASDHI,
FISCAL YEARS'
OASDI .............
1.5
5.3 10.7 17.7 27.4
34.2
HI ................. -1;4

OASDHI .........

.1

-. 7

-. 6

-. 4

-. 6

.7

4.6

10.1

17.3

26.8

34.9

Estimates based on Congressional Budget Office macroeconomic assumptions.

Estimated change in OASDI outlays, fiscalyears'
OASDI total:

Billions

1978 .........................
......... -$0.5
1979 .......................................
.2

1980
............................................................................
198
19821 ..................................................
..................................................

- .1
.5
--1.1

1983 ..................................................

- 1.9

'Estimates based on Congressional Budget Office macroeconomic assumptions.

Titl 11.-Miscellaneous (negliible cost).

Tile lll.-Certain provisions- relating to fiscal relief and welfare
benefits.
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ESTIMATED CHANGE IN OUTLAYS, FISCAL YEARS'
(In millions of dollars]

Fiscal relief for
States with respect
to AFDC programs.
Improved Administration establishment of quality
control system for
the AFDC pro-

grams .............

1978

1979

1980

1981

1982

400.0

0

0

0

0

-. 6

-. 6

-. 7

-. 7

-. 8

Access to wage
0
0
0
0
0
information ...
State demonstration
0
0
0
0
0
projects ............
Earned income
disregard ........... -175.0 -230.0 -241.0 -261.0 -276.0
Subtotal title III..

224.4 -230.6 -241.7 -261.7

-276.8

Estimates based on Congressional Budget Office macroeconomic assumptions.

6. Basis for Estimates (major components).
Title .- Provisions Relating to the Old-Age, Survivors, Disability
and Health Insurance Program
A. REVENUE ISTIATES

The table in Part 5 shows the differences in revenues between cur-

rent law and Sections 101, 102, and 103 of the Finance Committee

proposal. Section 101 raises the amount of wages upon which the
employer pays social security taxes to $50,000 effective in calendar year
1979. Section 102 raises this base for employees to the sum of what it
would be under current law plus increments of $600 each in calendar
years 1979,1981,1983 and 1985.
Section 103 advances the tax rates for employers and employees
beginning in calendar year 1979. There is also a iealignment of rates
from the 'hospital insurance portion of the program to the old age
survivors and disability portion. In addition, the historical ratio oi
self-employed rates to wage earners rates is restored to 1.5.
Budet. authority f~r OASDI under the bill would increase by
approximately the same amount as receipts in fiscal year 1978, and

by greater amounts in subsequent years because of additional interest
generated by the larger trust fund balances. Budget authority for the
HI account falls because of reduced revenues and reduced interest.
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IL CIAMO

AM

T

OUTKAYS

The table below summarizes the major provisions affecting OASDI
outlays:
(In billions of dollars]
Fiscal years-

1978

1979

1980

1981

Decoupling ............................. -0.02 --0.13 -0.39
Raise exempt amount in
earnings test .........................
1.20
1.39
1.51
Allow widows to collect Increased benefits of hus(1)
band's delayed retirement..
Pension offset to spouse
benefit ...................... -0.17
Limit windfall increases for
early retirement ............. -.05
-.29
Limit on retroactive benefits..
Total ....................

-.51

1982

1983

-0.76

-1.34

1.63

1.77

(:)

.01

.01

.01

.01

-.27

-. 41

-.43

-.53

-.64

-.23
-.53

-.45
-.55

-.68
-.56

-. 91
-.56

-1.17
-.57

.15

-.14

-.54

-1.12

-1.94

:Less than $5,000,000.

Section 104.--Stabilization of replacement rates in the old-age, survivors, and disability insurance programs.
This provision changes the procedure for calculating primary insurance amounts for persons becoming eligible for old-age, survivor or
disability benefits, starting January 1,1979.
The new system is "decoupled" in that primary insurance amounts
(PIA's) for new beneficiaries will be determined by a different procedure than will be used to index benefits of existing beneficiaries. For
the latter group, benefits will in effect be subject to the same automatic
adjustments for changes in the Consumer Price Index as under current
law.
Under the new procedure the PIA for new beneficiary awards would
be calculated as: 92 percent of the first $180 of average indexed monthly
earnings (AIMIE), 88 percent of the next $895 of AIME and 15 percent of AIME over $1.075. The "bend points" in the formula are to be
adjusted (i.e., indexed) each year for changes in average wages. As
indicated in the bill the adjustments would be based on changes in "the
average of the wages (as so defined) of all employees as reported.to
the Secretary of the Treasury for the calendar year 1977." The precise
construction of the average of the total wages is not specified by the
bill, but is to be defined in regulations of the Secretary of Health, Educationtand Welfare.
Because of the dependence on "wage indexing in the new procedure,
it is difficult to estimate the effects on costs of the new decoupled
formula without knowing how "the average of the total wages" would
be measured. One interpretation would be that an actual wage index
would be constructed in a manner analagous to that of the Consumer
Price Index. Such an index would be adjusted for changes in the
experience and skill of the work force and would be unaffected by
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changes in hours and weeks worked per worker. Another interpretation of the bill would be that total wages would be the sum of wages
subject to withholding, as reported to the Internal Revenue Servmce,
and divided by the number of individuals reported on the withholding
statements. In this case the change in average wages could be quite
in
unpredictable and would be affected by factors such asi changes
of
rte
the
changes
by
and
individual
per
worked
hours and weeks
job turnover (since the number of different employees each wage
earner works for would affect the total number of workers as reported
by employers on their W-2 forms).
The actuaries of the Social Security Administration have made the
above estimates of the effect of decoupling (including the changes in
the minimum benefit and the delayed retirement increment). The actuaries' estimates assume that for purposes of implementing the decoupling proposal "average earnings" would increase at a rate consistent with that shown in the 1977 trustees' report. The new benefit
formula yields a saving over current law because under the trustees'
assumptions of future inflation, the relation between benefits and past
earnings would rise faster than under the provisions of the bill.
&Section
I9.--Change in retirement test.
This section would raise the amount a retiree may earn without losing
benefits to $4,500 ($375 per month) in calendar year 1978 and $6,000
($500 per month) in 19'l9, with subsequent increases indexed to increases in annual earnings. Under current law, the earnings test is
scheduled to be $3,240 and $3,480 in 1978 and 1979, respectively.,
For this estimate, 1973 and 1975 actual earnings and benefit distributions were used, projected forward using the current CBOeconomic assumptions. It is assumed that the relationship between lifetime
earnings and earnings in retirement remain the same over time.
These estimates are presented in two parts. The first refers to those
individuals already on the social security rolls but receiving reduced
benefits. (Persons 65 years and over receiving medicare but losing all
retirement benefits are included.) This group could continue to earn
the same amounts and receive higher benefits under the new provision.
Approximately half of the total cost for this section can be attributed
to this group of retirees. (The fiscal year 1979 figures include that
part of the calendar year 1978 cost paid retroactively in fiscal year
1979.)
The second group of individuals to be affected are those who are not
currently retired but may be induced to file for OASI benefits under
this provision of the bill. These people had no reason to file before,
since they would have lost all or most of their benefits under the current law earnings test. It is assumed almost all of the working 65--71
year olds have filed for social security for the medicare benefit even
though they might lose all other benefits because of earnings. Therefore, this second group consists of persons aged 62 to 64 years, who are
not entitled to medicare but are induced to file for benefits at the reduced benefit for early retirees as a result of the change in the.earnings
test.
For this second group of individuals, three possible paths of increases in beneficiaries were estimated based on three types of assumptions The final estimates use the median path. The median path projects 195.000 additional 62-64 year olds (and dependents) would have
to be paid benefits for the first time when they sign up.
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The following tables summarize the relationships. Table Y shows

how the median path would change the percentage of eligibles who
are retired (for men) versus the historical flow. There has been a

steady 2-4 percent annual increase of this age group onto the rolls.

even with major changes in the earnings test, such as in 1972-73. The

median path predicts an additional 2-3 percent increase (for men)

onto the rolls when the law becomes effective. The high and low paths

assume higher or lower increases in this rate of increase. Equivalent
paths have also been calculated for women.

TABLE X.-COST TO CHANGE IN EARNINGS TEST
UNDER THREE ALTERNATIVES
(By fiscal years; in billions of dollars]
1979

Total cost, 62 to 71-year-olds: '
Median path ................ 1.20
High path ..................
1.49
Lowpath
...........
96
Cost for 62 to 64-year-olds:
Already filed ..............
. 38
Induced to file:
Median path .........
.43
High path ............. 73
Low path ..............
19
Total cost, 65 to 71-year-olds..
.38

1980

1981

1982

1983

1.39
1.68
1.16

1.51
1.82
1.26

1.63
1.97
1.36

1.77
2.13
1.47

.48

.51

.56

.60

.43
.72
.20
.48

.47
.79
.22
.52

.52
.86
.24
.56

.57
.92
.26
.60

,41 Includes retroactive to Jan. 1, 1978, for fiscal year 1979.

TABLE Y.-MEN 62-64, MEDIAN PATH GROWTH ONTO SOCIAL
SECURITY ROLES

Calendar year

Eligible
to retire
(1977-83
estimated)

1972 ........
1973 ........
1974 .......
1975....
1976.
1977......
1978...
1979 ........
1980
1981.......
1982 ........
1983 ........

2,040
2,053
2,077
2 104
2,108
2122
2,136
2150
2,165
2,179
2,194
2v209

Actual
number Percent of
retired
eligible
(1977-83
who are
esti- retiredold law
mated)

635
690
753
787
849
897
948
1,002
1059
1,120
1,183
1,250

31.13
33.61
36.28
37.41
40.28
42.27
44.38
46.60
48.91
51.40
53.92
56.59

Total
addiPercent of
tional
eligible
benefiwho are
ciarles
Total
retired
under
under
under
new law
new law 'new law

60
124
128
132.
136
140

1,008
1,126
1,187
1,252
1,319
1,390

47.19
52.37
54.83
57.46
60.18
62.92
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Secio

lS .- Pension offset to dependents' benefits.
Under this provision, social security benefits to spouses or surviving
spouses would be reduced by the amount of any federal, state or local
provision payable to the spouse. The provision would apply to all those
filing for spouse benefits after October 31, 1977. Those husbands and
widowers, therefore, who lad newly become eligible for benefits as a
result of the Goldfarb decision would lose their eligibilit for these
benefits if they had not filed before that time and if they had a sufficiently large governmental pension.
As shown in the summary table, CBO estimates that the pension offset provision would save approximately $166 million in fiscal year
1978. As of August, 1977 about 31,000 husbands and widowers had
applied for benefits as a result of the Goldfarb decision. It was estimated that another 10,000 would file before November 1, 1977. That
would leave some 110,000 who would have been eligible under the
Goldfarb decision but had not filed by November, and an additional
12,000 men estimated to become newly eligible. Assuming that benefits
for these husbands and widowers would average $1,215 for the months
remaining in fiscal 1978, gives an estimate of $148 million in savings
for husbands and widowers for the year, as a result of the provision.
To this is added an estimate of 10,000 wives and widows with governmental pensions who would receive reduced (or no) social security
Ibnefits as a result of the provision, leading to savings of $18 million
in fiscal 1978. Estimates for years after 1979 were made by projecting
the group forward with the use of current mortality data and by
adding in those estimated to become newly eligible in future years.
Benefits were increased based on CBO's current macroeconomic
assumptions.
These estimates are based on very limited data on the number of men
and women estimated to receive state and local government pensions
and civil service pensions and on a more detailed study of the collection
of social security benefits by persons with civil service pensions.
Title III.,ection 30L--Fiscal relief for States with respect to AFDC pro.
grams

This section would provide for $400 million in fiscal relief to states
shortly after October 1, 1977. The allocation of the funds to states
would be reckoned such that each state's proportion of the $400 million
is an average of its proportion of AFDC costs for December 1976 and
a proportion based on the revenue sharing formula.
The cost of this provision for fiscal year 1978 is simply the $400 mil.
lion in payments to states made shortly after October 1, 1977.
Fiscal year:

1978 .....................................

Millions

$400

1979 .....................................................................
1980 . ......... .......................................
1981
1982 .....................................
.................................................

0
0
00

Section,.1 0.-Improved Administration establishment of quality
control system for the aid to families with dependent children
programs.
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As an incentive to states to reduce errots, this provision would
establish a system of monetary rewards for states which reduce their
calculated error rates below 4 percent (the further below 4 percent,
the greater the reward).
Providing a financial reward for quality control would result in a
cost, but this would be offset by the saving which resulted from reduced
state overpayments. At this time, very few states, and only two major
AFDC states, are within a practical range of reducing their error rate
below the 4 percent base level anytime in the near future. Coupled
with the fact that the provision provides a relatively small monetary
incentive to states, CRO estimates that no major costs or savings will
result from this provision.

Fiscal year:
1978..................

Millions

.......................

-$0.6

1979 ..........................................-.
6
1980 ..........................................-.
7
1981...........................................-.7
1982....................................

-. 8

Section 3S.-Access to wage information.
This provision would make available to states wage information
contained in the records of the Social Security Administration and
employment compensation agencies. Though there would be both
costs and potential savings, the magnitude of neither is known.
Costs would be incurred for the administrative expense of processing the records. Savings would be incurred if matching the records
u.ncovered illegitimate payments. Savings are particularly illusive
because the information from SSA records could be as old as eighteen
months so that the data may not be timely enough to be useful to the
states.
Section 30.-Earned income disregard.
This provision would do four things to the formula for calculating
the amount of income subtracted from the monthly AFDC payment:
(1) It would change the way child care expenses are handled. Currently all child care expenses are disregarded in calculating the AFDC
benefit. Under this proviion income used to calculate the disreard
would be reckoned net of child care expenses; (2) It would raises the
standard income disreard from $30 to $60 per month for full time
workers (part-time workers would remain at $30) ; (3) The formula
for the disreaurded proportion of income (net of child care expenses)

over $60 ($30 for part-time workers) would be calculated as one-third
of net income between $60 and $360 per month and one-fifth of net
income over $360 per month; and (4) It would eliminate work expenses as a disregard.
Changes 1 and 3 would have the effect of lowering the proportion
of child care expenses which would be disregarded from the full
amount to about two-thirds of these expenses.
The overall effect of this provision would be to sharply reduce the
share of income working AFDC recipients could keep-from an
estimated 71 percent to 53 percent. This effect occurs primarily because
of the elimination of the work expense disregard. CBO estimates that
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the lowered incentive for persons to work and collect AFDC payments
at the same time would result in as many as 100,000 fewer people who
work while on AFDC out of approximately 500,000 who curreptly
work while collecting AFDC. This change in the composition ot workerson AFDC wouldbe the result of three thins: (11 Some would drop
or them to qualify
off AFDC because their income would be too
for AFDC payments under the new provision: (2) Some would curtail working or quit work entirely because working would no longer pay
enough to be financially advantageous; and (8) Some would not go
on AFDC because the AFDC-work combination would become less
attraitive."Tere are thus mixed effects on AFDC costs resulting from
this prov'isin.
Section X05.--State demonstration projects.
This rovision would allow States to use what would have been their
Federal share of AFDC payments to help pay AFDC. recipients who
work in public service demonstration projects (on a voluntary basis)
instead of collecting AFDC. Additional costs for salaries over and
above the AFIDC amount would be covered by State revenue sharing
funds. It is the legislative intent that no additional State administrative costs will be incurred. Therefore, it is assumed thiLt there will be no
significant increase in Federal 6osts as a result of this provision.
Eliminating the work expense disregard and lowering the roportion of child care costs disregarded would result in lower AP DC costs.
However, raising the standard disregard and the fact'that some people
will choose to work less and collect more AFDC would partially offset
the cost saving. The indirect effect of less people on AFDC would, of
course, result in some additional savings. CBO estimates that should
this provision be adopted, it would result in a net savings of $175 million in fiscal year 1978.
Millions

Fiscal ear:
178-$175
1979
1980

-20.............
-- 241

-261

1981

..................... ...................- 276
1982 .........7. Estimate Comparison: None.
8. Previous CBO estimate: None.
9. Estimate Preparedby : June O'Neill, Stephen Chaikind, Al Peden,
Deborah Kalcevi, Mickey Levoy.
10. Estimate Approved by:
O'Nuxu

JuNE

(For James L. Blum,
(Assistant Director for Budget Analysis).
VI. CHANOM IN EX

ING LAw

In compliance with paragraph 4 of rule XXIX of the Standing
Rules of the Senate, change m existing law made by the bill 2 as reported, are ihown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed is shown in roman) :
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SocIL Sncuxrry Act,

As AmzxDm

TiTLE H-FEDERAL OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE BENEFITS
Federal Old-Age and Survvors lnurance Trust Fund and
Federal Disability Insurance Trust Fund

Section 201. (a) 0 0 0
(b) There is hereb created on the books of the Tressury of the

United States a trust fud to be known as the "Federal Disability Insurance 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
ouppropriated to the Federal Disability Insurance Trust Fund for the
fisal year ending June 80, 1957, and for each fiscal year thereafter, out
of any moneys m the Treasury not otherwise appropriated, amounts
equivalent to 100 per centum of(1) (A)
of 1 per centum of the wages (as defined in section
8121 of theaInternal Revenue Code of 1954) paid after December 31, 1956, and before January 1, 1966, and reported to the Secretary of the Treasury or his delegate pursuant to subtitle F of
the Internal Revenue Code of 1954, (B) 0.70 of 1 per centum of
the wages (as so defined) paid after December 31, 1965, and before January 1, 1968, and so reported, and (C) 0.95 of 1 per
centum of the wages (as so defined) paid after December 81,
1967, and before January 1, 1970. and so reported, (D) 1.10 per
centum of the wages (as so defined) paid after December 81,
1969, and before January 1, 1978, and so reported. (E) 1.1 per
centum of the wages (as so defined) paid after December 31.
1972, and before anuary 1, 1974. and so reported, (F) 1.15 per
centum of the wages (as so defined) paid after December 81, 1978.
and before January 1 1978, and so roorted, [(G) 1.2 per centum
of the wages (as so Aefined) paid after December 81, 1977, and
before January 1, 1981, and so reported, (H) 1.3 per centum of the
wages (as so defined) paid after December 34 1980, and before
January 1, 1986 and so reported, (I) 1.4 per centum of the wages
(as so defined) paid after December 31, 1985, and before January
1, 2011, and so reported, and (J) 1.7 per centum of the wages
(as so defined) paid after December 31, 2010, and so reported,
which wages shall be certified by the Secretary of Health, Education, and Welfare on the basis of the records of wages established
and maintained by such Secretary in accordance with such

reports; and] (G) 1.550 per centum of the wages (as so deflned)
paid after December 31, 1977, and before Ja. ury 1. 197.9, and so

roporte4, (H) 1.,00 per centum of the vages (at so defned) paid
after Decomber *1, 1978, and before January 1. 1981. and so reported (1) ISM5 per cevitum,of Mhe tffages (as so deflm) paid after
December J1, 1980, and before January1, 1986. and so 1vpertd
(J) 1900 per century of tMe wages (as so deSnd) paid after De-
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cenberJ1,1984, and before Italuw , ,1990, and so rpd
K
JO0 per wnwa o tAM wagee (as so delfed) pasid after Deoember
319,989, and be/ore J~afaua 1, 1996, (L 94O0W
centum of thoe
amount of the wages (M so dewd) p after Deemb1erl,1994,
an4~before JanumV 1,9(001,
870per centum of the amount of
te wage. (as so dewd)
December31 W0, and befo"
Jamsay1, 011, and (N 300 per centum oftAe amon of the
wage. (as so defated) paid after December 31, 010, and so reported, which waqes shall be certifed by the Secremt
of Health,
Eduaatio4and Welfare on the basts of the reoent of wage"established and maisned by swh Semeary in acordance with aiwh
(2) (A) % of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code
of 1954) reported to the Secretary of the Treasury or his delegate
on tax returns under subtitle F of the Internal Revenue Code of
1954 for any taxable year begnning after December 31, 1956, and
before January 1, 1966, (B) and 0.525 of I per centum of the
amount of self-employment income (as so defined) so reported for
any taxable year beginning after December 81, 1965, 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 taxable year beginning after December 81, 1967, and before January 1, 1970, (D) 0.825 of 1 per centum of the amount of selfemployment income (as so defined) so reported for any taxable
year beginning after December 81, 1969, and before January 1,
1978, (E) 0.795 of 1 per centum of the amount of self-employment income (as so defined) so reported for any taxable year
beginning after December 81, 1972, and before January 1, 1974,
(F) ~.815 of 1 per centum of the amount of self-employment
income (as so defi
) as reported for any taxable year beginning
after December 81, 1978, and before January 1, 1978, C(G) 0.850
of 1 per centum of the amount of self-employment income (as so
defined) so reported for any taxable year beginning after December 81, 1977, and before January 1, 1981, (H) 0.90 of I per centurn of the amount of elf-employment income (as so defined) so
reported for any taxable year beonning after December 81, 1980,
and before January 1, 1986, (I) 0.990 of 1 per centum of the
amount of self-employment income (as so defined) so reported for
any taxable year
inning after December 31, 1985, and before
January 1, 2011,
(J) 1 per centum of the amount of selfemployment income (as so defined) so reported for any taxable
year beginning~ after December 81, 2010, 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] (G)
L.o per enum of the amount of wef-em.om
inome (,a so
ed) so pt
for any taxable year be.gimdng after Deoember 31, 1972', and before Jauary1,19799 (H) 1.040 per eenm of
the amount of self-employment income (a. -todefined) so rV7ported
for anyj twable year Zeguzihg after December 91,1Y978, isad be-
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fore JatwAy 1,1981, (1) I.575 per centum of the amount of self.
mincoie
(as so deftned) so reported for any table
Weaw
after December 31, 1980, and before J
a 1.
IM58, (1) 14M6 per Centum of the mount of el ftGyen
iscie (as sto defined) so reord
feaytbeear
Ciwiin
ofter December31, 19&O, amd be
Jau671,198a, (rKy I.6 per
centumof the amount of self-employment income (as so defned) so
reported for a taabl year
-g
mewg after Deember Si,1990,
and before January1, 195, (L) L&ON per centum of the amount
of elf-em
icome (as so defined) so reported for any
tewable year Dginningafter December31, 199, and before January 1, 091, (M) .095 per centum of the amount 1 elfmploy.
ment inaom (as so detied) so reportedfor any tamable year beoo*
ning after December31, W0, and before January 1, 2011, and ?N)
2"8O per cenfum of the amount of self-employment income (an
so deyue) so reported for any taxable year being
afUr Deoember 31, 0010, ohick self-employment inoune shall be oft~fled
by the Secretary of Health, Eduoation, and Welfare on the basu
of the reoorde of se-empl
e income established and maintaned by the Secretary of Heal, EdUwatio%, and Welfare in accordanei oith sucwk returns.
Old-Age and Survivors Insurance Benefit Payments
Old-Age lsurane Benefits

See. 202. (a) Every individual who(1) is a fully insured individual (as defined in section 214(a)),
(2) has attained age 62, and
(8) has filed a pplication for old-age insurance benefits or was
entitled to disability insurance benefits for the month preceding
the month in which he attained the age of 65,
shall be entitled to an old-age insurance benefit for each month, beginning with the first month after August 1950 in which such individual becomes so entitled to such insurance benefits and ending with
the month preceding the month in which he dies. Except as provided
in subsection (q) and subsection (w), such individual's old-age insurance benefit for any month shall be equal to his-irimary insurance
amount (as defined in section 215(a)) for such month.
Wife% Insurance Benefits

(b) (1) The wife (as defined in section 216(b)) and every divorced
tvife (as defined in section 216(d) ) of an individual entitled to old-age
or disability insurance benefits, if such wife or mch divorced wife(A) has filed application for wife's insurance benefits,
(B) has attained age 62 or (in the case of a wife) has in her
care (individually or jointly with such individual) at the time of
filing such application a child entitled to a child's insurance benefit on the basis of the wages and self-employment income of such
individual,
(C) in the case of a divorced wife, is not married, and
(D) is not entitled to old-age or disability insurance benefits
or is entitled to old-age or disability insurance benefits based on
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a primary insurance amount which is less than one-half of the
prmary insurance amount of such individual,
shall (subject to subsection (s)) be entitled to a wife's insurance benefit for each month beginning with the first month 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 occurst E) she dies,
F) such individual dies,
0) 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 been married to such individual for a period of 20 years
immediately before the date the divorce became effective,
(H) in the case of a divorced wife, she marries a person other
than such individual,
(I) in the case of a wife who has not attained age 62, 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 individual, or
(K) such individual is not entitled to disability insurance benefits and is not entitled to old-age insurance benefits.
(2) Except as provided in subsection (q) and pargnzpla (4) of
this aubsectWn, such wife's insurance benefit for each month shall be
equal to one-half of the primary insurance amount of her husband
(or, in the case of a divorced wife, her former husband) for such
month.
(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 hPs 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 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 nnder subsection (d), the nrecedinm 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 bv reason of his death.
(1) (A) The amount of a wife's i"surance bene/Et for each month
a, determined after application of the provision. of subsections (q)
ond (k) shall be reduced (but not below sro) by an amount equal
to the amount of anv monthly benet payable to such wife (or divored wife) for sw month which is based upon her earnings whie
in the service of the Federal Goernmwnt or car State (or politicalsubditision thereof as defined 'nsection 218 (b) () ) if, on the last dav she
,eas employed bu such entitv. such service did not constitute "employment" aA defitnedin section 1O.
(B) For purposes of this pararaph, any periodjo benefit nhich

othmwiye meets the requdi'ments of sta
naraarapk (.A), but which is
Paid on other than a monthly basis, shall be allocated on a basis eauivalent to a monthly beeft (as determined by the Swrearij) and such
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(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
K(C) was receiving at least one-half of his support, as determined in accordance with regulations prescribed by the Secretary, from such individual(i) if she had a period of disability which did not end
prior to the month in which she became entitled to old-age
or disability insurance benefits, at the beginning of such
period or at the time she became entitled to such benefits, or
(ii) if she did not have such a period of disability, at the
time she became entitled to such benefits,
and filed proof of such support within two years after the month
in which she filed application with respect to such period of disability or after the month in which she became entitled to such
benefits, as the case may be, or, if she did not have such a period,
two ears after the month in which she became entitled to such

beensand]

C(D)(C) is not entitled to old-age or disability insurance

benefits, or is entitled to old-age or disability insurance benefits
based on a primary insurance amount which is less than one-half
of the primary insurance amount of his wife,
shall be entitled to a husband's insurance benefit for each month, beginning with the first month after August 1950 in which he becomes so
entitled to such insurance benefits and ending with the month preoeding the month in which any of the following occurs: he dies, his wife
des, they are divorced, 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
wif, or his wife is not entitled to disability insurance benefits and is
rot entitled to old-age insurance benefits.
[(2) The provions of subpargraph (C) of paragraph (1) shall
(subject to subsection (s)) note applicable in the case of any husband
who-C(A) in the month prior to the month of his marriage to such
individual was entitled to, or on application therefor and attainment of age 62 in such prior month would have been entitled to,
benefits under subsection (f) or (h);
. (B) in the month prior to the month of his marriage to such
individual had attained age eighteen and was entitled to, or on
application therefor would have been entitled to, benefits under
subsection (d) ; or
C(C)in the month prior to the month of his marriage to such
individual he was entitled to, or on application therefor and attainment of the required age (if any) would have. been entitled

8s
to, a widower's, child's (after attainment of aMe 18), or parent's
nurance annuity under section 5 of the Railroad Retirement Act
of 1937, as amended.],

(8) (A) The amount of a husband'sI8
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(8) E
pt as provided in subsection (q) andvdph
(.0.!
this 8ubsectisn, such husband's insurance benefit for each month shall
be equal to one-half of the primary insurance amount of his wife for
such month.

(4) (A) The amount of a husband'sirtranowbenfifr each month

a* detemnned after application of the proitn of ubsections (q)
and (kc) shall be reduced (but not below zero) by an amount equal to
the amount of a monthly bene payable to auw kuaband fore?.
month tohichi based upon his earnings while in the service of any

unit of Fdderal, Stage, or local goveinmet if, on the laut doy he was
a by such unit, suoh seice did not constitute "emp&ry
lo!d
as dep ein setion210.
parar

eat"

(B)Ay beneft which otherwise meet the requir-ments of sub-

php (A), but which is paid on other than a monthly basts, skaR

be recmlpited'on a bails eqijivagont to a wonth~y bene# t(as determined by the Sece"r).-and such equivalent monthly benellt shall
mwontiste a monly benefit puroses of subparagrapA (A).
Widow's Inoumrne Benefits

(e) (1) The widow (as defined in section 216(c)) and every surviv-

ing diveoed, wife (as defined in section 216 (d) ) of an individual who

died a fully insured individual, if such widow or such surviving di-

vorced wf-

A)is not married_

(B)(i) has attained age 80, or (ii) has attained age 50 but has
not attained age 60 and is under a disability (ass defined in section 228(d)) which began before the end of the period specified
inparagraph (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
and saif-employment income of such individual, for the mofth
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preediing the month in which he died, and (I) has attained age
65 or (i) is not entitled to benefit under subsection (a) or section 228, or
(ii) was entitled, on the basis of such wasee and self-e ployment income, to mother's insurance benefits for the month preceding the month in which she attained age 65, and
(D) is not entitled to old-age insurance benefits or is entitled
to old-age insurance benefits each of which is less than the primary insurance amount of such deceased individual, shall 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
insurance 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 (8)) in which she becomes so entitled to such
insurance benefits, or
0(i)the first month during all of which she is under a disability and in which she becomes so entitled to such insurance
benitt, but only if she 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
e edin paragraph (5) and (11) after the month in which
such benefits ton such basis
a previous entitlement
.tarmi.
- -- to-"lefrtm
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 insurance 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 oft or
before the last day of such third month).
(2) (A) Except as provided in subsection (q), [paragraph (4)]
(4) and (8) of this subsection, and subparagraph (B)
0
a
such widow's insurance benefit for each month shall
of this pa
be equal to the primary insurance amount (as detmed after application of the folloiunqsentence) of such deceased individual. If such
deeasd individa ions (or upon aPp14vAt6n would have been)
to an old-age nsuwnwe benet wAich was increased (or subentd
ject to being &emed) on account of delayed retirementwider the
pro~ieonsof subsection (wo), Amen for purposes of this aubetion,
such, iddt
Prs
piNerkmmmee onoWt shall -be deemed to be
eq"a to the old-aqe iustwnc benefit (increased, where a~liaable,
215(f)
.ion (5) or (6) and under section .15(i) a ifsuch inu derwe
div'idual were .til alve in the case of an indiridal woho hua died)
tchik
A wa reewisgorwould upon appliato have received) for
the month prior to the month in tehich he died, and (nwtwithtma n
the QvW of pavagraph (3) of such aubeention (w)) the number
de
w, m onth M ts month of the
San
.of intmwnt mo6nth shrilZ
Calendaryew in wv h he died, prior to the month in whi h he died,
rph (9) of suSI& subsection (wo).
which satiefy the condtitions in poar
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(B) If the deceased individual (on the basis of whose wagesand
is en9elf~emplo~ment income a widow or surviving divorced wife~
any
at
was,
titled to widow's insurance benefits under this subsection)
time, entitled to an old-age insurance benefit which was reduced by

reasn of the application of subsection (q),the widow's insurance
benefit of such wilow or surviving divorced wife for any month shall,
if the amount of the widow's insurance benefit of such widow or surviving divorced wife (as determined under subparagraph (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 116(f) (6) were applied, where appUoble, and
(ii) .8216 percent of the primary insurance amount of such deceased individual,
be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).
(3) In the case of a widow or surviving 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 eighteen and is
entitled to benefits under subsection (d),
sch widow's or surviving divorced wife's entitlement to benefits under
this subsection shall, notwithstanding the provisions of paragraph (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 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) If a widow, after attaining the age of 60, marries an individual
(other than one described in subparagraph (A) or (B) of paragraph
(3)), such marriage shall, for purposes of paragraph (1), be deemed
not to have occurred; except that, notwithstanding the provisions of
r'arap ph (2) and subsection (W), such widow's insurance benefit
for the month in which such marriage occurs and each month thereafter Prior to the month in which the husband dies or such marriage is
otherwise terminated, shall be evul to one-half of the primary insurance amount of the deceased individual on whose wages and selfemnlovment income such benefit is based;
(5) The period referred to in paraswranh (1) (B) (ii), in the case of
any widow or surviving, divorced wife, is the period beginning with
whichevwr of the folInwing is the latest:
(A) the month in which occurred the death of the fully insured
individual referred to in parawraph (1) on whose wages and selfemployment income her benefits are or would be based, or
(B) the last month for which she was entitled to mother's insurance benefits on the basis of the wages and self-employment
income of such individual, or
(C) the month in which a previous entitlement to widow's insurance benefits on the basis of such wages and self-employment
income terminated because her disability had ceased.
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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
the month with which such period began.
(6) The waiting period referred to in paragraph (1)(F), in the
ease of any widow or surviving divorced wife, is the earliest period of
five consecutive calendar months-(A) throughout which she has been under a disability, and
B) which begins not earlier than with whichever of the following 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 102(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) including
for this purpose the increase provided effective for Marih 1974, a.
though such redetermination had been made.
(8) (A) The amount of a widow's insurance benefit for each mo-nth
as determined (after application of the provisions of subsection (q),
pararaph(2)(B) , ansd paragraph. (4)) hall be reduced (ut nt
bslow zero) by an amount equal to the amount of atty monthly ene fit
payable to sw widow (or swuiving divorced wife) for suc month
whioh i8 based upon her earnings while in the service of the Federal
Government or any State (or any political aubdivieion thereof, as
defined in section 818(b) (2)) if, on the last day she was employed
by suck entity, such service did not constitute "em ployment" as defined
in section 910.
(B) For purposes of this paragraph, any periodic benfit which
otheoWi meets the requirwnte of sub
rap (A), but to
is
paid on othdr than a monthly basis, #ha11 be allocated on a basis equivalent to a monthly beeft (as determined by the SB erawy) and such,
quitlefnt monthly befit skall costitute a monthly benet for purpoes of 8ub
at
grapk (A). For purposes of this suparagraph., the
terma
periodicc benefit"induwee a bemwt# payab"
a lump sum if it
a a commutation of, or a substitute for, periodic payment.
Widower's Insurance Beneflt
(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 (i) has attained age 50 but has
not attained a" 60 and is under a disability (as defined in section
223(d)) whieh began before the end of the period specified in
paragraph (6)

(C) has file application for widower's insurance benefits or

was entitled to husband's insurance benefits, on the basis of the

wages and self-employment income of such individual, for the

month preceding the month in which she died, and (I) has at-
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tained age 65 or (II) is not entitled to benefits under subsection
228,
or section
(a)C(D)
(i) was receiving at least one-half of his support as determined in accordance wih regulations prescribed by the Secretary,
from such individual at the time of her death or, if such individual had a period of disability which did not end prior to the
month in which she died, at the time such period began or at the
time of her death, and filed proof of such support within two
years after the date of such death, ov, if she had such a period of
disability, within two years after the month in which she filed
application with respect to such period of disability or two years
after the date of such death, as the case may be, or (ii) was receiving at least one-half of his support, as determined in accordance with regulations prescribed by the Secretary from such
individual at the time she became entitled to old-age or disability
insurance benefits or, if such individual had a period of disability
which did not end prior to the month in which she became so
entitled, at the time such period began or at the time she became
entitled to such benefits, and filed proof of such support within
two years after the month in which she became entitled to such
benefts, or, if she had such a period of disability, within two
years after the month in which she filed application with respect
to such period of disability or two years after the month in which
as insurance
the case may
bej or is ensuch benefits,
she became(D)
entitled
benefits,
to old-age
is not to
entitled
[(E)I
title o oid-age insurance benefits each of which is less than the primary insurance amount of his deceased wife.
shall be entitled to a widower's insurance benefit for each month, beginning with-V(F)(E)if he satifies subparagraph (B) by reason of clause
(i) thereof, the first month in which he-becomes so entitled to such
insurance benefits, or
(G) 3 (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 insurance benefits, or
(ii) the first month during all of which he is under a disability and in which he becomes so entitled to such insurance
benefits, but only if he was 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 o1dage insurance benefit equal to or exceeding the primary insurance
amount of his deceased wife, or, if he became entitled to such benefits
before he attained age 60, the third month following the month
in which his disability ceases (unless he attains age 65 on or before
the last day of such third month).
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[(2) The provisions of subparagraph (D)of

(1) shall

(subject to subsection (s)) not be applicable in tcase fany

di-

vidual who[(A) in the month prier to the month 4f his marria to such

dual was entitled to, or on application therefor and attain.
ment of age 62 in such prior month7 would have been entitled to,
benefits
under this subsetion or Msbsetion (h;
B(3 InM the m thprio to the month of his marS to such

iniv2dual had attained age eighteen and was entitled t% or on

appica.on therefore would have been entitled to, benefits under
subection (d) ; or
(C) in the month prior to the month of his marriage" to such
individual he was entitled to, or on application thereforsand
attainment of the required age (if any), would have been entitled
to, a widower's, child's (after attainment of age 18), or parent's
insurance anmity under section 5 of the Railroad Retirment Act

of 1987, as amended.

($)( A) The amount of a widowes inurance benefl for each month

(as determine aftar apI"
of the ponW of aubection (q),
pw,.aph (3)(B) d pw waip (5)) aw be rduced (but not beor am) by an amont eqal to the amount of any monthly bene fil
payable to such widower for such month thick is based upon L earn of the Federal Government or any State (or
img okile in the se
subdiviso tkeref,, as defined in section 2180b) (2)) if.
poli4ca
ony
on the last day he was employed b%suck entt, suck serve did ,wt
s to0 "employment" as defined in motion 10.
(B) For purpose of this paragpWA, 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 detenined by the See,'tar) and sucPh
0q4talen monthly benefit shall constitute a month4 benefit for pur p th,
poses of subparmarapk (A). For purposes of this n4A

term "periodic beatft" iiwludea a benefit payable in a luMp sum if it is

a commutation of, or a substittue for, periodic payments.
(3)(A) Except as provided in subection (q), [paragraph (5)]
paragraph. (8) and (5). of this subsection, and subparagraph (B) of
this paragraph, such widower's insurance benefit for each month shall
be equal to the primary insurance amount (as detepined after application of the folmia sentence) of his deceased wife. If swk deceaed
individual was (or upon
location would have been) entitled to an
old-age insurance benefit which was increased (or subject to being increased) on account of delaykd retirement under the provisions of sub-

secion (F), then, for purposes of this subsection, such individual's
primary insurance amount shal be deemed to be equal to the old-age

insurance benefit (increased, where applicable, under section 015('f)
(5) or (6) and under setion 215(i) as if such individwil were sill alive
in the case of an individual who As died) which ehe was reeivig (or
would upon application have recPeie4) for the month Pior to the
month in which she died, and (notwithstandinq thd prOvisions of para-

grapA (3) of such subsection (w,)) the number of increment monts
sita include any moth in the months of the calendar vear in which
she died, prior to the month in which -he died. wh irk satisfy the conditions in paragrph,(B) of such subsection (in).
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(B) If the deceased wife (on the basis of whose wages and selfemployment income a widower is entitled to widower's insurance benefits under this subsection) was. at any time, entitled to an old-ige
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 amount of the widower's insurance benefit of
such widower (as determined under subparagraph (A) and after
application 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 subsection (q)) for such month if such wife were still living aud aection 915(f) (6) were applied, where appropriate; and
(ii) 82% percent of the primary insurance amount of such deceased wife;
be reduced to the amount referred to in clause (i), or (if greater) the
amount referred to in clause (ii).
(4) In the case of a widower who remarries(A) an individual entitled to benefits tinder 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 subsection
(s), not be terminated by reason of such marriage.
(5) If a widower, after attaining the age of 60, marries an individual (other than one described in subparagraph (A) or (B) of
paragraph (4)), such marriage shall, for purposes of paragraph (1),
be deemed not to have occurred; except that, notwithstanding the
provisions of paragraph (3) and subsection (q), such widower's insurance benefit for the month in which such marriage occurs and each
month thereafter prior to the month in which the wife dies or such
i arriage is otherwise terminated, shall be equal to one-half of the
primnary insurance amount of the deceased individual on whose wages
and self-employment income such benefit is based.
(6) The period referred to in paragraph (1) (B) (ii), in the case
of any widower, is the period beginning with whichever of the following is the latest:
(A) the month in which occurred the death of the fully insured 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-employinent income terminated because his disability had ceased,
and ending with the month before the month in which he attains age
60, or, if earlier, with the close of the eighty-fourth month following
the month with which such period began.
(7) The waiting period referred to in paragraph (1)[(G)3(F),.in
the case of any widower, is the earliest period of five consecutive
calendar months,(A) throughout which he has been under a disability, and
(B) which begins not earlier than with whichever of the following is the later: (i) the first day of the seventeenth month
before the month in which his application is filed, -r (ii) the

first day of the fifth mmth before the month in which the period
uPpecIhe in pa raph, (6) begins.L1-2-_
(8) In the am of an individual entitled to monxtly insurance bene-

fits payable under this section for any month prior to January 1973
whom benefits were not redtemiMned under auction 102(g) of the
Social Seaurity Amendments of 172, 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) (8)) or any
increase in benefits made under or purms
t to section 215(i), including for this purpose the increase provided effective for March 1974,

as though su

determination had been made.

Mother's Immrance Benfits

(g) (1) The widow and ever, surviving divorced mother (as defined
in section 216 (d)) of an individual who died a full or currently
insured individual, if such widow or surviving divorced motherA is not married
B) is not entitled to a widow's insurance benefit,
is not entitled to old-age insurance benefits, or is entitled to
insurance benefits each of which is less than three-fourths
i-age

lC

of the primary insurance amount of such individual,
(D) has filed apjplication 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 precdin the month in which he died,
(E) at the time of filinz 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,
das~ter or really adopted child, and
( th benefits referred to in such subparag ph are Rayfn)
able on the basis of such individual's wages andself-emloyment income,
shall subjectt to subsection (a)) 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
becomes entitled to an old-ao insurance benefit equal to or exceedine
three-fourths of the primary insurance amount of such deceased individual, she becomes entitled to a widow's insurance benefit, she remarries, or she dies. Entitlement to such benefits shall also end, in the
case of a surviving divorced mother, with the month immediately
preceding the first month in which no son, daughter or legaly adopted
child of such suriin divorce mother is entitled to child's insurance benefit on the bsis of the wages and self-employment income
of such decead individual

(9Such] Eu ept a8 pr

edpw

zk

(4)

W8tkiubnotion,

mwk mother's insurance benefit for each month shafl be equal to threefourths of the primary insumce amount of such deceased individual.
(8) In the caeo a widow or surviving divorced mother who
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(A) an individual entitled to benefits under subsection (a),
(f) or (h), or under section =2(a), or
(Bi) 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 paragraph (1) but subject to subsection (a), not be terminated by reason
of such marriage; except that, in the case of such a marriage to an
or subsection
section
benefits under
entitleA
individual
not
ph shall (d)
of 228(a)
this par
preceding
provisions
the to
of this section,
apply with respect to benefs for months after the last month for
which such individual is entitled to such benefits under section 228 (a)
or subsection (d) of this section unless (i) he ceases to be so entitled
by reason of his death, or (ii) in the case of an individual who was
entitled to benefits under section 223(a), he is entitled, for the month
following such last month, to benefits under subsection (a) of this
section.
S(A) The amount f a mother'. inau e benef for each month
to which any indi iduali entitled under tis sub tion ahalo be reduced (but not below zer) by an amount equal to the amount of anymnth
t
benefit payable to ac d
d
for suh month which
ividta eari p swhile in the wravie of the Fedbased uponsumch
eria G Ver
or any State (or politiel
.ubdivision
ed in seAtionc18(b) (0) ) if, on the last da such individual was
"employment"
e did not cootitutei
employee dbysiua henty, swdhserve
a# deyhuted in section 910.
(B) For pw oe
e
of tih
epragfraph, a* periodic benefit which
otherwise meets the reqo theend of sub tweqraph (A), but which iy
paid on other thnmonthly
a
bait,
shal be allocated on a basis equivalt to a monthly benefit (aa
determined by the Seredtary) and a
eaenttat monhZy beneit
constitute
whll
a monthynbenteft for p-u
poes of subparagraph (A). For purposes of thishsubiparagraph, the
term "periodic beru'pf" incdrde a beneft payiabe in a rump sum if it
is a commuetation of, or asuprtitutfor, peo dipaymnts.
Application for Monthly Insurance Benefits

(Q)
(1).

CAn] Subject to the limitatione contained in paragraph()
an individual who would have been entitled to a benefit under subsection (a), (b), (c). (d), (e), (f), (g), or (h) for any month after
Auzust 19-50 had he filed application therefor prior to the end of such
month shall be entitled to such benefit for such month 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 thsit mayv be necessary, so that it will not render erroneous any
benefit which, before the filing of such application, the Secretary has
certified for payment for such prior month.
(2) An application for any monthly benefits under this section filed
before the first month in which the applicant satisfies the renuirements for such benefits shall be deemed a valid application only if the
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app] icait satisfies the requirement for such bmefits before the Secretary makes a final decision on the application. If upon final decision
by te Seamtary, or decision upon jumi review t
such appli-

cant is found to satisfy such requirements, the application shall be
deemed to have been filed in such first month.
(8) Notwithstandg the provisions of paragraph (1) an individual
may, at his option, waive entitlement to any benefit referred to in paragraph (1) for any one or more consecutive months (beginning with
the earliest month for which such individual would otherwise be entitled 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) Exeept as provided in subparagraph (B), no individual
#Al be entild to ben4ft under smbseetion (a), (b), (c), (e), or (f)
for any month prior to the month in whic he or she #es

applica-

ton fir such benefits if the eject of entitlement to such monthly benetwould 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 applioation is filed.

(B) (i) If the individual applying for retroactive benefits is applying for such benspts under subsection (a), and there art' one or nore
other persons who would, except for sub aragrAp

(A), be entitled

for aeiy month, on the bas of the wage* and self-employment itwonw

of such individual atd because of sudi individual's entitlement to such
retroactive benefnt., to retroactive benefits under subsection (b), (c), or
(d) not sub't to reduction under subsection (q). then subparagraph
(A) shall not apply with respect to such month or any subsequent
month.
(if) If the individual applying for retroactive benefit is a surviving spouse, and or surviving divorced spouse who is under a disability
(as defined in section 2W (d)), and such individual would. except for
subparagraph (A ). be entitled to retroactive benefits as a disabled surviving spouse or disabled surivis divorced spouse for any month
before he or she attained the a of 6, then sub pg.rreph (A) shall
not apply with respect to such month or any subsequen montL
(iii) If the individual applying for retroactive benels ha. exces8
earninqe (as defined in section 503(f)) in the year in which he or she
es an application for suck benefit which could, except for subparagrph (A), be charged to month. in such year prior to the month of

applIcfation, then subparagraph (A) shall unot apply to so manyj of such
months immediately preceding the month, of aplcatin as are required to charge such excess earnings to the maximum extent

possible.
(iv) As used in this staparagraph, the term "retroactive benefit"

means a benefit to which an individual becomes entitled for a month
prior to the month in which application for such benet is fled.
**

*

*

*

*

*
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Survlvore Dmelt

(m)(1) In any case in which an individual is entitled to a monthly
benefit under this section on the basis of the wages and self-employment income of a deceased individual for any month and no other
person is (without the application of subsection (j) (1)) entitled to a
monthly benefit under this section for such month on the basis of such
wages and self-employment income, such individual's benefit amount
for such month, prior to reduction under subsection (k) (8), shall
be not less than the first amount appearing in column IV of the table
in (or deemed to be in) section 215(a), except as provided inparagrph (2).] (1) In any case in which an idividual it entitled to a
monthly benefit under this section on the basis of a primary insurance
amount comnputed under section 915 (a) or (d), as in effect after December 1978, on the basis of the wages and self-employment income of
a decemed individualfor any nmnth and no other person is (without
the app cation of awbsection (j) (1))entitled to a monthly bene
under this section for that month on the basis of those wages end s:income, the individual's benefli amount for that month,
employme
prior to reduction under subsection (k) (3), shall not be less than
that provided by subparagraph (C) (I) or (0)(I) (whichever is
greater) of section 215(a) (1). In any case in which an individual is
entitled to a monthly beneft under this section on the basis of a primary insuranceamount computed tnder section 215 as in effect (with-

out regard to the table contained therein) pror to January 1979, that

nwnthltv benefit shall be determined under this sectionn as in effect as
prescribed by section 215(a) (5) and increased under subsection
(Y)(4.
(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 subsequent 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 entitlement to such benefit is before the month in which he attained
age 62.
(3) In the case of any individual whose benefit amount was computed (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 increase 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).
**

*

*

*

*

*
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Extenulon of Period for Filing Preof .f 8upot and Applleatlos for Lump-Sum
Death Payment

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

section (c) (1), clause (i) or (ii)of subpara

h (D) of sub-

section (f)(1),orj subaraph - (B) of subsection (h)(1), or
under clause (B) of subsection (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, appition for a
lump-sum death payment under subsection (i), or under subsection
(g) of this section as in effect prior to the Social Security Act
Amendments of 1950, within the period prescribed by such subsection,
any such proof or application, as the case may be, which is filed after
the expiration of such period shall be deemed to have been filed within
such period if it is shown to the satisfaction of the Secretary that there
was good cause for failure to file such proof or application within
such period. The determination of what constitutes good cause for
purposes of this subsection shall be made in accordance with regulations of the Secretary.
Reduction of Benefit Amounts for Certain Beneficiarigs

(q) (1) If the first month for which an individual is entitled to an
old-age, wife's, husband's, widow's, or widower's insurance benefit i,
a month before the month in which such individual attains retirement
age, the amount of such benefit for such month and for any subsequent month shall, subject to the succeeding paragraphs of this subsection, be reduced by(A) % of 1 percent of such amount if such benefit is an oldage insurance benefit, 2%g of 1 percent of such amount if such
benefit is a wife's or husband's insurance benefit, or 1%0of I percent of such amount if such benefit is a widow'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 paraerph (7)). if
for a month before the month in which such individual attains
age 62, or (II) for the month in which such individual attains
retinment age;
and in the case of a widow or widower whose first month of entitleinent to a widow's or widower's insurance benefit is a month before
the month in which stich widow or widower attains age 60, such beneof this paragrp
tit, reduced pursilant to the preceding provision
(and before the application of the second sentence of paragr4ph (8)).
shall be further reduced by(C) 4%40 of 1 percent of the amount of such benefit, multiplied
by-
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(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 individual attains age 62, or
(ii) if lees, 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 be reduced by 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, husbands 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 reduced as provided in subparagraph (B), (C), or (D).
(B) For any month for which such individual is entitled to an oldage insurance benefit and is not entitled to a disability insurance benefit, such individual's wife's, or husband's insurance benefit shall be
reduced by the sum of(i) the amount by which such old-age insurance benefit is reduced under paragraph (1) for such month, and

ev-

(0i) the amount by which such wife's or husband's insurance
benefit would be reduced under parairraph (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 oldace insurance benefit (before reduction under this subsection).
(C) For any month for which such individual is entitled to a disability insurance benefit, such individual's wife's, husband's, widow's,
or widower's insurance benefit shall be reduced by the sum of(i) the amount by which such disability insurance benefit is
reduced 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 insure nce benefit (before reduction under this subsection) over such disability insurance benefit
(before reduction under this subsection).
(D) For any month for which such individual is entitled neither
to an old-age insurance benefit nor to a disability insurance benefit,
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such individuals wife', husbands, widow., or widower's insurance
benefit shall be reduced by the amount by which it would be reduced
under paragrph (1).
(E) If the first month for which an individual is entitled to an oldage insurance benefit (whether such first month occurs before, with,
or after the month in which such individual attains the &g of 65) is
a month for which such individual is also (or would, but for sibsection (e) (1) in the cas 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 insurance benefit to which such individual was first entitled
for a month before she or he attained retirement age, then such old-age
insurance benefits shall be reduced by whichever of the following is
thelarger:
(i) the amount by which (but for this subparagraph) such
old-age insurance benefit would have been reduced under paragranh (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 attained age 62 and (II) the amount by which such old-a insurance benefit would be reduced under paragraph (1) if it were
equal to the excess of such old-age insurance benefit (before reduction under this subsection) over such widow's or widower's
inmrance benefit (before reduction under this subsection).
(F) If the first month for which an individual is entitled to a disability insurance benefit (when such first month occurs with or after
the month in which such individual attains the ae 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 insurance 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 following islarger:
(i) the amount by which (but for this subparagraph) such disability insurance benefit would have been reduced under para-

graph (9),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 attained age 62 and (IT) the amount by which such disability insurance benefit would be reduced tnder paragraph (2) if it were
eqdua to the excess of Auch disability m.uranee benefit (before
reduction under this subsection) over such widow's or widower's
inmranes benefit (before reduction under this suhsection).
(G) 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 sneh individual attains the ae of 62) is a month for
which such individual is also (or would. hnt for suhseition (e) (I) in
the case of v widow or surviving divorced wife or subsection (f) (1)
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in the came of a widower, be) entitled to a widow's or widower's in-

surance benefit, then such disability insurance benefit for each month
shall We 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) (A) (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 became 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 widower's insurance benefit is a month for which such individual is also entitled to an old-age insurance benefit to which such individual was
first 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
widow's or widower's insurance benefit shall be determined under

Pam ra ah ()

(A) an individual is or was entitled to a benefit subject to reduction 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 for each month shall
be computed separately (under paragraph (1) or (3), whichever applies) for the portion of such benefit which constitutes such benefit
before any increase described in subparagraph (B), and separately
(under paragraph (1) or (8), whichever applies to the benefit being increased) for each such increase. For purposes of determining the
amount of the reduction under paragraph (1) or (8) in any such increase, the reduction period and the adjusted reduction period shall
be determined as if such increase were a separate benefit to which
such individual was entitled for and after the first month for which
such increase is effective.]

then the amotmt of te reduction of such befit (after the applica-

tion of ant/ adj stment nder paragraph (7) for each month begintui w
with the month of sckincreasein the prmary insuranceamount,

shall be computed under paragraph (1) or (3), whichever applies, a*
thowuk the k eaed nary insuranceamount had been in efect for
and from the month for which the individual first became entitled to

benefit reduced under such paragraph (1) or (3).
(5) (A) No wife's insurance benefit shall be reduced under this subsection(i) for any month before the first month for which there is in
effect a certificate filed by her with the Secretary, in accordance
with regulations prescribed by him, in which she'elects to receive
wife's insurance benefits reduced as provided in this subsection, or
(ii) for anv month in which she has in her care (individually
or jointly with the person on whose wages and self-employment
income ler wife's insurance benefit is based) a child of such person
auel& monthly

entitled to child's insurance benefits.
(B) Any certificate described in subparagraph (A) (i) shall be effective for purrses of this subsection (and for purposes of preventing
deductions under section 203 (c) (2))-
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(i) for the month in which it is filedand for anymonth thereafter, and
Ui)for months, in the period designated by the woman filing
suc certificate, of one or more consecutive months (not
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 ages62,nor shall it beeifective for any
month to which subparagraph (A) (ii) applied&
(C) If a woman does
inothavein
hercare achilddeseribed in subparagraph (A)(ii) in the first month for which she is entitledto a
wife's insurance benefit, and if such first month is a month before the
month in which she attains age 65, she shall be deemed to have filed
in such first month the certificate described in 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 husband) entitled to child's insurance benefits shall be reduced under this
subsection below the amount to which she would have been entitled had
she been entitled for such month to mother's insurance benefits on
the basis of her deceased husband's (or deceased former husband's)
wages.and self-employment income.
(8) For the pur
of this subsection(A) the "reduction period" for an individual's old-age, wifes.
husband's, widow's, or widower's insurance benefit is the period-

M(i)i

ec

of an old-age or husband's insurance

M t, 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 described in paragraph (5) (A) (i) is effective, or
(IMl) in the case of a widow's or widower's insurance
benefit, with the first day of the first month for which
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 lst day of the month before the
month in which such individual attains' tirement age; and
(B) the "additional reduction period" for an individual's
widow%, 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 purposes of this subsection the "adjusted reduction period"

for an individuaPs old-age wife's, husband's, widow'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 additional reduction period prescribed by paragraph (6) (B) for such
benefit, excluding from each such period-
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(A) any month in which such benefit was subject to deductions under section 203(b), 208 (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 benefits because [the spouse on whose wages and self-employment income such benefits were based ceased to be under a disability,J of
the ocuremne of an event that terminated her or his entitlement
to such befit,
(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),
(E9 in the cae of widow's or widower's insurance benefits, any
month before the month iu which she or he attained age 62, and
also for any later month before the month in which he attained retirement age, for which she or he was not entitled to such benefit 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
reduction computed under paragraph (1), (2), or (8) is not a multiple 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.
to monthly benefit
(10) For purpose of applying paragraph
payable for any month after December 1977, to an individual who
was entitled to a monthly benefit as reduced under para raph (1) or
(3) prior to January 1978, the amount of reduction f uhbeei
for the first month for which such benefit is increased by reason of an
ncrease in the primary insurance amount of the individual on whose
wa7es and self-employnt. income such benefit is based and for all
subsequent months (and similarly for all subsequent increases) shall
be itnreased by the percentage inOreae in such p*mary insurance
amount (such increase being made in accordance with the provi'on
of paragraph(8)). In the case of an individualwhose reduced benefit
under this section ig increased as a result of the use of an adjusted
reduction period or an additional admitted reduction period (in accordan oith paragraphs (1) and (3) of this section), then for the
frst month for which sueh increase is effective and for all subsequent
months, the amounts of such reduction (after the appiationof the
pretious sentene, if applicable) shall be reduced(A) in the case of old-age, wife's, and husband'a insurance
benefit, by multiplying such amount by the ratio of (i) the
number 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 w i k such individual attains age 69, by multi.
plying such amount by the ratio of (i) the number of month.
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with age 69 implied by
in the reduction peo b
19/40 of 1 Peivent, plus the umbe o month in the adjted
reduction period perto a E8ge "injple by 19/'40 of 1 percent.
io bmttipd
43240of pevex to(")the number of
reduwtio pe
pwior to age 69 mWtiplied by 19/40 of I percent.
p1W the number of months in the additional reduction period multipl
by 4340 of I percent, and
(C) in the oaae of wvidowno and widower. iavraw ben e for
the monthA in t1, auc, individual attain age 66, by mftipl I" such amount by the ratio of (i) the number of month* in te
aiiuted reduction riod multi lied by 19/40 of I perceni, px
the number of months ,n adjut add itionalreduction period mdSiplied by 431240 of) percent to (ii) the number of months in th,
reduction period beginning with age 69 mti p1ied by 19/40 of 1
peret, plus the number of months in the adjusted reduction penodprior to age 6f multiplied by 19140 of I perost, plus the num.ber of months in the adjud4d additional reduction period multplied by 43/940 of 1 percent, such decrease being made in arcordaese with the protsionsof pw
IpL (8).
(11) When an individual is ;nt Wed to more than one monthly bene,it uder thie title and one or more of ouch beneps are reduced under
ths subsecti,^ the prse ding pargrph of tlds ssection shall apply
eeparteLay to each such be)seUt reduced Under thds subsection before
Mod
0aof
subsection (k) pertainingg to the method by which
bare
offet when an individual it entitled to more tMan
one k
of benelt) and the application of this paragraph shall operate
ik oj
tion with paragraph ($).
Increase in Old-Ag* Insurance Beneft Amounts on Account of Delayed
Retirement

(w) (1) If the first month for which an old-age insurance benefit
becomes payable to an individual is not earlier than the month in which
such individual attains age 65 (or his benefit payable at such age is
not reduced under subsection (q)), the amount of the old-age insurance benefit (other than a benefit based on a primary insurance amount
determined under section 215(a) (3) as in efoein December 1978 or
section 815(a) (1) (C) (11) as in effect 4hereafter) which is payable
without regard to this subsection to such individual shall be increased
by(A) one-twelfth of 1 percent of such amount, multiplied by
(B) the number (if any) of the increment months for such
individual.
(2) For purposes of this subsection, the number of increment months
for any individual shall be a number equal to the total number of the
months(A) which have elapsed after the month before the month in
which such individual attained age 65 or (if later) December
1970 and prior to the month in which such individual attained

age

, and

(B) with respect to which-
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A )such individual was a fully insured individual (as
defiedin section 214(a) and

(ii) suchindividuet
was not entitled to an old-a e
insurance benefit or suffered deductions under section 20(b)
or 903(c) in amounts equal to the amount of such benefit.
e of applying the provisions of paragraph (1), a
() For pu
detemination shall be made under paragraph (2) for each year, begin
nmg with 19, of the total numberof an individual's increment
months through the year for which the determination is made and the
total so determined shall be applicable to such individual's old-age
insurance benefits beginning with benefits for January of the year following the year for which such determination is made; except that
the total number applicable in the case of an individual who attains
age 72 after 1972 all be determined through the month before the
month in which he attains such age and shall be applicable to his oldage insurance benefit beginning with the month in which he attains
such Thissubsection shall be applied after reduction under section
(3

orprpss

fapli

-te

208(a).

(5) If an individual's primary insurance amount is -determined
under paragraph (3) of section 215 (a) as in effect in December 1978, or
section 916(a) (1) (0) (III) as i effect thereafter, and, as a result of
this ausection, he would be entitled to a higer old-age insurance
benefit if his primary insurance amount were determined under section
215(a) whetherr befo7, in, or after, December 1978) without regard
to such paragraph, such individual's old-age insurance benefit based
upon his primary insurance amount determined under such paragraph
shall 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 such paragraph.
Reduction of Insurance Benefits
Maximum Benefits

See. 20L [(a) Whenever the total monthly benefits to which individuals are entitled under sections 202 and W for a month on the basis
of the wages and self-employment income of an insured individual is
greater than the amount appearing in column V of the table in (or
deemed to be in) section 215 (a) on the line on which appears in column
IV such insured individual's primary insurance amount, such total of
benefits shall be reduced to such amount; except that(.1) when any of such individuals so entitled would (but for the
provisions of section 202(k) (2) (A)) be entitled to child's insurance
benefits on the basis of the wages and self-employment income of one
or more other insured individuals, such total of benefits shall not be
reduced to less than the smaller of: .(A) the sum of the maxtimum
amounts of benefits payable on the basis of the wages and self-employment income of all such insured individuals, or (B) the last figure in
coluna V of the table appearing in section 215(a), or (a)(1) In
the e of an individual Whose primary immune amount
been

Omputdor recompuftd undersection 215(a) (I) or(4),or 16(d),
as iekect after December 1978, the total wosty benett to woich
66-0

0-

77 - a
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benefoiWiee may be entitled under section WO or 03 for a month on
the basis of the wage and slf-emplonmeS income of that insured
individual sha, except a
b
p L (3) (but prior to
ary increases reultin fromthe appi
o of paragraph ()(A)
(it) (1Il) of section 516 (i) ) be redesd 8o as not to ezceed(A) 150 permit of the individswls

*rinay
insurance amount

up to the amount that is established wth respect to this subpara.
graph by paragraph (0),

(B) 979 percent of Ih iditidual'e primary insurance amount
that exceeds the ammmt to which adbarmph (A) applied but
does not exceed an amotnt established with respect to this sub.
paragraph by paragraph (2),

(0) 134 percent of the i8dividua's primary insurance amount
that ea~oeeds the amount to which subparagraph (B) applies but

does not exceed an amount established with repect to this subSparaph by paragraph (9),and
(D) 175 percent of the individuaP primary insurance amount
that exceeds the amount established by paragraph (8) with respect
to subparagraph (C1).
Any such amount that is not a multiple of $0.10 shall be iwrneased to

the next hi her multiple of $0JO.
(9) (A) For individuals who beom-e eligible for old-age or disability
numranwe benefits or who die in the calendar year 1979 the amounts

established with respect to subpar
phe (A), (B). atd (C) of paragraph (1) are $236, $340, and $49, respectively (not counting as the
year of death or eligibility for purposes of this paragraph the year of
the individual's death or eligibility if the individual was entitled to a

disability insurance benefit for any of the 1

months immediately

preceding the month of such death or eligibility, but counting instead,
the year of eligibility for such disability insurance benefit).
(B) For individuals who become eligible for such benefits or who
die in a calendar year after 1.97.9 the amount established with respect
to each of those subparagraph, shall equal the product of the corresponding amount established for 1979 b~v subparagraph (A) of thi,
paragraph and the quotient obtaned under subparagraph (B) (ii) of
section 15(a) (1). Ruch product shall be rounded in like manner as is
presibed by section 215(a) (1) (B) (iii).
(C) In each calendar year after 1978 the Secretar- shall publish in
the Federal Register , on or before November 1, the fornmla applicable
under this subsection to individuals who become eligible for old-age
inmstce beheft. become disabled, or die in the follwin calendar
year.
(3) (A) When an individual to whom this subsection applies would
(but for the proriuion. of section 2M (k) (5) (A)) be entitled to child's
instance benefits for a month on the basis of the waqes and self-employment income of one or more other individuals, the total of benefits
shall not be reduced under this subsection to less than the smaller
of-.- ()tesmo
(i the sum of the marimum amounts of benefits payable on
the basis of thet wages and self-employment income of all of.those

individtwul, or
(ii) an amount equal to the product of 1.75 and the primary

insurance amount that would be computed under section 915
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(a) (1) for tMat month teith repect to average indexed moWNkL

equu to one-twelfth of the contributionand benefit base
ari.peq

E,

I@to employs" and the elf-employed determined for

section 930.
tdat
C(S) when] (B) When two or more persons were entitled (without
the plication of section 202(j) (1) and section 228(b) to monthly
benefit under section 202 or 228 for January 1971 or any prior month
on the basis of the wages and self-employment income of such insured
individual and the provisions of this subsection as in effect for any
such month were applicable in determining the benefit amount of any
persons on the basis of such wages and self-employment income, the
total of benefits for any month after January 1971 shall not be reduced
to less than the largmt of[(A)] (i) the amount determined under this subsection without regard to this Cparagraph] subpatgraph,
[(B)](iM) the largest amount which has been determined for
any month under this subsection for persons entitled to monthly
benefits on the basis of such insured individual's wages and selfemployment income, or
(Mi) if any persons are entitled to benefits on the basis
[()]
of such wages and self-employment income for the month before
the effective month (after September 1972) of a general benefit increase under this title (as defined in section 215(i) (8)) or a benefit increase under the provisions of section 215 (i), an amount equal
to the sum of amounts derived by multiplying the benefit amount
determined under this title (excluding any part thereof determined under 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 section), for each such person for such month, by a percntage 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);
Dut in any such case (i) paragraph (1) of this subsection shall not
be applied to such total of benefits after the application of subpara.qraph (B) or (C), and (ii) if section 202(k) (2) (A) was applicable
in the case of any such benefits for a month, and ceases to apply for a
month after such month, the provisions of subparagraph (B) or (C)
shall be applied, for and after the month in which section 202(k) (2)
(A) ceases to apply, as though paragraph (1) had not been applicable to such total of benefits for the last month for which subparagraph
(B) or (C) was applicable, or] but in anyi suck case (1) aubpaagmiph
(A) of this paragraphshall not be applied to such total of benepis
after the application of clause (ii) or (iii). and (I1) if section
909(k) (9) (A) ulas applicable in the case of anV such befit for a
month, and cease to apply for a month after such month, the Proisions of clause (ii) or (iii) shall be applied. for and after the month in
whicA section PM9(k) (9) (A) ceases to apply. as though subparagraph
(A) of this pararaphhad not been applicableto such total of benefits
for the last month for which clause (ii) or ( ii) was applicable.
[(31 when (C) When any of such individuals is entitled to
monthly benefits as a divorced wife under section 202(b) or as a
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surviving divorced wife under section 202(e) for any month, the
benefit to which she is entitled on the basis of the wages and selfemployment 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 202 on the wages and self-employment income
of such insured individual shall be determined as if no such divorced
wife or surviving divorced wife were entitled to benefits for such
month.
[In any case in which benefits are reduced pursuant to the preceding
provisions of this subsection, such reduction shall be made after any
deductions under this section and after any deductions under section
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 disability insurance benefit shall be proportionately decreased; except
that if such total of benefits for such month includes any benefit or
benefits under section 202(d) which are payable solely by reason
of section 216(h) (8), the reduction shall be first applied to reduce
(proportionately where there is more than one benefit so payable)
the benefits so payable (but not below zero 2
(4) In any case in which benefits are reduwed pursuant to the precedin
04SiTjrion of this smbsection, the reduction shall be made after
any deducions under this section and after any deductions under section, 22(b). Whenever a reduction is made under this subsection in
the total of monthly benefit. to which individuals are entitled for any
month on the basis of the wage and slf-employtem t income of an
inswed individual, each such benefit other than the old-age or disability itwuraiw benefit halUl be pro portionttWy decreed.

.((4) notwithstanding] (5) Notwithtanding any other provision
of law, when(A) two or more 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 subsection [and section 202(q)] 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-employment income for months subsequent to
such particular month to be considered to have been increased by the
smallest amount that would have been 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 a 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-employment income
for such particularmonth[, or.
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[(5) whenever the monthly benefits of such individuals are based on
an insured individual's primary insurance amount which is determined
under section 215 (a)(3) and such primary insurance amount does not
appear in column IV of the table in (or deemed to be in) section
215(a), the applicable maximum amount in column V of such table
shall be the amount in such column that appears on the line on which
the next higher primary insurance amount appears in column IV, or,
if larger, the largest amount determined for such persons under this
subsection for any month prior to October 1972.*
(6) In the case of any in-diidualwho is entitttd for any month to
benefit based upon the primary insurance amounts of two or more inerad individual, one or more of which primary insurance amounts
were determined wuder section 916(a) or 015(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 915(d), as in effect after December 1978,
the total benefit. payable to that individual and all other individuals
entitled to benefits for that month based upon those primary insurance
amounts shall be reduced to an amount equal to the product of 1.75
and the prmai insurance amount that would be computed under
section 015(a) (1) for that month with respect to average indexed
monthly dtnings equal to one-twelfth of the contribution and benefit
base determined under section 930 for the year in which that month
occt~ra.

(7) Subject to the precedinV paragraph,this subsection, as in effect
in December 1978, shal remain in effect with respect to a primary insurance amount computed under section 215 (a)or (d), ai in effect
(without regard to the table contained therein) in Decamber 1978,
except that a primary insurance amount so computed with respect to
an individual who first become. eligible for an old-aqe or di.saility
insurance benefit (as defined in section 215(a) (9) (A)) or dies, after
December 1978, shall, instead, be governed by this section, as in effect
after December 1978.

(8) when-

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

tion ofsmtion MR(j) (1) andsection223(b) ) to montld

enyets

under section 20 or 993 for December 1977 on the basis of the
wages and self-employment income of an indiidiul;
(B) the benefit of at least one such person, for January 1978 is
increased by reason of the amendments made by section 109 of
the Social Security Amendments of 1977; and
(C) the total amount of benefits to which all such persons are

entitled twder suc section 0.X are reduced under the preisions
of this subsection (or would be so reduced except for the first

203 (a) (4))
of section,
thensentence
the amount
of the bew
to which each suc person is entitled
fo month. after December 1977 shall be increased (after suc reductions are made under this subsection) to the amount such benefit would

hat* been if the benefit of the person or persons referredto in subparagraph (B) had not beep so increased.
graph (5) io retained wMb respect to an Individual who became eligible

monthly benefit (as defined In section 215 (a) (2) (A)) or died prior to 197.
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(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 ollows: 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 areless 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 mondti, of the sum of the payments to which
such individual and all other persons are entit/ec 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 wages and self-employment income of such

individual, the excess earnings of such individual for any taxable
year shall be charged in accordance with the provisions of this
subsection before the excess earnings of such persons for a taxable
year are charged to months in such individual's taxable year.
Notwi

ndin. the preceding provisions of this paragraph, but

subject to section 202 (s) no part of the excess earnins of an individual shall be charged to any month (A) for whicl; such individual was not entitled to a benefit under this title, (B) in which
such individual was age seventy-two or over, (C) in which such
individual, if a child entitled to child's insurance benefits, has
attained the age of 18, (D) for which such individual is entitled to
widow's insurance benefits and has not attained age 65 (but only if
she became so entitled prior to attaining age 60) or widower's insurance benefits and has not attained age 65 (but only if he became
so entitled prior to attaining age 60), or (E) in which such
individual did not engage in self-employment and did not render
services for wages (determined as provided in paragraph (5) of
this subsection) of more than [2 or the exempt amount as determined under paragraph (8).
(2) As used in paragraph (1), the term "fir t month of such
taxable year" means the earliest month in such year to which the
chafjing of excess earning described in such paragraph is not
prohibited by the application of clauses (A), (4), (C), (D), and
(B) thereof.
(3) For purposes of paragraph (1) and subsection (h), an individual's excess earnings for a taxable year shall be 50 per centum
of his earnings for such year in excess of the product of [
or]
the exempt amount as determined under paragraph (8), multiplied by the number of months in such year, except that, in determining an individual's excess earnings for the taxable year in
which he attains age M2, there shall Ib 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
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self-employment in such year bdn prorated in an equitable
Mzaner under relation of the Secretary): The excess earnins as derived under the preceding sentence, if not a multiple of
1, shall be reduced to the next lower multiple of $1.
(4) For purposes of clause (E) of parrph (1)(A) An individual will be presumed, with respect to any
month, to have been engaged in self-employment in suc
month until it isshown to the satisfaction of the Secret
that such individual rendered no substantial services in suh
month with respect to any trade or business the net income or
includible in computing (as jRrovided in
loss of which 'is
or net
net
r ph5) of this subsection)
-employment for any taxable year.
tary shall by regdations prescribe the methods and criteria
for determininK 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
rendered services for wages (determined as
month,
providedtoinhave
paragraph
(5) of this subsection) of more than
t$20 or] the exempt amount as determined under paragraph
(8) until it is shown to the satisfaction of the Secretary
that such individual did not render such services in such
month for more than such amount.
(5) (A) An individual's earning for a taxable year shall be
(i) the sum of his wages for services rendered in such year and
his net earnings from self-emiployment 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 earning from self-empoyment 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 a pply 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 distributive share of loss described in sections 702(a) (9) of the Internal Revenue Code of 1954) taken into account under clause
(i) over the gross income (plus his distributive share of income so described) taken into account under clause (i).
(C) For purposes of this subsection, an individual's wages shall
be computed without regard to the limitations as to amounts of
remuneration specified in subsections (a), (g) (2), (g) (8), (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 bv 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
beemplovment as so defined if the remuneration for such services
is not includible in computing his net earnings or net loss from
self-employment.
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(D) In the cmas 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 efforts,
copyright or patent
!emonal
own
his
by
create
was
relates
there shall be excluded frmn gross income any such yalties.
1(6) For purpose of t his subsecuion, wages (determined as providd -i paragrph (5) (C)) which, according to reports received
by the Secretary, are paid to an individual during a taxable year
shall be preume to have been paid to him for services performed
in such year until it is shown to the satisfaction of the Secretary
that they were paid for services performed in another taxable
year. If such reports with respe to an individual show lis wages
for a calendar year, such individual's taxable year shall be presumed 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.
o (7) Where an individual's excees 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 personq are entitled under section 202 for such month on the basis
of his wages and self-employment income, the difference between
such total and the excess so charged to such month shall be paid
(if it is otherwise payable under this title) to such individual and
other persons in the proportion that the benefit to which each of
them is entitled (without regard to such charging, without the
application of section 202(k) (8), and rior 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
public in the Federal Rewister on or before November 1 of the
calendar yar in which such quarter occurs a new exempt amount
which chll be effective (unless such new exmpt amount is prevented from becoming effective by subragraph (C) of this paragraph) with repec to any individual's taxable year whieh ends
after the calendar year in which such benefit increase is effective
(or, in the case of an individual who dies during the calendar year
after the calendar year in which the benefit increase is effective,
with rmpect to such individual's taxable year which ends, upon
his doath, durin such year).
(B) (The TA1.QePKt a Provide4 in subzgrspk (D), the exempt amount for each month of a particular taxable year shall
be whichever of the following is the larger:(i) the exempt amount which wqs in effect with respect to
months in the tatable year in which the determination under
subparagraph (A) was made, or
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(it) the product of the exempt amount described in clause
(i) and the ratio of (I) the average of the wages of all

employees as reported to the Secretary of the Treasury for

the calendar year preceding the calendar year in which the
determination under subpararph (A) was made to (I:)
the average of the wages of a emp oyees as reported to the
Secretary of the Treasury for the calendar year 1973k or t if
later, the calendar year preceding the most recent calendar
year in which an increase in the exempt amount was enacted
or a determination resulting in such an increase was made
under subparagraph (A) with such product, if not a multiple of $10, being rounded to the nexthigher multiple of $10
where such product is a multiple of $5-but not of$10 and
to the nearest multiple of $10 in any other case. For purposes
of this clause (ii), the average of the wages for the calendar
year 1978 (or any prior calendar year) shall, in the caseof
determinations made under subparagraph (A) prior to December 81, 1979, be deemed to be an amount equal to 400 per
centum of the amount of the average of the taxable wages
of all employees as reported to the Secretary for the first
calendar quarter of such calendar year.
Whenever the Secretary determines that the exempt amount is to be
increased in an year under this paragraph, he shall notify the House
Committee on Ways and Means and the Senate Committee on Finance
within 80 days after the close of the base quarter (as defined in section
215(i) (1) (A) ) in such year of the estimated amount of such increue,
indicating the new exempt amount, the actuarial estimates of the
effect of the increase, and the actuarial assumptions and methodology
used in preparing such estimates.
(0) Notwithstanding the determination of a new exempt
amount by the Setretary under subparagraph (A) (and notwithstanding any publication thereof under such subparagraph or any
notification thereof under the last sentence of subparagraph (B)),
such new exempt amount shall not take effect pursuant thereto if
during the calendar year in which such determination is made a
law icreasin the exempt amount is enacted.

(D) No

* sending any other proviom of this aubaeotion, the

exempt amount-

(i) ekU be $375 forachnonth ofany taxable year endig
after 1977 and before 1979, and
(i0) rhalU be $500 for each mount of any taxable year and-

sag after 1978 and before 1980.
Report of Eaminp to

(h) (1) (A) If an individual is entitled to any monthly insurance
benefit under section 20 during any taxable year in which he has
earnins or wages, as computed pursuant to paraqraph (5) of subsection (f), in excess of the product of $200 or] the exempt amount 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
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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 manner as 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 such individuals attained the age of 72, or
(ii) if benefit payments for all months (in such taxable year) in which
such individual is under age 72 have been suspended under the provisions of the first sentence of paragraph (3) of this subsection. The
Secretary may. grant a reasonable extension of time for making the
report of earnings required in this paragraph if he finds that there
is valid reason for a delay, but in no case may the period be extended
more than three months.
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:
5(l) Sublect to the conditions specified in subsections (b), (c),
an (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 thke 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 disability insurance benefit for the month before the month in which
he died, became entitled to old-age insurance benefits, or attained sge 65, such primary insurance amount sliill be[( A) the amount in column IV of such table which is eiual
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 tinder 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-am inmsrance 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
new table on the line on which in column TT of such table appears his primary insurance amount for the month before
the effective month of the table (as determined under subsee-
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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
F() 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 ca e in which such amount is higher than the individual's prunary insurance amount as determined under paragraph

(1) or (2).

[For purposes of paragraph (3), an individual's "years of covea9"
is the number (not exceeding 80) equal to the sum of (i) the nZner
(not exceeding 14 and disregarding any fraction) determined by dividing the total of the wages credited to him (including wages deemed
to be paid prior to 1951 to such individual under section 217, compen.ation 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 bass 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 Rail road 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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(a) (1) A) The
a8 otAerwwe pin

wimr ne

amount of an individual exceptt
th section) is equa to the sm of-

(i) 9N per wanbm of the individual'. average indiaed monthly

earninpa (detenined under subsection (b ) up to the awwi
etblihed for puy-pome of this claus euparagrqp4(B),9
ii) _ per centum of the porti

o the individual's average

monthly earwg7 w
eAe:i
the amount established
for p7ue of ause s) but does not exceed the amount eatabL ;I ~opu
.
rpose. of thii clause by subpaqgah (B), and

(#) 16 per centum of the indivdual's Merage ifidexed
MORINy earningsto the extent that they exceed the amount estab-

lish d for purposes of cluse (ii),

rounded in accordancewith eubsection (g), and themafter increasedag
provided in subsection (i).
(B) () In the case of an individual who becomes eligi le fer oldage or disabilityinsurance benefits, or who dies befo bwming so eligble, in the calendaryear 1979. the amounts establishedwith respect to
subp
naahs (A ) (i) and (A) (ii) are $180 and $1,076. respeot'vely.
i
)
(8i7 n the ewse of an individual who becomes eligible for old-age
or ditabilivinsurancebenefits, or who dies before becoming so eligble.

in a calendar year after 1979, each of the amounas established with

aspect to subpWgraph. (A) (i) and (A) ( ii) shall equal the product
of the correspomding amount established with respect to the calendar
_ear 1979 under clause (i) of this subparagraph, and the quotiet
obtained by dividing(I) the average of the wages (as defined in section M30(e)) of

al epiu~eeasreportedtoteSceay of the Treasury for the

second calendar year preceding the calend r year for which the

determinationis made by

(I) the average o7 Me wages (a9 so defined) of all emnlo/ee8
as ported to the Seortary of the Traesry for the calendaryear
197?.
(iii) The amounts establishedunder clause (ii) shall be rounded to
the nearest $1.00, except that an amount that is a mult$ie of *0.50
but not a multiple Of $i.00 shall be rounded to the nowt ige 11.

(C) (i) No piary insurance amount computed under subpar
.grp&(A) may be le than the greaterof(I) the aenount

frt

lintheof colmn IV in the table of
ln

benefits contained (or deened to be contained) in this subsection
as in fect in December1978,

(11) the amount determine under subsect'on (i) (euept subcluse (III) of this clause) with respset to this subparagro , or
(III) an amount equal to $9 multiplied by the indiv
# years
of coverage in excess of 10.
(ii) For purposes of the preceding clauw., the term "years of cov-

eraqe" means the number (not ewcding X0) equal to the sum of (I)

the number (not ewceedmg 14 and disre'gardinogaOW fration) deter-

mined by dividing (a) the total of the waqes credited to the individual
(inelvdinq waqes deemed to be paid prior to 1.9.51 to such individual
udr section 917. eom"aewtion utder the Railroad Retirement Act
of 1937 prior to 1951 which is creditable to suck individualpursuant
to this title, and wages deemed to be Paid prior to 1951 to such, individual under section 331) for years after 1936 and before 1961 by (b)
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plas (i1) the number equal to the umber of year after 19 0
ion baae year (within the ce.. of subeach of which is a corn
co(b) )(B) n)a ineachofwhokeis credited with wa
(im~ingwage demosd to be paid to such individual under section
3917, and compensation under the RailroadRetirement Act of 1937 or

$9Mo,

the Ra&oad Retirement Act of 1974 which i8 creditable to such individual pursuant to this title, and wags deemed to be paid to such
individual under section 9M9) and self-employment income of not
which, pursuant to subless thm 85 percent of the ma .nm wo
aection (e), may be counted for such year.
(D) In each calendaryear after 1978 the Secretar shall pfisb is in
Registder, on or before November 1, the formulaforonthe Fed

pu€tin bene#t under this paragraphand for adjustingwaes and selfemployment i,ome under subsection (b) (8) in the case o7an indv dval who becomes eligible for an old-age insurance benefit, or (if
earlier) become. eligible for a disability insurance benefit or dies, in

the folkloing year, and average wages (as8 described by eubclais

(1)of subpawmrrph (B) (ii) ) on whaih that formula is based. With

the

ii41 publicatiot&required by this subparagraph, the Secretary

shall also publish in the Federal Register the average wages (as so
described) for each year after caendaryear,1950.
( ()) A year a#hall not be counted as a year of an individual'
death or eligibility for purposes of this subsection or tubsection (i)
in any case where such individual was entitled to a disability insumrance benefit for any of the 19 months immediately preceding the
month of such death or eligibiV (but there shall be cou.ted instead
the year of the individual's eligibility for the disability insurance
bel? to which he was entitled in such 1B-monh 1 id).
(A) In the case of an individual who was entitled to a ditabi.it
insurance behest for any of the 1t months before the month in which
he became entitled to an old-age insurance benefit, became reentitled
to a disability insurancebenefit, or died, the primary insuranceamount
for determining any benefit attributableto that entitlement, reentitle-

ment, or death is the greaterof--

(i) the primAry insurmwe amount upon which that diiabtlity
insurancebenefit was based, itreasedin the case of the individual
who so became entitled, became reentitled, or died, by each general benefit increase (as defined in subseotion (i) (3)) and each

inceae provided under subsection (i) (9) that would have applied to that Iprimay insurance amount had the individual remaiwd eniled to that disabilityinsurancebenewft until the month
in which he became entitled. reentitled,or died, or

(ii) the amount commuted under paragrah(1) (0).
(C) In the ease of an individualwho was entitled to a disabilityin-

suranc benefit for any month, and with respect to whom a primary
insurance amount is iqured to be computed at any time after the
close of the period of the individual' disability (whether because of
that individual's subseuen entitlement to old-age insurance benefts,
or to a disability intumnce benefit based upon a subequent period of

disability,or death), the primary insuranceamount so computed may
inno ease be Ws than the pnmalv insurance amount on te basis of
whiA he most recently received a disability insurance benefit.

95-90
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(k)(A) Euspt as otherwise P1-d- by p

aph (
a,zwo w n eligible for an ol-age ins wPanc
0)an
benipt prior to January1979 and who in that or any oucceeding
I

ecomes eligbl for!that boe.t

become eapgile fo a
JUw
ran"e benaet or
!ii) din, and
(6i) an i;4iidl
describedin clae (i) who was eUgibl for a
diability insurance benefit for a month prr to Ja ry 1.979
im
Ip
4 A driepo
(e~pto the extent tha
)ofaris
prnsdeo)b
(B) For the purpofes&ofitle;Zan
eligble or an old-ago insurane bn(tbegimnvg inl the month in
which attainsag ee3 or for a disabilityinsurancebenefit for months
beginning in the month m tich a period of disabiity began a.#
dsribed in section 016(i) (B) (0), un
less than .1 months have
elapsed since the temination.of a prior period of diabilityin wthich
can the month of eliiility with
p
to the Prirperiod of diaoligibiliy.
month
the
bcosdered
*ll
abilt
(4)Paragraph (1) does not apply to the computationor recomputtionf a ,mar isurmoe amount for.who toa eligsIble for a disabiity insane
~~niividal
benet /o; a moth prier to January 1979
s 9wn
, prior to the
moath in whAch there ocU the event described/i caws (i) (I),
(Y)(II) , or (0) (III) ?1 pa YWragaph ()A)j there occurs ayeriod
of at least 19 o
months for which he tas not
d to
a d*Wailty insurance benefit, or
(B) (i) an individual who had wages or aelf
infor
ome credited for a e bsfor 1979 and who was ,
_b
itwe
benep , or did not die, prior to
an old-ags or
January1979, if in the yea for w.hich the computation or recomputat
wod be made the individual's
iwame
amount would be greater if computed or woZ 2
(1) under section 215 (a), as in e#fec in December 1978, in
the case of an inividualwho becomes eligible for an old-age
inuancebeme# prit o
4, or
(I) as pro dd
section 215(d), in theca e of an idiv"dui to whom such section applies.
(ii) Forpurposes of der Offng underclas (i) which amount
(1). the table of benefit. in eect in December 1978 shall
ppy without re
to any imrse in that table which becomes e
(iwo
ordnance with subosection (i)
(4)) for
afe 178 euept as,provided in,subsection (1) (9)(A)
Year
(ii),1

Iand.
monthly wagq shall be comn(11)
the intdividuwi's average(m
putedas provided by subsection (b) (4).
(6) W it raspedt to computig the prm ryInsuran amount, after
December 1978, of an inividual to whom paragraph (1) does not
apply (eempt in the case of an individual describedin paragMph (4)
(B)), tir section as inefft inDecember 1978 remains in effect.
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Averne Monthly Wav

C(b).(1) For the purposes of column III of the table appearing in

SUtiction ,(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
cr&it) to his "benefit computation years" (determined under
PS

ph (2)) by

S ithenmber of months in such year
j()(A) The number of an individual's "benefit computation years"
shlbe equal to the number of elpsed years (determined under parsgraph (3) of this subsection), reduced by five, except that the number
of an individual's benefit computation years shall in no case be less
than two.
[(B) An individual's "benefit computation years" shall be those
computation base years, equal in number to the number determined
under subparagraph (A), for which the total of his wages and selfemployment income is the larest.
[(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
20M(j) (1) or otherwise) the first month for which the individual
was entitled to old-age insurance benefits, or
[(ii) the year suceeding the year in which he died.
Any calendar year all of which is included in a period of disability
shall not be included as a computation base year.
[(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 earlierbut after 1960, the year in which he
attained age 62. For purposes of the preceding sentence, any calendar year any part of which was included in a period of disability

shall not be included in such number of calendar years.

[(4) The provisions of this subsection shall be applicable only in the
case of an individual[(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) section
(a) becomes effective; or
[(B) who dies in or after the month in which such table becomes effective without being entitled to benefits under section
202 (a) or section 223; or
[(C) whose primary insurance amount is required to be recomptdunder Subsection (f) .(2).o]

(i)(I).
The amount of an individuaPe average indeed monthly
earins weqal o hequotient obtainedby
iig
(A) the total (after adjusmnt tbnder pargrph (3) of his
wages paid in and swlf-enployment income eredikd to hi. benefit
Computation yean (determined wnder paragr ph (0)), by
(B) the member of onmth. in those ears.

(0) (A) The number of an individual's bmenet computation years
eqUal, the number of ez peed years, mkdwd by Owl eept that the
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member of en dme 02
bene#t comrn aa
yew's may not be ten
thanatwo.
( a)
en~I
o ubseoti.
a
(B) For purpome of 9A su
tsecase o
(i) thie gem "yearo"
medf, i th Ope of
ayindiv~idual those oiataonbase yearsint
. ineudr
!I subp
.
Moa a
tenumber detowrM.
x
~i
aifim
wal
e.
set/graph, for which the total ofthe ind<
employment iwonse, after ad~iuate under parznpk 1(S),9 i
the lr
t;
the M!."Own
base yam" meow, in the
ofa
* .dal the =C
yew' *ftr,
196 and prior to the wi
(1) i the case of an itdivihual entitled to oUl-age imuemmu
bene/ta, the ear in which occurred (whether by reason of
usoo S5(1) (1) or otherwtae) the jIret month of that
() i ite cae of an individual who hat died, the year eucceeing the year of hi. death;
ewoept that such term,eaxcudee any calendar year extirely included
in.
of
Ifio n -eb7A';
(ii th terwi "nwn~er of helped Fare" wnans, in the cawe of
ar.y iaididual mept at otherwte 7Ovded by section 104(j)
o~&oca
SoeWrity*Amenmdments#of.197 (PuJii Law N-)
ume of calendar year. after 1960 (or, if later, the ea i
whi'k the individualattaiwd age 91) and before the yearin which
the individualdied, or, if it ocurd after 19, the year in which
hettand e 62;9 eetW ht
kcterm, excludes any calendar
patof wh i
ich ded in a period of disabity.
Eept as p ovided by srubparagraph (B), the wages paid in
aind self-emplOyment income credited to each of an individual' comnputation bate year for purpo e of the section terefrom of eNWI
oyes
underparagraph (9) it deemed equal to the prodc
of-_

(i) the wages and el.f-eplyme income credited to such
year, and
() the quotient obtainedbyV
(1) the average of the wage# (as defined in section M30(e))
of all emplyee as reported to the &ecretwy of the Treaeurij
for thoe sound calendar year (after 1976) predg the
earUmt of the ear of the individuaVs death, ei it for
an old-aee inree
benefit,or eliiiy
for a
i,in-abi
ance tensfit (eamcspt that the year i tohich the individual
die. or beco

. dible, Aal not be considered as such y/r

if the individwvl w'ag en led to disabit/

m.vao bene#t

for any month i the 19-mnonh period ,;n'diJate, -rcdn
uch death or eI*Wblit

but these's shall be counted instead

the year of the individua's elinii'tv for the disabilty in ur-

ance benew to wkich he was entled in asuchlf-month period)
(11) the ave
,i
of the ,oaqee (as so depe) of all emplovee ev twsortd to the &e dv of the T,,aevr. for the
womputation bass year for wick the determination i8 made.
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(B) Wage# paid in or seif-emplor
income credited to an imdiAzlft base vsae'tidPl
M ,
occurs after the second calendaryear apecdid in subparwgrapk,(A) (is) (I),werappUcable,or
(i) in a year which utder subsection (f) (2) (0) it consided
to be the last year of the period spec ed in subsection (b) (B)
(B) (ii),
are avaikble for use in determininq an individuaPs benet oorim(A) of tW
tation years, but without aW ymg subparagr
the averae months wage of an individual
- (4J)I,. de e
nce amount it computed (after 1978) under
wohoae pra
section 815(a) or 015(d) as in efect (e cept with respect to the
table conmesed therein) in Decembe 1978, by reason of ubseotim
(a) (C4) (B), thi aubsection as in effect in Deoember 1978 remains
in effect, eemps that paragraph (B) ( 0) (as then in sleet) is deemed
to p4ovide tha "computationbase years" include only caledaryear in

the perod after 19 0 (or 196., if applicable) and prior to the year in
which ooww4 the first month for wick the indivi ua oas eligible
(as de$ned in subsection (a) ($) (B) of this section as in effect in
January1979) for an old-age or disability insurance beneft, or died.
Any calendar year all of tichk is included in a period of disability
shall not be imwuded as a conputationbase yea.

(5) (Repealed].
Primary Insurance Amount Under Prior Provisions
[(c) (1) For the purpose of column I of the latest table that appears in (or is deemed to appear in) subsection (a) of this section,
an individual's primary insurance amount shall be omputed 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 cam of an individual who became entitled to benefits under section
2M(a) or section 223, or who died, before such effective month.]
(a) T.is subsection, as in efect in December 1978, 8haUl remain in
efect wit
respect to an individual to whom subaection (a) (1) does
not apply.by reason of the individual'seligibilitv for an old-age insurance or disabilty insurance benet, or the individual's death, prior to
1979.
Primary Insurance Benefit Under 199 Act

[(d) (1) For purposes of column I of the table appearing in subsection (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
paragrph (2) (C) and (3) of such subsection, 1936 shall be used
instead of 1950.
[F(B) For purposes of subparagraphs (B) and (C) of subsection (b) (2f an individual whose total wages prior to 1951 (as
defined in subparagraph (C) of this subsection)-
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t(i) do not exceed MW,000 shall be deemed to have been

paid such wages in equal parts in nine calendar years after
IN8 and prior to 1951;
[(ii) exceed P7,00 and are les than $2,000 shall be
deemed to have been paid (I) $8,000 in each of such number
Of.eeldar yL --fter 1986 and prior to 1951 as is qualto
thecalend ri'v%! b dividn such total
18000,

and (I

the exes of such total wasoerhjod

$8,000 times such integer, in an additional calen
such period; or

g~ii) an at least

t of

r year in

2,0oo shall be deemed to have been paid

W each of the fourteen calendar years after 1936 and

pPm' to 1951.]
(d) (1) For the ptpoe of counm 1I
ta ea
n muetion (a) ef thi. aeoion, as thad ewbedim wat in e ectin December
1977, an 6n viduai rmrYneuraoue bone# 8h be computed iu

..

The a(A)
diidua'

vere monthly wag@e ahabe

ae protided inabseofion (b)eof
emer 1977 (but without~

ted
%&e
"ki aechou asin e(a* in Deoeadt "
P 4

8ubegn (a. 80
effe#4t), 196GS8We
/1950.
(B) For pueee of .wbpwWgRap.
B(C) of ewbeection
(b)(0) (a# 8o In effec), the total wage pro to 19 1 (at difined
in subpargmvph (C) ofthi pa ragaph) of an idi&vidtwl who
attained age I1 after 1DM and pirtr
1961 8a U be divided by

the number of year (Aerina,
aa the division" ) ekapai

in thii tubpagrp

lferr

to

afe t he year in whc the Midivi~ual

attain ed aqe 21 and prior to the

of 1951 or the year of the

individual' death. The quotient o obtatwd i. deemed to be the

ind Vidtsal!8 wages credited for each of the years included in he

(ior'-teuti
the

emcede$SX. only $31A90 wedeeme4to be

-w~gtages for each of the veiwa included in the

divi or, and the remainder of the individual' total wage.
proto 1951(1) fflai than $3(X0, it deemed ced ite4 to the

e eare year used in the
d
W i"me
d;ior, or (m) if $S
or ,o,
wisemed credited, in
$3000bitcrementt, to the year in which the individual attained
age B1 and to each year coneutivdy vrecedin that year,

with ny
se de8
tan $M ewdied to the year pior
to the earliest year to which a full O M0
.ceont
cmdited; and
(ii) -nomore than $49,000 may be taken into accout,. for
purposes of this subparagraph, as total wages after 1956 and

prior to 1961.
(C) For the purposes of subparagraph (B), "total wape prior
to 1951" with respect to an individual means the sum of (i) remuneration credited to such individual priorto 1951 on the records
of the Secretary, (ii) wam deemed paid prior to 1951 to mieh
individual under section 217, (iii) compensation under the Railroad Retirement Act of 1937 prior to 1951 creditable to him pur-
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suant to this title, and (iv) wages deemed paid prior to 1951 to
such individual under section 281.

C(D) The individual's primary insurance benefits shall be 45.6

per centum of the first $0 of his average monthly wage as computedunder this subsection, plus 11.4 per centum of the next $200
of such average monthly wage.]

(D) The individual', prPM.t inturas b JMsall be 46
per centum of the ft $0 of i average montuly age a8 con-

puted wader this AbsectioN plu 10 per centum,of the newt $B0
of
average monthly wage; increaaddby I per centum for each
nchis
remen.

The number of inrement years it the umber,

not more

14 nor lea than 4, tat is equal to the individual

total wage. prior to 1951 divided by $14660 (di regarding any
(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 (8), who attained age
22 after 1950 and with respect to whom less than six of the quarters elapsng after 1950 are quarters of coverage, or who attained
such age before 1951; and
(C) (i) who becomes entitled to benefits under section 202(a)
or 228 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
un er section 202.(a) or 223, or
(iii) whose primary insurance amount is required to be recomputed under section 215(f) (2) or (6), or section 231.
(8) The provisions of this subsection as in effect prior to the enactment of the Social Securit Amendments of 1967 shall be applicable
in the case of an individual[-_
A) who attained age 21 after 1936 and prior to 1951, or3
(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 application of this section (as amended by the Social Security
Amendments of 1967) and section 220.

(4) The provsin of this aubeection a in effect in Decmber 1977

sal be appl6icable to individuals who become eligible for old-age in-

surance or disability insurance benefit or die prior to 1978.

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 wagej

averse idezed month ly eaYnings or, in the case of an indi.
tpidua7 ,wme primary insurance amount is computed under setion 015(a) a8 in effect prior to January 1979, average monty
oage, there shall not be counted the excess over $8,600 in the am
of any calendar year after 1950 and before 1955, the excess over
$4,200 in the case of any calendar year after 1954 and before 1959,

the excess over,$1,80 in the case of any calendar year after 1958
and before 1966, the excess over $6,600 in th case Of any ealItdar

year after 1965 and before 1968, the excess over $7,800 in the case

of any calendar year after 1967 and before 19, the excess over
$,000 in the eame of any calendar year after 1971 and before 1978,
the excess over $10,800 in the case of any calendar year after 1972
and before 1974, the excess over $18,200 in the case of any calendar
year after 1978 and before 1975, and the excess over an amount
equal to the contribution and benefit base (as determined under
section M0) in the case of any calendar year after 1974 with respect to which such contribution and benefit bas is effective (be-

fore the
, of

a

n the ow of avrge inde
mo l eam,ectioia
(b) (3) (A)) of (A) the vges pd tohim in

such year, plus (B) the self-employment income credited to
such year (as determined under section 212) ; and
(2) it an individual's [averae monthly w
] verge isde "Wed
m yoiharige or, iSi t Ae case ofo anindid
whome

Priam wurnceamount ie Comsputed Vftder action 216(s) Ma
in @lee7
to JyUaW 1979, at
e m/mthy wage, computed
under subsection (b) oro
purposs of subsection (d) is not
a multiple of $1, it shall be reduced to the next lower multiple

of $1.

Rsc..atatim of Desdts

(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 subsection or, in the case of a World War II veteran who died prior to
July 27,1954, asprovided in section 217(b).
K(2) If an individual has wages or asiffmployment income for a
year after 1965 for any part of which ie 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 recomputation shall be made as provided in subsections (a) (1) (A) and
(C)
year
respect to wbichinsuch
recoMputatand (a) (3) as though
the lastthe
year
of with
the periodspecified
subsection

(b)(52) (C).Arecomputation under this para
er
shall b effective-

with respect to any

[(A) in the cae of an individual who did not die in suchyear,
for monhy benefits
with benefits for January of the
follow*nm yer; or
C(B)"m the case of an individual who died in such year, for
monthly benefits beginning with benefits for the month in which
he died.
(9) (A), I an imdvidia hma.g"e or dfell~veti"Oome
tk~dto.4-g
Iei
ti4e Af
fer 4 yewrafe 19178 for sart
or disability isrmawnci beow##, the -Seoretwy .AaU, at ~4w time or
times and within suck
weie
Aheay by iywgiiin -ioie
,wonmthe imfividwl'a pr
SVuC
. amount
that year.

(B) For the purpose of applying a
(a)(1) to the average kd4-aedm t

(A) of PAseion
o an isdiidu to
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wAhm that subseetion applies and Mo reeves a II

pttionunder

th( paagrph, there Ahall be used, i lieu of the amounts of those
earng e8tablih ed by cliaes (i) and () of sbraP
(B) of

tha$ ubsectio, the anountA that werme (or, M the case of an individual
described in subsection (a)(4) (B), toould have been) used in the

coputinaon of the individuaPs primary insurance amout prior to
the a
tion of th.subsection.
(C)A
leco~mttio under this paragraph shall be made as provided inmsubset*m (a) (1) =s though the year with respect to hich
it is Md i the last .vear of theperc* peled in subsection (b) (,)
(B)(i),and eubsection (b) (3) (A halappy with rwee go aniy
Wh

omutat

as it applied in the computation of suh, ind-

vidual's primary insurance amount prior to the application of thi
(D) A recomputation under this pagtwph with respect to ay
year shal be effetive-

(i) in ,the ease of an individual who did not die in that year,
for monthly benfts begini'g
-with,
be~et for January of the
following year; or

(ii) in the case of. an indiidual who died in that year, fPr

monthly beeflis beginning with benefits for the month in wh&eh
he died.
[(8) 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 202 (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 1.961 or (if he died
without filing such application and such death occurred prior to January 1961) by s. person entitled to monthly benefits on the basis of such
individual's wages and self-employment income, the Secretary shall
recompute such individual's primary insurance amount. Such recomputation shall be made in the manner provided in the preceding subsections of this section (other than subsection (b) (4) (A)) for
computation of such amount, except that (A) the self-employment
income closing date shall be the day following the quarter with or
within which such taxable year ended, and (B) the self-employment
income for any subsequent taxable year shall not be taken into account.
Such recomputation shall be effective (A) in the case of an application filed bV such individual, for and after the first month in which he
became entitled to old-age insurance benefits, and (B) in the case of an
application filed by any other person, for and after the month in which
such person who-filed such application for recomputation became
entitled to such monthly benefits. No recomputation under this Paragraph pursuant to an application filed after such individual's death
shall affect the amount of the lump-suni death payment under subsection (i) of section 202, and no such recomDutation shall render
erroneous any such payment certified by the Secretary prior to the
effective date of the recomputation.3
Sec. 215 (f) (3) is repealed.
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. (4) Any reputation ndem-. this son
shall be effective onl
if s
reconputation results in a higher primary insurance amount
(4 AW opu t afionie efeiiue under " s ubsectieon tify it

resutwM a p ew

thn the

prw

wUMn

amount that i8 at leat

inwrce amount.
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(6) In tihm
amof a man who became entitled to old-age inuance
benefit. and died before the month in which he attained ae 65, the

Secretary shall rs0ompIuto his primary isurace mount as provided

in subsection (a) as thoughhe became entitled to old-age insuance

benefits in the month in vhich he died; except that (i) his amputation 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) (8) shall not include the yearin which he died or any year thereafter. Such recomputation of such primary insurance amount shall be
effective for and after the month in which he died.
()Upon the death after 1967 of an individual entitled to benefits
section
202 (a) or section 223, if any person is entitled to monthly
benefits or a lump-smn death payment, on the wages and self-employment income of such individual, the Secretary shall recompute the
deedent'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 bseotion, at in elect in December 1978, aUll continue

to

)Y to the reonputatios

a pomay mauren,,amounthoaunea ubtsoNim (a) or
a ianelect (without rgard to the
table contaoed in subsection (a)) insuan month, and, whe aoprt
ate. under aUetion (d4) as in sedc in December 1977 For purposes
of ay

mong theeimpt

drsiount under eubsetion (a)

or (4) (a.sthuain efoc with mepect to an individual to whom those
eultion arply by reson of pa grtph (B) ofu section (a) (4)
W in*eject after Deoember1978,no tiemutenext shai be taken into

accout for the year in which the individual ii~ lybcmaeiil

for an ol-tage insuanm or ditabiityinsurance bewat or died, or for
any year throfter.
(g) The amount of any primary insurance amount and the amount
monthly
beneft computed under section 2te-sr 223 which (after
of ay
redmont
unme io a20(a) and deductions under section 208(b)

is not a multiple of $0.10 shall be raised t~o the next higher multiple
of $0.10.
(h) (1) Notwithstanding th e
vi of subchapterMIiof chap.
ter of title 6,United States Code, remuneration paid forstrviced to
which the provsins of ecion 210(l) (1) of this Act are applicable

and -which is-prformed by an individual as a commissioned offcer of
th6
Tiere
top of the Public Health Service prior to July 19 1960,
halnot be included in comutig entitlement to or the amount of any
monthly benefit under this title, on the basis of his wages and selfemployment income, for any month after June 1960 and prior to the
first month with respect to which the Civil Service Commission certifies to the Secretary that, by reason of a waiver filed as provided ind
'paragraph (2), no further annuty will be paid to him, his wife, and
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his children, or, if he has died, to his widow and children, under sub
chater M of chapter 83 of title 5, United States Code, on the basis of
service,
(2)In the case of a monthly benefit for a month nor to that in
which the individual,.on whose.wages and slf-empIoymnept income
such benefit is based, dies, the waiver must be fied 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 any, 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
on March 31 in each year after 1974, or (ii) any other calendar quarter in which occurs the effective month of a general
benefit inermase under this title;
(B) the term "cost-of-living computation quarter" means a base
quarter as defined in subparagraph (A) (i), in which the Consumer Price Index prepared by the Department of Labor exceeds,
by not less than 3per centum, such Index in the later of (i) the
lastprior co, of-fiving computation quarter which was estabIshed under this subpargraph, 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-ofliving 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-ofliving computation quarter, or any other calendar quarter shall
be thiearithmetical mean oi such index for the 3 months in such
quarter.
(2 (A) (i) The Secretary shall determine each year beginning with
1975 (subject to the limitation in paragraph (1) (B) wheetherthebae
quarter (as defined
in paarph (1)(A)(i) ) i such year is a cost-of_).
_
rlvi. amputation quarter.
[(H) If the Secretary ddermines that the base quarter in any year
is a cost-of-living computation quarter, he shall, effective with the
mouth of June of such year as provided in subparagraph (B), increase
the benefit amount of each individual w'ho 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
primary
(3) of isa section),
(a)including
subsection
under
determined
amount
insurance
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-

184
igrqA) by the -u
mUptg (une to
enesat one-tenth of I
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(I) t9U bevie# iniowst of eaoh idud tho for that month
initle
to bewe it undersection W8 or 99,
(ii) the
swurmjwfa~nc aount of each other individual on
tohohbeet
ir band wider this Mite, ad
(III) the total mnothly~beneqt based on eah , wimm "Wu.
moos
neurnt OW~prite under waon '903 (;Ohic& shall be
im.eeD, W"le, othewis so -nrae
ne nt her puw.Vieion
of this Satl, at the same tim at the p wyu waeamouft on
tihich, they aft baned) or, W&the Oawe ofa
tp"rsy iffwfne
amount oomA" teWWWda subsection (a) Ms in elect (without regodY to the table costaine Mhersin) prior to anmusar~ 1979, the
,wnttto which the bn~ire
may be entitld nder section
SOSasin effeot in December 1978, swoept walrviFdedbyscto
905(e)(6) and (7) at ieffevi after December1978.
but sfAA n4t increase a p'wia~
a maounit that is com1 ,te
under eui m*sh()(i)
7,1) of subsection (a) (1) or as vmt

WIWR

Msuv~ceamount that was omnputed prior to Jw

va1y

subsection, (a) (5) as then in eit. The inerwas Mhall be derived by
mti~pyinech of the amuts descried in clauses (1),9 (11), and
(Il)(fncuuin each, of those prmay arznafmout or DOWn pi
amounts as prieW~1l iceased tuder this
parugrapko) 'by the
same percentage (rounded to the nearestone1-tet of 1 Percent) as the
perentg~by toPkic the Consumer Price hIde. fo t cost-of-lii
comptatin carterexceeded the Indew for the mot recen

Cordw quarterwhich waes a base quarterwnder paoua~pA (A7(A) (ii)
0o

or, if. laer, the most recent cOftt--luM
qwwter utuder
8o *W
t/hat is nIot a iultipl
POW VMPk ()(). Any aont
9a7a
of
8s
be icreaedto the ne"t higher 1mltple of $0.10.
(uissi) Is the ase!of an individual woho becomes 0lIgile for an oldege inuWW!nce0' or disbilt nuic
bow^pi or dien priorto becoming
se0 eigible, in a Yew in which there occirs an increase
*"in
olaus (ii), the individual's prmr na'z
amount wt
tre
iuneOf entitlement to tha bene)t) shall be increased (uanCdto the
Ohrisecreaseodunder another pvuinof thit tkkl) by
the wnoun* of Mth increase and mubnequent applicable immrates, but
onl woith
A ipect to ben p Payable for montths after May of ta
(B) The increase jerovided by subparagraph (A) with respect to a
particular cost.of-livmng computation quarter shall apply in the cse
of monthly benefits under this title for months after ay of the calen-
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dar year in which occurred such cost-of-living computaton quarter,
and in the case of lump-sum death payments with respect to deaths
occurrin after May of such calendar year.
,ishd
CC forany
r Whenever
level by
of 2.5ie percent
Consumer Price Index as pubmonth the
exceeds
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 quarter, theSecretary 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 Committee on Finance of such determination within 30 days after the close
of such quarter, indicating the amount of the benefit increase to be provided, 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 bas, the
actuarial
of the effect of such increase, and the actuarial aSsumptionsestimates
and methodology used in preparing such estimates.
(D) If the Secretary determines that a bae 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. He 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 contained in subsection (a) of this section (as

it may have been most recently revised by another law or pursuant
to this paragraph); and such revised table shall be deemed to be the
table appearing in such subsection (a). Such revision shall be determined as follows:
C(i) The hedis of the table shall be the same as the headings
in the table immediately prior to its revision, except that the
parenthetical 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 c
to the amount shown on the corresponding line-of column IV
of the table immediately prior to its revision.
C(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 column V shall be increased, if necessery, so that such amount is at least equal to one and one-half

times the amount shown on the corresponding line in column IV.
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.A such incre"ed amount which is not a multiple of $0.10 shall
be m re atd to the next higher multiple of $0.10.
t(v) If the contribution and benefit base (determined muner
seetien
for the calendar year in which the table of benefits is
revised 280)
is lower
than such be for the following calendar year.
columns I, ITV, 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 ITthe second figure is equal to one-twelfth
of the new contribution and benefit base for the calendar year followig the calendar year in which such table of benefits 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 ualto
I the last line of such
column as determined under clause (v) plus 20 percent of onetwelfth of the excess of the new contribution and benefit base for
the calendar year following the calendar year in which such table
of benefits is revised (as dermined under section 280) over such
base for the calendar year in which the table of benefits is 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
increased amount which is not a multiple of $0.10 shall be increased to'the next higher multiple of $0.10]J He sAal aso pubish in the Fed"aRegister at tha time a revs n of the amount
referred to in 41b parurap!&(C) (i) (1) of auberioi&
(a) (1) "md
that shall be the increased amount de&trmed for purposes of
.
er this b ci
ire. (C) (i).(I)
s p,
(8) As used in this sub6ection, the term "general benefit increase
uAder this title" means an increase (other than an increase under this
subsection) in all primary inurance amounts on which monthly insurance benefits underthis title are based.
(4) This P.seon4as ineffect in December 1978, shall continue to
sppi to subsetions (a)atd (d), as then in eject, with respect to Comr"" the p a" insurance amount of an indivkhAal to whom msbe
(a), as in e et after December 1978, does not apply (ineludMWa iiedir~ual to whom
mbeption (a) doe not apply in any year
b* reason of paiugrPh(4) (0) of that aubsectto%.Ot the a piwaion
of this tubaeiction uck cases salla be modie by the apple
o of
su~~~claruse~~~
(I fcluei)
Of MuCA paragraPh(4) MB)).
e
of comg
prmay insurance amounts and mawim)uman.vlftPer 7(other thwplnmarnsewcaout amtimmf M enbo
suck paragraph (4) (B) apptoa)the
fo
,Af idivuabtiwhom
shallw
iu~lk
nthe Feder Register rviosof
the table
of beneAt coveaie n subetion (a), as in ejet in Deeember 1978,
at required by
aip& (8) (D) of thi ubc0n a8 then in effet.
Benefits in Case of Veteras
Sec. 217. (a)(1) 0 * *
(b) (1) Any World War 1I veteran who died during the period of
three years imnediately following his separation from the active mili-
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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) ae in effect in Decmber 1978. Notwithstanding section 215(d) a in efect in December
1978, the primary insurance benefit (for purposes of section 215(c)
ain 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 the I per centum addition provided for in section
209(e) (2) of this Act as in effect prior to the enactment of this
be applicable only with respect to calendar years prior
section s
to 1951. This sulection shall not be applicable in the case of any
monthly benefit or lump-sum death payment if,(A) a larf r such benefit or payment, as the case may be, would
be payable without its applcaton;
(MI any Penion or compnstion is determined by the Veterans Admnistration 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.
Reduction of Benefits Based on Disability on Account of Receipt
of Workmen's Compensation
See. 24 (a) If for any month prior to the month in which an individual attains the age of 62-1 such individual is entitled to benefits under section 223, and
12 such individual is entitled for such month, under a workmen'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 this benefits under section 223 for such month and of any
benefits under section 202 for such month based on his wages and selfemployment 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 202 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 eSarnigso, or
j)
the total of such individual's disability insurance benefits
er 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 action.
In no case shall the reduction in the total of such benefits under sections 223 and 202 for a month (in a continuous period of months)
reduce such total below the sum of-
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the total of the benefits under sections 223 and 902, after
action under this section with respect to all persmw entitled
to benefits on the basis of su individual wages and self-employment income for such month which were determined for mh individual and such persons for the first month for which reduction
under this section was made (or which would have been so determined if all of them had been so entitled in such first month), and
(8) any increase in such benefits with respect to such individual
sad such persons, before reduction under this section, which is
made effective for months after the first month for which reduction under this section is made.
For purpse of clause (5), an individual's average current earnings
means the largest of (A) the average monthly wage (dervsked
tnder etion 91(b)m in effwt *r to Jam 1979) used for purpoem of compute
his benefit under section
,(B) one-sixtieth of
the total of his wages and self-employment income (computed without
regardto the limits ons spe
in sections 209(&) and 211 (b)(1))
for the five consecutive
dar years after 1950 for which such wages
and self-employment income were highest, or (C) one-twelfth of the
total of his wages ad self-employment income (computed without regard to the limitations specifiid 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. In any cue where an individual% wages and self-em ployment income reported to the Secretary for a calendar year reach the
limitations specified in sections 209(a) and 211(b)(1), the Secretary
under regulations shall estimate the total of such 'waessnd self-employment income for purposes of clauses (B) and (C) of the preceding sentence on the basis of such information as may be available to
him indicating the extent (if any) by which such wages and selfemployment income exceed such limitations.
)

Entitlement to Hospital Insurance Benefits
Sec.
(a)226.
• •,
(h) (1) Fr purposes of determining entitlement to hospital insurance benefits under subsection (b) in the case of widows and widowers
described in paragraph (2) (A) (iii) thereof-

(A) th term 'cage 60". n sections 202 (e) (1) (B) (ii) 1202 (e)
(5), 202(f) (1) (B) (ii), and 202(f) (6) shall be deemed to read
"ag 65"; and
(B) the phrase "before she attained age 60" in the matter
folowing subparagraph (F) of section 202(e) (1) and the phrase
"before he attained age 60" in the matter following subparagraph
1(G] (F) of section 202(t) (1) shall each be deemed to read

"based on a disability".
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to
dmVsg
(4) Fo! te #7pe of dete .---Mee uwnwpw =ede .ubeeotio (b) i thtoe of an idvdi
~eio
in clzuee (QQi o( subsection (b) (9) (A),9 the etitlemnt of aud individual to widowa or idowe8 inmet.mae bemt
under asotio WO (e)
or ()by reabon of a diability#hallbe demed to be the emntteent to
nwAbowftthat would result if euwh entitlement were detemiued
without regardto the
u
of aeti MR() (4).
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-livin
computation quarter, he shall also determine and publish in the Federa
Register on or before November I of the calendar year in which such
quarter occurs the contribution and benefit base determined under subsiection (b) which shall be effective with respect to remuneration paid
after the calendar year in which such quarter occurs and taxable years
b inning after such year.
(b) The amount of such contribution and benefit base shall (ebjot
to au ectiop (o) md (d) ) be the amount of the contribution and benefit bss in effect in the year in which the determination is made or, if
larger, the product of-(1) the contribution and benefit base which was in effect with
respect to remuneration paid in (and taxable years beginning in)
the calendar year in which the determination under subsection
(a) with respect to such particular calendar year was made, and
(2) the ratio of (A) the average of the wages of all employees

as reported to the Secretary of the Treasury for the calendar yew

preeding the calendar year in which the determination under
subsection (a) with respect to such particular calendar year was
made to (B) the average of the wages of all employees as reported
to the Secretary of the Treasury for the calendar year 1978 or,
if later, the calendar year preceding, the most recent calendar
year in 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 $800, 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. For
purposes of this subsection, the average of the wages for the calendar year 1978 (or any prior calendar year) shall, in the case of
determinations made under subsection (a) prior to December 81,1979,
be deemed to be an amount eaual to 400 per centum of the amount of the
average of the taxable wages of all empye as reported to the
Secretary for the first calendar quarter of such calendar year.
(c) For pulaues of this section, and for purposes of d2,0i in
wa
n slf-employment income under sections 209, 211, 218, nd
215 of this Act and sections 14(% 8121, 812, 8125, 6418, and 6654 of
the Internal Revenue Code of 1954, the "contribution and benefit bas"
W n opect to rlmmeimtion paid in (sad taxable yearn
in) any alendar year after 1978 and prior to the calendar year wih
93-OTO 0 - TV - 10
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the Jme of wbich 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 ens"
subsequent to
the law which added this section.
For purposes of the t
t
bility under nation 3111 of the
InternalRevenue Code of 195 nd
d section,MI (b) of uak Cod i the
case of railroad emNploy7m.t, the contribution and beneft base referred to in paragmp (1) of section 3121 (a) of the Internal Revenue
7ode of 1954 is deemed to be $50,000 with respect to remuneration
paid during calendar yeors 1979 throetqh 1984, aed with reaped to evdendar years after 1.984 $75,0M or (if higher) the contribution and
beneft bas-e as determined under thisi section withotit regard to the
pvrw'sso of this sentence.
(d) Eawept as otherwise pr ded by the last sentence of subsection
(c) and eoempt for purposes of determining employer t~Az Uability
under section 3l(a)
of the Intzrnd)Revenue Code of 1954. for
calendar vears 1979, 1981, 1983, and 1.98A the contributionand benefit
bass shxl be equal to the amnout de e"ined under eubeection (b) but
as augmented for each such year (and carried.forwardthereafter) by
$600: and the amount of such base for atw such year as -o increased
shall be deemed to be the amount of wek base for such year for pur. p
i
of
poses of det"'ninq ant/ increae, under the pree
this section. in uch base for anvweeeding year.
(e) For purposes of subsection (b). the term "wages" for years after
1976 shell hove the meaninov assigned to such term by section 3401 (a)
of the Internal Revenue Code of 19.5A and section 3121(a) of such
lode (but without regard to the operationof section 930 of the Soda?
Aecui4.i Art as specifid theren) to the.extent that they are excluded
from such section 3401 (a). For years before 1.977, the term wagese"
shall

be deierm!'ned under regdtions to be promulgated by the

Secretary.
INTERNATIONAL AGREEMENTS
Purw

of.. Agreement

See. 233. (a) The Presidentis authorized (subjeff to the succeeding
pr iveos of this section) to enter into agreements eftablishing totaliaationarranqementebehten the social security system establishedby
this title and the social seeuritV system of anw foreign cowtr, for the
purposes of establishingsettlement to and the amount of old-age, survivoa, disablity, or derivative beewf s based on a combination of an
individuas periods of coverage under the social security syetemn established by thik title and the social security system of such foreign
cou"try
Dei*d tons
(b) For the purposes of thisseetiow(1) the term "social security system"meams, with respect to a
which is of
feewigui cout., a social inwranee or pension sst.
general application in the eoutfy and under WAoich periodic bene-
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fts, or the actwia eqalent thereof, are paid on account of old
age, death, or disability and

(5) the term "peio of coverage" means a permiod of payment

of otntion or a period of eimnngs based on wages for emincome, or any similar period
ploymen or on sdf-employn
oSdas eale theretounder the title or under the social
security system of a country which is a'party to an agreement

entered into under th8 section.
Cred ng Perio e Coverwge; Contion.of P.ymnt d Bewaf
(c (1) Any agreement establishing a totalisation, armggement
pursuant to thisasectionshall provide(A) that in thecase ol an individualwho has at least 6 quarters

of coverage as delned in section 213 of this Act and period of
coverage under te soci ecurty system of a foreign cou"ei
which is a party to such agreement, periods of coverage of mumi
individualunder such social security #ystem of such foreign coun-

tr! may be combined with periods of coverage under this title and
otherwie considered for the purposes of establishingentitlement
to and the amount of old-age, survivors, and disability inAwarnc
benefit under this tile;

(B) (i) tat employment or self-employment, or any Nervim

which hs recognised a* equivalent to emplyment or self..employ-

ment under this title or the social

urity system of a foreg

which i a party to such agreement, shall, on or aftsA
coun
the epeeive date of such agreement, result in a period of coverage
under the system established under this title or under the system
establishedunder the laws of such foreign country, but not under
both, and (ii) the methods and conditions for determininq under
which system employment, self-employment, or other servicee shall

resultin a periodof coverage;and
.()
that where an indik1duaPs periods of coverage are cornbined, the benefit amount pavable under this title,shall be based
on the proportionof such individual's periods of coverage which

was completed under this title.

(9) A fw suchagreement may provide that-.
(A) an individual, who is entitled to cash benefits under this
title shall, notwithstanding the provision of section 202(t), receive such benet while h resides in a foreign country which is
a party to such aqremnent;and
(B) the beneft paid bmt the United States to an individual who
legalty resides in the U7nited States sh4 be increased to an
aemownt, which, when added to the benefit paid by sueh foreign
country., will be equal to the benefit amount which would be payable to an entitled indiv;du based on the first fiqure in (or
deemed to be in) column IV of the table in section 215(a) in the
ewe of an individual berominq eligible for mch beneft before
January 1. 1979. or based on a Prma inmranne amomt determined under section 215(a) (1) (e') (i) (1) or (I) in the case of
an individual becoming eiqThle for sueh benefit on or after that

date.
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section

6 shall not apply i tie case of any individual to

whom it would not be applicablebut for this section or any agreement
or r
ilaion under this section,
(4) Any -suchagreement may contain other provisions, which are
not knconsttent with the other provisions of this title and whic the
Presidentdeems appropriateto carry out the purposeA of this section.
(d) The Secretary of Health, Education, and Welfare shall make
rule. and regulations and establish prooedres wdhih are reasonable
and necessary to implement and administer any agreement which
has been entered into in accordance with this section.
Reports to Congres;31 ective Date d Aveemaents

(e) (1) Any agreement to establish a totalization arranwement
entered into pursuant to this section hall be tcnsm0tted by the
President to the Congrews together with a report on the estimated
number of individual, who wl be affected by the agreement atd the
elect of the agreement on the estimated income and ezpenditures of
theroramsestablishedby this Act.

(9) Such an agreement shall become effective an any date, provided in the agreement, which occurs after the expiration of the

period, foikwiag the date on which the agreement is transmited
in accordance with paragraph (1), during which each House of the
Congress has been in session on each of 90 days; ecept that such
agreement shall not become effective if, during such period, either
House of the Congress adopts a resolution of disapproval (if the
agreement.
*

***

0

0

TITLE IV-GRANTS TO STATES FOR All) AND SERVICES TO NEEDY FAMILIES WITH CHILDREN AND
FOR CHILD-WELFARE SERVICES

PArr A-Am To F.xiLms WITH DE ENDENT CHILDREN
*

*

*

0

0

*

*

State Plans for Aid and Services to Needy Families With Children
Szc. 402. (a) A State plan for aid and services to needy families
with children
* * * must-

(l)

(7) except as may be otherwise provided in clause (8), provide
that the State agency shall, in determining need, take into consideration 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 same home as such child and relative) whose needs the
State determines should be considered in determininsr the need of the
child or relative claiming such aid, as well as any child care expenses
reasonably attributable to the earning of any such income;
(8) provide that, in making the determination under clause (7),
the State agency-
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(A) shall with respect to any month disregard(i) all of the earned income of each dependent child receiving aid to families with dependent children who is (as
determined by the State in accordance with standards Prescribed by the Secretary) a full-time student or part-time
student who is not a full-time employee attending a school,
college, or university, or a course of vocational or technical
training designed to fit him for gainful employment, and
r(ii) in the case of earned income of a dependent child not
included under clause (i) a relative receivmg such aid, and
any other individual (living i the same home as such relative and child) whose needs are taken into account in making
such determination, the first $30 of the total of such earn
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 423(b)(2) and (3)); and.
(ii) in the case of earned income of a dependent child not
included under claise M/, a relative receiving such aid, and
any other indi dual (living in the same home as such relative and chltd) whose needs are taken into account in making
su'rh determination., (1) the first $60 of earned income for individuals who are employed at least forty hours per week, or
at least thirty-five hours per week and are earning at least
$92 per week, and (11) the first $30 of earned income for individuals not meeting the criteriaof subclause (1), plus (!I1)
in each case. one-third of up to $300 of addihonal earnings,
and one-Rfth of such additional earnings in excess of $300,
except that in each case an amount equal to the reasonable
child care expenses incurred (subject to such limitation as
the Secretary may prescribe in regulations) shall rst be
deducted before computing such indiridual'searned income
(except that the provisions of this clause (ii) shall not apply
to earned income derived from participationon a project
maintained under the programs established by section 49
(b) (f)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 subparagraph (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 person specified in clause (ii) of subparagraph (A) if such person(i) terminated his employment or reduced his earned income without good cause within such period (of not less than
30 days) preceding such month as may be prescribed by the
Secretary: or
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(ii) refused without good cause, within suchperiod preceding such mouth 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 o-f tle State, or
is otherwise offered by an employer if the offer of such employer is determined by the State or local agency administerin the State plan, after notification by him, to be a bona fide
er of employment; or
(D) any of such persons specified in clause (ii) of subparagraph (A) if with respect to such month the income of the persons so specified (within the meaning of clause (7)) was in exces
of their need as determined by the State agency pursuant to
clause (7) (without regard to clause (8))'uness, for any one of
for four months p,
ing such month, the needs of such person
were met by the furnishing of aid under the plan;
*

*

*I

*

*

*o

(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; [and]
(28) provide that, in determining the amount of aid to which an
eligible family is entitled, any portion of the amounts collected in any
particular month
child support pursuant to a plan approved under
p art D, and retained by the State under section 457, which (under the
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

(U9) Effectioe October 1, 1979, provide that wage information
available from the Social Secturitj Adminiatrationunder the provi.
stotlw of seciton 411 of this Act. and available (under the provision of
action 3304(a) (16) of the Federal Unemployment Tax Art) from
agencies adminieterkq State unemployment competeation laws, shall
be requested and utilized to the extent permitted under the proiions
of such sections; except that the State shall not be required to request
such info&rmation from the Social Security Administmtion where such
informtion isavailable from the agency admietietring the State

utwmployment compenton laim.
*

*

$*

*

*

*

lNtyment to States
Sec. 403. (a) From the sums appropriated therefor, the Secretary
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 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 families with dependent children under the State plan
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(including expenditures for premiums wider part B of title
XVIII for individuals who are recipients of money payments under such plan and other insurance premiums for medical or any
other type of remedial care or the cost thereof)(A) five-sixths of such expenditures, not counting so much
of any expenditure with respect to any month as exceeds the
product of $18 multiplied by the total number of 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 respect to whom such aid
in the form of money payments is paid for such month, plus
(ii) the number of other individuals with respect to whom
expenditures were made in such month as aid to families with
dependent children in the form of medical or any other type
of remedial care, plus (iii) the number of individuals, not
counted under clause (i) or (ii), with respect to whom payments described in section 406(b) (2) are made in such month
and included as expenditures for purposes of this paragraph
or paragraph (2)) ; plus
(B) the Federal percentage of the amount by which such
expenditures exceed the maximum which may be counted
under clause (A), not counting so much of any expenditure
with respect to any month as exceeds (i) the product of $82
multi plied by the total number of recipients of aid to families
with dependent children (other than such aid in the form
of foster care) for such month, plus (ii) the product of $100
multiplied by the total number of recipients of aid to families
with dependent children in the form of foster care for such
month; and
(-2) in the case. of Puerto Rico, the Virgin Islands, and Guam.
an amount equal to one-half of the total of the sums expended
during such quarter as aid to families with dependent children
tinder the State plan (including expenditures for premiums under
patty 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
imtontb as exceeds $18 multiplied by the total number of recipients
of such aid for such month; and
(3) in the case of any State, an amount equal to the sum of
the following proportions of the total amounts expended during
such quarter as found necessary by the Secretary of Health, 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 the training (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 institutions) of personnel employed or preparing for
employment by the State agency or by the local aVncy
administering the plan in the political subdiviion, and
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(B) one-half of the remainder of such expenditures,
except that no payment shall be made with respect to amounts expended in connection with the provision of any service described
in section 2002 (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 States; and
(4) [Repealed].
(5) in the case of any Stat, 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 individuab with reqet to whom payments described in section 406(b)(2) are made for any month, who may be
included as recipients of aid to families with dependent children for
purposes of paragraph (1) or (2), may not exceed 10 per centum of
the number of other recipients of aid to families with dependent children for such month. In computing such 10 peremt, there shall not
be taken into account individuals with respect to whom such payments are made for any month in accordance with section 402 (a) (19)
(F) or section 402(a) (26).
14 the case of clundar quarter.s beginning after September 30, 1977
and prior to April 1, 1978, the amount to be paid to eachi State (a8

determined uider tA* preceding provuwna of thwi

ubseetion or sec-

tion 1118, as the case may be) shall be increased in aocordae with

the provision, of sUection (i) of thi ection
(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 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 quarters, and if such amount is less than the Stats's proportionate share of the total sum of such estimated exditures,
the source or sources frn 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 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 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 for such quarter, and
(B) reduced by a sum equivalent to the pro rata share to which
the United States is equitably entitled. as determined by the Secretary of Health, Education, and Welfare, of the net amount recovered duri g any prior quarter by the State or any political
subdivision thereof with respect to aid to families with dependent
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children 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 lea Ith, 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 State,
at the time or times fixed by the Secretary of Health, Education,
and Welfare, the amount so certified.
(c) Notwithstanding any other provision of this Act, the Federal
share of assistance payments under this part shall be reduced with
respect to any State fo. any flcal year after June 80, 1973, by one
percentage point for each percentage point by which the number of
individuals 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
-tuch 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)
tlie rate specified in rech subparagraph shall be 90 per centum (rather
than 75 per centum) with respect to social and suIpportive service
provided pursuant to section 402 (a) (19) (G).
(2) Of the sums authorized by section 401 to be appropriated for
the fiscal year ending June 80, 1978, not more than $750,000,000 shall
he appropriated to the Secretary for payments with respect to services
to which paragraph (1) applies.
(e) [ Repealed I
(f) Notwithstanding any other provision of this section, the amount
payable to any State tinder this part for quarters in a fiscal year shall
with respect to quarters in fiscal years beginning sifter June 30, 1973,
Iew reduced by I per centunt (calculated without regard to any reduction under section 403(g) of Ruch 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 requiring the offering and arrangement for provision of family
planning services; or
(2) in the immediately preceding fiscal year (but. in the case
of the fiscal year leginning 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 resect
to any individual who, within such period or periods as the
Secretary may prescribe, has been an applicant for or ireipient
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 80,
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-
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(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 screenmg services under the plan of such State approved under title XIX,
(2) provide or arrange for the provinon of such screening
services in all cases where they are ruested, or
(8). arrange for (directly or through referral to appropriate
agencies, organizations,or individuals) corrective treatment the
need for which is disclosed by such child health screening services
(h) Notwithstanding any other provision of this Act, the amount
payable to any State under this part for quarters in a fiscal year shall
with respect to quarters beginning, after December 31, 1976, be reduced
by 5 per centum of such amount if such State is found by the Secretary as the result of the annual audit to have failed to have an effective
program meeting the requirements of section 402(a) (27) in any fiscal
year beginning after 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 calendarquarter which begins after Septembr 80, 1977, and prior to April 1,9178, the amount payable (as
detemdned under subsection (a) or section 1118, as the case may be)
to each State, which has a State plan appred under this part, shall
(subject to the eueeding peragrph of this subsection) be increased
by an amount equal to the sum of the following:
(A) an amount which bears Me sante ratio to $1004KX0
as
the amount expended as aid to families with dependent children
under the State plan of such State duri the month of Deoember
1976 bears to the amount epended as aid tofam, ie#with dependent childrenunder the State plans of all State duringsuch month,
and
(B) (i) in the case of Puerto Rico, Guam and the Virgin
Islands, an amount equal to the amount determined under subpararph(A) with iwpect to suchState, or
(is

in the case of any other State, an amount which bears the

same ratio to $100,00(XX, minus the amounts determined under
claue (i) of this aub
rph, as the amount allocated to such
State, under section 106 of the State and Locq FiscalAssistance
Act of 1972 for the most recent entitlement period for which allocations have been made under such section prior to the date of
enactment of this subsectioN bears to the total of the wnouWU

allocated to all States under such section 106 for suck period.
(2) As a condition of any State
an increase, by reaon of

the application of the foregoing provision of this subsection, in the
amount determined for such Statepsuant to subsection (a) or un-

der section 1118 (as the case may be), suc State must agree to pay
to any political subdivision thereof which participate.in the cost of

the State's plan, approved under this part, during any calendar quar-

ter with respect to which such increase applies, so muck of such increase as does not exceed 90 per centum of such political subdivision's

flnW contribution to the State's plan for such quarter.
() Notwithstanding any other revision of thispa the amount
payabl to any State by reason of the preceding provision. of this sub-
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scion for alndarqumae. Prior to Ap4 1,1978 s l be mad in a
u.ql ifeftllment, which shal be payable as shortly ater October 1,
1977 as is admitWetmtively feaible.
Incentive A djueftent in FederalFinanilParlpaton

) If the dosr error rate of aoss payments of aid funvdhed by

a SW under its State plan, approved under this part, with repeat

to any ei.-meustk reriAd a* based on aw pie and evuiuaWow thereof

(1) at least 4 per centwn. the amount of the Federal mnano~ui
y
paipationin the eapenditw made bv the Sa. in car
a pod sha . be determined wiAo4t
out such Pn dur
regardto the provis of thi aZbeotion;or
(9) k"s than 4 Per Mwenfm the amount of the Federal Ahnwia
pert"cpatienin the ewpendiotww made by the State in carrying
out euh Am durifwa suh period shall be the amount determined

guard to this MAMbsect

without

phuw, of the amount by which

such eCpendifm ar less thom they would have been if the errne-

ous ems paymenft of aid Ud been at a rate of 4 per oennn--

(A) 10 per cen m of the Federalshare of such amount, in
case such rateis not les than 3.6 per centum,
(B) 0 per mntum of the Federalshar of such amown*, in
case such rate is at least 3.0 per centum but less than 3.5 per

(0) 30 per entum of the Federalsha

of such amount, in

oase such rate i at least .5 per centum but less than 3.0 per

(D) 40 per cmtum of the Federalsha

of such wnoun*, in

case such rate is at least 9.0 per centum but les than 9.5 per
cenfw

(K) 50 per cenftm of the Federalshare of such amount, in

oase such rate is less than 9P per oengum.

Acem To Wage Information
Sec. 41L (a) Netwthta.dinq an oth r proviion of l.n,, the
Seret a
make available to States and poia
suidiison
therof ageinfom atio%contained in the revor&f of thes Social Seou,ri~ AgDi~rG~~nwhichit aeesar,, (as detnwnd by the Recrefor. puPoses of dete r-- fn an iaiJkidal'
v rgukaton)
tewy
emlitvfor airl Or 8svs or the amount of PAc, ai or service,
under a

Ztatepjan for aid and serve to we

fa.i.ies with h

fqly wia~e by
.wt
po~c
hchi
n su
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by such
i
apoe
ses.
p
,
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for
d
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/o
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S

*

150
TITLE VH--ADMINISTRATION

Dei eru of Benefit Checks
Se. 70& Notwof ad
ay other Jprvkia of thu Act, when the

normal day fo dliwry
bt: ft check under tWkl 11 or XV! of
this Apt teould, but for the0-A- of thitsaectie.. fail on a SatuerdaAnoor legal
I=1Uy(a. de
dvsection
in
6103 Of
NiU 6, United State. r ode) benest ches, for such monashal be
"saledfor div&r on the iuw-t day p edIM. such, "nraldelivery
day which i8 not a Saturda , &mdey, or lkqatl bl-I holidfy, without
regard to whether the deiwery of MAcc0c &.M4d& k th sam
calendarmoth i whih ech normal day for delivery would occur.

TITLE XI-GENERAL PROVISIONS AND PROFESSIONAL
STANDARDS REVIEW
PanT A--Gxmxau

P90oI

s

Demonstration Projects
Sec. 1115. (a) In the case of any experimental, pilot, or demonstration project which, in the judgment of the Secretary, is likely to assist
in pomtig the objectives of title I, VI, X, XIV, XVI, XIX, or
X.X, orpartAof title IV, in a State or State-

(a)I (1) the Secretary May waive compliance with any of the
requrements of section 9, 402, 602, 1002, 1402, 1602, 1902, 9002,
2008, or 2004, as the case may be, to the extent and for the period
he finds necessary to enable such State or States to carry out such
project, and
lo) (5) costs of such project which would not otherwise be
included as expenditures under section 8, 403, 603,1008, 1403,1603,
1908, or 2002, as the cas may be, and which are not included as
pat of the costs of projects under section 1110, shall, to the extent
and for the period pressed by the Secretary, be regarded as
expenditures under the State plan or plan approved under such
tite,or for administration of such State plan or plans, or expenditures with respect to which paymentshall be made under section
20066 as may be appropriate.
In addition, not to exeed $4,000,000 of the rebate amount appropriated for payments to States under suchtitles for any fiscal year
begiM.n &terJune 30, 1967, shall be available, under such terms
and conditions as the Secretary may establs for payments to States
to cover so much of the cost of such project as is not covered by payments under such titles and is not included as part of the cost of
projects for purposes of section 1110.
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by a s le State agencV),
402(a) (8) (relating to disregardof earned icome), ewcept that
no uchwaverof409(a) (8) ashaloert to waive an aon
in ce of one-half of the earned income of any individual , and
Y
(19) ratingg to the work incentve Progrem);
f
4(a)
(4) tse to cover the costs of such
--- Arep
(B) subject to
projects such dune aaareappropriatedfor paymet to any such
State With respect to the assitancewhich is or would, except for
pat on in a project under thit subsection be pa ab to
particr
project under partA of tatle IV
Ansc
individual patcpt'
for ayPoaalyearin which ~Ac demon tration projects are conductd; and
(0) wse ech fu~nd as are appropriatedfor pam 8tto States
under thed State and Local Ft.Cal Assistance Act of 199foan
$scml year in which such de~nonstration projects8 are conducted
=ndvid al. 'mpatto cover ao much of the costa of salarie for
ig ift plie service employment as is not covered thmg the
use of fud made available under subpairagraph(B).
(3) (A) Any State which wiiws to establish and conduct demonOtration projects under the provisions~ of this subsection shall submit
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an appl4action to the Secretary in such form and containingsuch, *n
formation as the Secretary may requew Such State shall be authorised to proceed with such project (i) when said applction has been
approved by the Secretary, or (ii) 46 days after the date on which
suh i aion is submitted unless the Secretary, during such 4 day
iisapioves such

0ia

(B) Notwit hetding the prwwivnia of par'agraph (B) (A),9 the
Seretar. may review any waiver made by a State under such para-

graph. Upon a #ndit

that any such oaier is inconsitent with the

purposes of this subsection and the purposes of part A of titie IV,
theS
may dimpprim ack waiver. The demonstrationproject
utnderkic any swk disapproved waiver was made by such State
shall be terminatednot later than the lvast daw of the month following

the month,in which. Mch waiver was disapproved.
(4) Any amount payable to a State under section 403(a) on behalf of an individual wtpatinW in a project under this section
shall not be increased by reason of the participationof such individual
in any dewnestaion project conducted under this subsection over
the amount which wouU be payable if auwk individual were receiving
aid to families ith dependent children and not participatingin such
project.
(5) Participationin a project established tnder this section shal

not be considered to constitute employment for purposes of any ftndin. with respect to lunmployment' as that term is used in section 407.
(6) Any demonstrationproject establishedand cndcted purant
to the provisions of this subsection shall be conducted for not longer
than two years. All demonstrationprojects established and conducted
prswant to the p ii
of this subsection shall be trminated not
later than September 30, 1980.

Payments to Certain Public and Nonprofit Employers
See. 1132. (a) The Seem"

shall, in the case of any State having

an aqrsement under section 518 of the ,'oeialSeemmity Act, or any orgeisation described in section 601 (c) (3). which is emmpt from tax
under section 60(a) for the tamable year. pay to each suth State or
organization (subject to the availabilityof fwnd appropriatedunder

the provisons of subsection (r)) an amount determined under subsection (b). In order to receive a payment under this section, u State
or organization shall #e a claim with respect to the taxable year in

such for m, nner, and at the time presce by the Secretary by
regulations.The Secretary shall certify to the Sexreoay of the Tres-

ury the name and address of each State or organiation digi.le
to receive such payment, the amount of such
Iamenttand the
time at which such paymed should be. mwde, and tVHeeeary of the
Treasury, thro A the Fiscal Servic of the Treasury Departmnt,

shall make payment in accordancewitk the oertifeationof the Swre-
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(b) (1) The amount pa" to a Rtotue under subsection (a) for the
table year shall (subMect to the pro,"uion of subsection (c)) be

equal to 60 percent of that portion of the amount paid by such State

under the proviio
munr tion paid to

o section 918(e) (1) (A) with respect to mividu L as employee, of such State (or am,

political subdivsion thereof) duri the taable year, which amount(A) was paid as the amount equivalent to the ta es whicA would
be itposed by section 3111 of the Internal Revenue (ode of 1954 if
the erqioee of employee. coveed by such State's agreement Under

section 918 oonstfuted employment as defined in section 311 of
sue cade aid

(B) was paid wit& respect to remneration paid to individuals

a8 employees of such State (or any political subdiinisWon therof )

which remuneration woas in excess (with respect to anyj individual
durugthe tawable year) of the contribution and benet bass applicale with respect to such. taxable year, under the prvvition.

of section 830 as such section applies to employees.
(2) The amount payable utder subsection (a) to an organisation

described in section 501 (c) (3) of such Code, whick is mempt frm tam
under section 501 (a) of suck Code for the tamable year, shall be equal

to 60 percent of that portion of the twee paid by suck organization

under section $111 of such Code, which taaes--

A) tere paid oith respect to re.muneration paid to individuals as employees of such orgmania~n dwtn

the tamable year,

and
(B) 'were paid iith respect to remtneration paid to individuals
as employee of suck organization which remuneration wat in ewoess (with respect to any individual during the tamable year) of
the contribution and benefit base applicable with respect to such
tamable year, under the provision. af section 30 as such section

aivies to employes.s

(c) -Tere are authorized to be appropriated such mms as am nece8sary to carry out the prvso
this section. If the sums appropi.ated for any fiscal year for making pywnts under this secdion are

ius~cin to pay in full the total amounts which States. and organizations are author ed to receive under this section during suok sal
year, the maximum amounts which all suck States and organisations
maV receive under this section during such fiscal yea s-hall be ratably
reduced. Iu case additional funds become available for making such
payments for any fiscal year during which the preoedin sentence is
applicable, such reduced amounts shall be increased on the same basis

as tha were reduced.
(d) An~ State revig a pa

, under the pr"isi

of this sec-

tion shall agree to pay (and any such payment shall be made on the

condition that suck State payj) to any political ditision thereof a percentage of such payment which percentage shall be equal to the per-

centage of the amount paid by such State under section 818(e) (1) (A)
for which such State w'as refibursed by suck poliSal mbdwsNoMb
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TITLE XVIII-HEALTH INSURANCE FOR THE AGED AND
DISABLED
*

*

*

See. 1M~. (a)"*

S

S

S

Amounts of Premiums

(c)(1) * 0
(8) The Secretary shall, during December of 1972 and of each year

thereafter

m

i ad prmulgte the monky pirenum a-pcale

for the individoas enrolled under this puit for the 1-monit period
conmencing July 1 in the succeeding year. The monthly premium shall
be equal to the oUmer of-aduarial rate for enrollees age 65 and over,
(A) he

d rmiecordingto
12-cionth period, or

agraph (1) of this sb-

, for hgt

.(B) the monthly premium rate most rweftly promulgated by
tary under this paragraph or, in the cse of the deterth
miaton made in Demmber 1971, such rate promulgated under

mAuetion (b) (2) mulihied by the ratio of (i) the amount in

column IV of the table which, by reason of the law in effect at
the Ime the pmmulgation is mae will be in effect s of May 1
(or is deemed to ,pnext following mch determination apple
the figure "750"
includes
which
pear) in action 215(a) on the line
in colum IT of suh table to (i) the amount in colmnn IV of
the table which appe-ae (or was deemed to appear) in section
215 (a) on the line which included the figure "750" in column III
as of May I of the year in which such determination is mad&J

rate met revenw Promulgated by
m
(B) the mothl.
under e. pg'ap&, ith,'aed by a pe
the Sevret
denrined aw follow: TAOS Secretaryshl se tainCeprmary
imera amomt muted under section 15(a)(1), based upon
av eivz go newed moist"Ogdensvir of $0, that apple to idivtidluaiv who became eIsil for and enttled to old-ge iw w
gato. He ohal inb AN on M.a 1 of t year of the po
creae the othypmumrate by tMe same venage"by which
y reon of the
that *0una"wuww amnet in inemad =o
law We#8 at the time the promulationit made, it it to compisWe to apl to these irdit'dwl on the following May 1.

SELECTED PROVISIONS OF THE INTERNAL
REVENUE CODE OF 1954

26 U.SC. 1SUBTITnE A-INCOME TAXES
CHAPTER 2-TAX ON SELF-EMPLOYMENT INCOME
SEC. 1401. RATE OF TAX
DsA murrr Ibm-ucL-In addition
(a) OwJAem SuRvivom,A
there shall be imposed for each taxable year, on the
to other ts,
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self-ehployment Iaeomne of every individual, a tax as flMlos: [equRI
to 7.0 percent of the amount of the self-employment income for such

taxable year.]
(1) in the case of any tamable ear b"'hisng after December S1,
1975, and before Januay 1, 1978, the tsam hl4l be equal to 7.00
t
ear;
of, M amount of the self-employinent inom foyuktaa
(0) in the case of any taxable year begnnng after December 51,
1977, and before Jasry

of t

1,1979, Zhe tax shall be eqal to 710 percent

amount of te el-empoyme,

nome for su tamable ear ;

(3) in the case of any taableYear begin g after December 31,
1978, and before January1,19819, the tax shall be equal to 7.05 percent

of tho amount of the wef-employment income for mck taxable yar;
(4) in the case of any taxable lear beginning after December 31,
989
before Janua. 1 11986, t taw shall be equal to 8.00 percent
of the amount of tO self-employment nome forsuck taxable year;
(5) in the case of any tamablie year beginning after December 31,

5,and before aaa

1, 1990, the tax shall be e"alto 8.50 percent

oof t amount of the
se-emp- ment income forouch tamable year;
g after Decenber 31,
(6) in the case of any tamable year begia
1989, and before januar 1, 19,5, te ta. shall be equal to 915 percent
the el-empnt income for sck taxable year;
of the amount of

(7) in the case of any taxal year beginningF after December 31,
1994, and
before Jyanuary 1, 9001, thoe tam,shall bequal to 10.05 peryear;
cent of the amount of tste self-employment income for suck tamable
year;

(8) in the ease of any taxable year begin
200, and before Janua

Me tao
1,9.011,
to

after December 31,

a
equal to 10.95 perhbe

cent of the amount of the self-employment income for sch tamable
year; and
(91) in the case of any tamable year beginning after December 31,
sallbeoequalto 1teOeneoftheaml buof thesef,tax
019

mtb) HoevmA. Ixsut&NCE-In addition to the tax imposed by the

precedig subsection, there shall be impoe for each taxable year, on

heseeployment income of ey individual, a tax as follows:
(1) in the case of any taxable year beginning after December
81, 198, and before January 1, 1928, the tax shall be equal to 0.90
percent of the amount of the self-employment income for such
taxable yar;
[(2) in the cae of any taxable year be
after December
be equal to 1.10
31, 1977, and before January 1,1981, the
percent of the amount of the self-employme

me for such

taxable year;

[(8) in the cae of any taxable year be,inin after December
81, 1980, and before January 1,1986, the tax sl
be equal
to 1.85
percent of the amount of the self-employment income for such
taxable year; and
[(4) in the case of any taxable year beginning after December
31, 19w the tax shall be equal to 1.50 percent o the selfoemployment income for such taxable year.]
(9) in the caee of any tamable year begimn vng after Docem.
ber 31, 1977, and before J~anmary 1, 1979, the tam ah&U be equal

95-90--

11
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901-00)
percenteOf the amoiunt f the eiFaepeieaEeweme for
owk tawableywr;
(3) in the caZe o any able year begin _
Doembe $1, 19#,and be
Jea
1 1981, the fto shal be equal to
1e06e
t of te awwws ot gh u/ WZfl Ir
. f income fey euh
e of any tozable yea begining after December
in te
(4) le.yeaw;

Sig 1980, and before wary 1,198, the tw shal be equa to 1.96
parent of the oemt of the self-employment income for uck
tu ab-le year;,

after December
begnnigr
yew
table
aiy
of
ase
e
(3
1gre 8*-tU
eand before %fuayY, I
the ta o
beeequl toi5
percent Of the amomt of the Self-employednt income fop suc
tale
yeaw; and
_

(6) in the eawe of ang tam~able year beginning after December
31,1985- the te 8Wl e equal to 1.40 percent of the amount Of
t nt"sf-emzoy m en income for osk tawabe year.

(c) RiLri? FROM

TAxes iv CFAsis Cova RiP N irC'RTAtIN IPIRrN.4-

TIrONAL: AGRAI&MRNTL.-During~ any period in which there is in effect an

agreement entered Wno pursant to section W3 of the Social &turit
Act wi'& any~foreign covntry, the self-employment income ?f arninvidual skoll be exempt f-rm Me taxes imiposed by the section to the
extent that suck aelf-employment income is subjedt under utch agreement to taxes or contrnbutow for smi&zr purposes under the social
8#~w4t system of such f oreigncouttty.
SUBTITLE C-EMPLOYMENT TAXES
CHAPTER 21-FEDERAL INSURANCE
CONTRIBUTIONS ACT
SUBCHAPTER A-TAX ON EMPLOYEES
SEC. 8IM. RATE OP TAX.
(a) Ou(.Aam, SuwrN, aim Dnsm-rrr IrwRczm

-In addition

to other taxes, there is hereby imposed on the income of every indi-

vidual a tax equal to the folp
pereentaga of the wages (as defined
in section. $121(a)) rece ved byim with respect to employment (ow

deined in section 31 (b))-

I with respect to wages received during the calendar years
9fh
010, the rate shall be "5 pe
; and
3010,
recived after D$4emb g12
respect to
()Wi

therate shall be 5995

.4)
reape t ,ae ,he.
drs the e
19.7 Ase rate sha be
W8,
1
t"e
I
to wagesr
,eased dirshe cyea
lD

year

tMW&
VWoM
drim the, calendar year"
1980I&,wwpeot
Mhe rat tehalle be.eeve
6 percent;
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(4) with twep

to wages received during the

MI5 ht/,h 108, the rate thaUbe 65

l"d

;m

1990 tArougk 194, the rate shall be 6.05 prent;

(5) woit repeat to wage* received dsing the calendar year
199 through
194, the rate shalUreevdarh
e 6. 10
, h caledaryer
(Y wthmvsdtowages
19~ 1996houhO,
the rate shall be 6.10 pewa~t;
(8)wit
rsmdto age. received =uin the calendar years
PXI tA rough £010, the rateshall be 7.30 percent, and

(9) with tespect to wages received after December $1, 2010, the
rate shall be 7.80 percent.
(b) HosrAL IN~sUAcRA
--In addition to the tax imposed by the
preceding subsection, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as
defined in section 3121(a)) received by him with respect to employment (as defined in section 8121(b))-(1) with respect to wages received during the calendar years
1974 through 1977, the rate shall be 0.90 percent;
() witd respct to wage received during the calendar years
98
throuit1980, the rate shall be 1.10 percent;
respect to wages received luring the calendar years
(8) wit
1981 through 1985, the rate shall be 1.85 percent; and
[(4) with respect to wages received after December 81, 1985,
the rate shall be 1.50 percent.

(B) Woith respet to WaGges received during the calendar year
198, the rate shall be 1.00 pierce ;

(3) with rmpeot to wages received during te calendar years
179 and 1980, the rate shal be 1.05 percent

(4) with repeat to wages received dring Mhe calendar years

1981 through 1984 the rate shall be 1.95 percent;
1D,

5)wihm8ect to wages received during Mhe calendar ya

the rate a

be 1.35 percent; and

(6) with rfspsct to wages received after December 31, 1985,

tMe rate shalUl be 140 percent.
(c) RtL sn' Fom TArEs IN CAsKs CovsD Br CrRTAiN INrTERNATio0A L; A oRetzmrsT.-Dtsing any period in which there s in elect an
agreement entered into pursuant to section £33 of the SocW 2e& ht
Act with any foreign country, wages received by or paid to an kdtvidual s

be &wmft from the taoes imposed by this section to the

extent that such wages are subject under suck agreement to taWes or
contributis for similar purposes under the social security system of

such foreign country.

SUBCHAPTER B-TAX ON EMPLOYERS
SEC 3IlL RATE OF TAX.
(a) Ow-Aal, SunvronU, AND DISABsIuT

INYRANaL.-In addition

to other taxes, there is hereby imposed on every employer an excise

18
to having individual in his employ, equl to the
Mowing pemntaim oi the ,sg_ (as dened in auction 3121(a))
(bid h-i"m with rpe to mpiyAmUt (W defined M -ction

tax, with reqve

(1) with
wares paid during the calendar years 1974
through
2010,reqet
the ratetoshal
b e rcst, and

C(S)

with respect to wage paid afte

b

rate shall be 5.95 percent.]
(1) ,i
ie
to ae
dr
-,.
throUA 1977, the rate shal ?6t
e
;
(0) toiSA p to wages pad durin the

1, 9010, the

r er 1974

r year 1978,

the rate 8al be 5.06 percent

1p0) t" rapet to Waes
duing the l
ryear. 1979
01 aw the rate ll be
eoen;
(4) otrapee to wage paid duri the cayear.
1981

thougA

M4, the rate shal be 55 peent;

(Z)_ it respect to wageq paid =
tiog 1989
rate
be aUb
.
4

d

year 1985

(6) with rspedt to aI
t
the talidar years 1990
trec h 1994, th rate ery
percent
mpy0 r
(7) with respect to haye paid dtil
te calendar years 1996
throeughoo,Me rate fth be 6.70 (s d
s
(8) with restpt to wages paid ring t
aledar years 1901

ntand

throughf110, the rate hall be7

(9) with respect to wages paid after bhember 319 ter, the
rate
be 7280 percent.
shall

(b) Houi'rrLIirsuwcz.-In addition to the tax imposed by the
preceding subsection, theme is hereby imposed on every employer an
excise tax, with respect to having inividufas in hlia employ, equal to
the following percentages of the wages (as defined in section 3121(a)
paid by him with respect to employment (as defined" in section
i (b) with respect to wages paid during the calendar year 1974
through 1977, the rate shal be 0 90 peTrent;
C(S) _with respect to wages pa during the calendar years 1978
through 1980, the rats A be 1.10 percet;

()

with res

to wages paid during the calendar years 1981

through 1981 the rate A be
C:(4) with respect to wages L85
pid peent
fe 'an
eebr
1 95 h
rate shll be 1.50 percent.]
(it) wth zrespect to woag"s paid durig te calendaryear 1978,
the rate shMa be 1.00 peent;
)
AoWit

o

r

rested to wages paid dating t h

ae: dr years 1979

mdpw2th e shall be 1.06 pervent;.(4) with,rapet
a p id Aregthe calendaryear. 1981
through,1984, Asfit swaUbe 1*6 percent,
(5) W"t iupect to W"ge paid during the caedryear1985,
Ase rate 8hall be 1.M percent;*
and
(6) with reapedtoI wages paid after December 31, 1985, the
I shall be 1.40 percent.

(a) RCU., FROM 7A7*mif CASs bOV.DJD BY CDAMI IOM&AFIGJALAmwrs.-Driug

a"~ period in which ther is in ep##c an
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qiwseitenot4w o
ped
to election 933 of ths & cidezI 6eta'
Adt with any for~eignl country,toagew received b or paid to an in
t'idd IaIJ be ewept fton the taee imposed bySkli section to tae
eutent tha awk wage. are subect under .uch agreement to tawee or
contbUtion for aimilar purpo under the eod seurity eyate of
StAc f oreign cowary.
SUBCHAPTER C-GENERAL PROVISIONS
SEC 3121. DEFINITIONS.
(k)

EXEMPTION OF RELIGIOUS, CHARITABLE, AND CERTAIN OTHER
ORGANIZATION

(1) WA.V= OF RXENMON BY ORGANIZATON.-(A) An organization

described in section 501 (c) (8)which is exempt from income tax under
section 501(a) may file a certificate (in such form and manner, and
with such official, as may be prescribed by regulations made under this
chapter) certi dying that it desires to have the insurance system established by title II of the Social Security Act extended to service performed
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 filed by filing with the
prescribed official a supplemental list or lists containing the simgnature, address, and social security account number (if any) of each additional employee who concurs in the filing of the certificate. The list
IId any supplemental list shall be fled in such form and manner as
may be prescribed by regulations made under this chapter.
(B) The certificate shall be in effect (for pur
of subsection
(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 b the organization:
(i) the first day of the calendar quarter in which the certificate

isfiled,
(ii) the first day of the calendar quarter suceeding such quarter,
or

(iii) 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 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'bein-
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iugwith the first day of the calmdar quarter in which such mpplemental list is fled.
(D) The period for which a certificafe filed pursuant to this subsec-

tion or the corrmpondin subsection of prior law is effective may be
terminated by the

pon,

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 been in effect
for a period of not less than 8 years. The notice of termination may
be revoked 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) I an organization described in subparagraph (A) employs
both individuals who are in positions coverkd by a pension, annuity,
retirement, or similar fund or system established 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 ystm 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 consisto01 all
remaining employees. An orga i'ation 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
enmployess in each group.
(F) If a certificate filed pursuant to this parag
k is effective for
one or more calendar quarters prior to the quarter in which the certificate is filed, thoi

(i) for purposes of computing interest and for puroi

of sec-

tion 6651 relate to addition to tax for failure to me tx return
or pay tax), the due date for the return and payment of the tax

for such prwr calendar quarters reslt
fro th 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 ass
ent of such tax shall
not expire before the expiration of 3 years fr6m such due date.
() TMNmATxoN or wAIVE
Y noo sY sicwrARYz.-If the Secrtary
finds that any oranization which filed a certificate pursuant to this
subsection or the corresponding subsection of prior law has failed to
comply substantially with the requirements applicable with res t to
the taxes imposed by this chapter or the corresponding provisions of
prior law or s no 10n
able to comply with the requirements appli-

cable with resect to the taxes imsd by this chpter, the Secretary

shall

m such organization not

than 60 days' advance notice in

writing that the r
covered by such certicate will terminate at the
end of the calm=dar quarter specified in such notice. Such notice of termination may be revoked by the Secretary by giving, prior to the close
of the calendar quarter speified in the notice of termination, written

notice of such revocation to the otion

No notice of termination

or of revocation thereof shall be given under this paragraph to orga-
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nization without the prior concurrence of the Secretary of Health,
Education, and Welfare.
(3) No RENEWAL OF wAwv.-In the event the period covered by a
certificate filed pursuant to this subsection or the corresponding subsection of prior law is terminated by the organization, no certificate may
again be filed by such or
ztion pursuant to this subsection.
(4) COwvNtu"rUTIv

FILING OF CERTICATE WHERE NO REFUND OR CREDIT

OF TAXES HAS BEEN MAD.-

(A) In any case where-

"(i) an organization described in section 501(c) (8) 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 provi.ion of prior law) as of the
date of the enactment of this paragraph or any subsequent date

(or,if kitr, a,of the earlietdate on wAkh it 8atiaes eae (is)

of t
A pars.,g ) but
(ii) the taxes imposed by sections 3101 and 8111 have been paid
with respect to the remuneration paid by such organization to its
employees, as though such a certificate had been filed, during
any period (subject to subparagraph (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 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 (or
under the corresponding provision of prior law) on the first day of the
period described in clause (ii) of this subparagraph effective (aubjeot
to sumbparagraph ( )) on 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 number (if any) of each employee with respect to whom the taxes described 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 subparagraph
(in the case of that organization) terminated before the end of
the earliest calendar quarter falling wholly or partly within the
time limitation (as defined in section 205 (c) (1) (B) of the Social
Security Act) immediately preceding the date of the enactment of
this paragraph, or
(ii) a refund or credit of any part of the taxes which were paid
as described in clause (ii) of such subparagraph with respect to
remuneration for services performed on or after the first day of the
earliest calendar quarter falling wholly or partly within the time
limitation (as defined in section 205.(c) (1) (B) of the Social Security Act) immediately preceding the date of enactment of this
paragraph (other than a refund or credit which would have been
allowed if a valid waiver certificate filed under paragraph (1) had
been in effect) has been obtained by the organization or its employees prior to September 9, 1976.

IAM

(0) In. the caae of amy
w Adh is deemed iMdoMr
p~wrP to AeM fleda valid waiver oerD44iutunder prqah
(1), f
(0 et
eP W
o
,wth et to which the tam,
Posed by ee%OFandeaouna

Now3101 and 5111 were paid b such

inasprzgah(p(i)
(i) the taom

w
e

i

(as dced

natiorto otober1 76, or

b @actions 3101 and 2111 wom. not paid

during the perio referred to in ckuue (i) (whether such period
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case

wher(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 subparamrph (B (ii) thereof) because a refund or credit of all or a nart of the taxes described in
paragraph (4) (A) (ii*) was obtained prior to September 9, 1976;
and
(B) such organization has not, [Dvrior to the expiration of 180
days after the date of the anowtment of this Parsawrah.1 prior to
Jammmi

I.1.197R. filed it valid waiver certificate under paramrph

(1) -which is effective for a period beginning on or before the first
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day of the first calendar quarter with respect to which such refund
or credit was made (or, if later, with the first day of the earliest
calendar quarter for which such certificate may be in effect under
paragraph
(iii))(1)and
dsrajz (1)
PUM
z (B),rph
(A),which is accompanied by the list
such (Wpkization shall be deemed, for purposes of subsection (b) (8)
(B) and section 210(a) (8) (B) of th Sooial Security Act, to have
filed a valid waiver certificate under paragraph (1) of this subsection
on Cthe 181st day after the date of the enactment of this paragraph
.anary 1, 1978, effective for the period begufinig on the first day of
the first calendar quarter with respect to which the refund or credit
referred to in subparagraph (A) of this paragraph was made (or if
later, with the first day of the earliest calendar quarter falling wholly
or partly within the time limitation (as defined in section 205(c) (1)
(B) enactment
of the Social
Security
Act) immediately
preceding the date of
the
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
paragraph (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 been filed by an organization on [such 181st day]
JIantsw 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) APLICATIO or cwrAN POVTROIOMS TO CASES OF CON871RU1TVD
vrmwo.-All of the provisions of this subsection (other than subparagraphs (B), (F), and (H) of paragraph (1)), including the provisions requiring payment of taxes under sections 3101 and 3111 with
respect to the services involved (eoept as pmvided in vararpk (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 paragraph (1) ; except that(A) the provisions relating to the filing of supplemental lists
of concurring employees in the third sentence of paragraph (1)
(A), and in paragraph (1) (C), shall apply to the extent pre-

s'rbed the
by the
Secretary;
provisions
a(B)o paragraph (1) (E) shall not apply unless
the taxes described in pargraph (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 considered a
termination of such organization's coveraRe period for purposes
of paragraph (8). 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 involve&
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have fled sue4 a certificate on [tIe 181st day after such l
JQAary 1l978, the taxes due under section 8101, with respect to services
constiti employmmet by reason of such certificate for any period
[prior to the first day of the calendar quarter in which such .Sltday
occurs] priorto tW*date (along with the taxesdue under section 8111
with respect to such services and the amount of any interest paid in

connection with the refund or credit deribed in paragraph (6) (A))

shall be paid by such organiation 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.
[(8)
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PRIOD FOR PAYMENT OF TAXES Fon RMrtOACTIV

oo m .- Notwithstanding any other provision of this title, in any
case where an o rn
tion described in pmgraph (5) (A) film a
valid waiver certificate under paragraph (1) by the end of the 180-day
period following the date of the enactment of this paragaph as described in paragraph (5) (B), or (not ha
filed such a certificate
within that period), is deemed under paragraph (5) to have filed such
a certificate on the 181st day following that date, tbe taxes due under
sections 8101 and 8111 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
filin oocurs may be p
in installments over an appropriate peiod

ofl time, as determine under repi latilon

recrbe by teSecretary

or his delemto, rather than in a lump sum.]
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the two due widersection 3101 and 3111 laithre

to ervie con-

rt
toraypro
by reasonof such c
~e
or
qtr
!eok
-em
tvefing occurs, or with respect to service cowtWing
or cowt
ploimnu b reaon of awh requestmy be paid in installmentoer
period of time, as te,,ined under regukttiptw prin p
scribed by the Secret , rather than in a lump sum.
(8) Covcvua r 9zE oxrtnr ar Two on Mort Emepzorys.-For
eoef setion8. 100, 3111 and 3191(a) (1), if two or more orpu
ty
employ the same vUvidiw and cemeeate
suck individual through a common paymmter, each auch corpOraton
shall be considered to havepaid remuneration to suck individual
only the anouns actually disbused by it to s.h individual and shall
not be considered to have piddas , emuneratiom to souh individual
amowts actually disbursed to such individual by another of suck
corporaliow.
CHAPTER 23-FEDERAL UNEMPLOYMENT TAX ACT
SEC. S.

APPROVAL OF STATE LAWS.

(a) R'Wu--u--mN

.--The Secretary of Labor shall approve any

State law submitted to him, within 30 days of such submission, which
he finds provides that-

(18)(A) wageinfomction contained in the record. of the
agene, adiyw*
th State law which istecessary (as determined by Mhe Secretary of Health, Education, and Welfare in
requlatioes) for purposes of detrmidng an individual's elfii
bihy for aid or series, or the amount*of suck.aid or service,
under a State plan for aid and sendice to needy families with
children approved under part A of title IV of the Social Security
Act, #AU be made available to a State or political subdivsion
thereof, when such information is 8)cfcally requested by suck
State or politicalsubdivisionfor sue purpose,and
(B) suchw afe.quards are established as are necessarV. (as de-

temnedy by the Seretar. of Health, Education and Welfare in
requlahions) to insure that suck information isused only for the
f(16)] (17) all the rights, privileges, or immunities conferred
by such law or by acts done pursuant thereto shall exist subject
to the power of the legislature to amend or repeal such law at any
time.
(b) NovrnCArIO -The Secretary of Labor shall, upon approving
such law, notify the governor of the State of his approval.
SEC. 330L DEFINITIONS.

(p) Coroumurtr EmPLrOYrv ry Two oa Momt E zPrLsi.-For
purposes of sections 301, 330 and 3306 (b) (1), if two or mome cor-
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suck inddual threugk a __om enoipyaster eack suck
ewuti-on
ahail be considered to have pmd as tomn rtion. to ~uk a4 da
lo4 the enounte .cWyly dfibtweed byr it to suck iesdivisd andi shell
wet be c.omidersd to haieps i asir~n~to to such iedugpid
Sbredto suck indiviual by another of euch
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SUBTITLE F-PROCEDURE AND ADMINISTRATION
CHAPTER 61. INFORMATION AND RETURNS
SUBCHAPTER A. RETURNS AND RECORDS
PART III. INRMATION RETURNS
SUBPART C. INFORMATION REGARDING WAGES PAID
EMPLOYEES
S.

61. R

FOR EMPWY]ES

(a) 'Rumum.-Every person required to deduct and withhold

from an employee a tax under section 8101 or 3402 or who would have
been required to deduct and withold a tax under section 8402 (determined without regard to subsection (n)) if the employee had claimed
no more than one withholding exemption, or every employer egaged
in a trade or business who pays remuneration for nrvus prforned
by an employee, including the cash value of such remuneration paid in
any medium other than cash, shall fumish to each such employee in
respect of the remuneration paid by such person to such employee
during the calendar year, on or before January 31 of the suceeding
year, or, if his employment is terminated before the close of such calendar year, on the day on which the last payment of remuneration is

made, a written statement showing the following:
1) the name of such person,
thmnme
n)
of the
(and
amloyee
his sooia Security account
[ber if wages as defin
section 8121 (a) have been paid),
(8) the total amount of wages as defined in section 3401(a),
(total
amount deducted and withheld as tax under section 8402,
a 5) the total amount of wages as defined in section 3121(a),

(6) the total amount deducted and withheld as tax under section 810L
In the case of compensation paid for service as a member of a uniformed service, the statement shall show, in lieu of the amount required to be shown by paragraph (5), the total amount of wages as
defined
section 3121(a), computed m accordance with such section
and section 3121(i) (2). In the case of compensaon paid for service
as a volunteer or volunteer leader within the meaning of the Peace
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Corps Act, the statement shall show, in lieu of the amount required to

be shown byparagraph (5), the total amount of wages as defined in
(a), computed i accordance with such section and section
section
8121
(3)...
3121(i)
In te case of tips received b 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 furnded to the employer pursuant to section 6053(a). The wnM reraph (5) shall not i"wlude wage# which
quied to be h#Awn by
are "em ted puuAt to secios *101(c) and $111 (o) frM the taees
impoed by ectio 3101 and 3111.
*

*

*

*

Excerpts from Public Law 92-603 (Social Security Amendments
Act of 1972)
*

*

*

S

S

Age-62 Computation Point for Men
(j) (1) The amendments made by this section (except the amendment made by subsection (i), and the amendment made by subsection
g) to section 209(i) of the Social Security Act) shall apply only in
e case of a man who attains (or would attin) ai 62 after December 1974. The amendment made by subsection if and the amendment made by subsection (g) to section 209(i) o1 the Social Security
Act, shall apply only with respect to payments after 1974.
(2) In the case of a man who attains age 62 prior to 1975, the number of his elapsed years for purposes of section 215 (b) 1(3)] (8) (B)
(ii) of the Social Security Act shall be equal to (A) the number determined under such section as in effect on September 1, 1972, or (B)
if less, the number determined as though he attained age 65 in 1975,
except that monthly benefits under title II of the Social Security Act
for months prior to January 1973 payable on the basis of his wages
and self-employment income shall be determined as though this section
had not been enacted.
*

,

S

S

S

S

S

Excerpts From Public Law 94-563
Sec. 3. In any case where(1) an individual performed service, as an employee of an organiztion which is deemed under section 3121(k) (5) of the Internal Revenue Code of 1954 to have filed a waiver certificate under
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
were paid with respect to remuneration paid for such service, but
such service (or any part thereof) does not constitute employ-
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meant (as deflued in escka 210(a o0ftbe Socia Secnt Act and
eto l821
of such Code)
umth
tppib so
-a refund
or have2reditd(otewiths-..
w,.mwhic
,re would
ptid
or
credit
been allowed if a valid waiver
certificate fisld under section 3121(k)(1) of such Code had been in
alect) prior to September 9,1976; and

(8) any portion of such service (with rese to which taxes
Were paid and refunded or credited as described in paragraph
(2)) would constitute employment (as so defined) if the organisation had adually filed under section 3121(k) (1) of such Code a
valid waiver certificate effective as provided insection 8121(k)
5) (B) thereof (with such individual's signature appearing on
e accompanying list),

the r~m
fration paid for the portion of such service described in
par
ph (3) shall, upon the request of such individual (filed on or
before April 15, 19&0, 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 8101 of such Code with respect to such remuneration ,and so refunded or credited (or by 8"afdory evidesm tat
appr
.rrugemenft hav been,maw for the repayment of such
taaw w iwntaZlnent a# provided in ction 3121(k) (8) of awk Code,
be deemed to constitute remuneration for employment as so defined.
In any case where remuneration paid by an orrgra ation to an individu

is deemed under the precedina sentence to constitute remunera-

tion for employment, such Organization shall be liable (notwithstand-

inH.
other provision of such Code) for repayment of any taxes
w icht paid under section 8111 of such Code with respect to such

rememration and which were refunded or credited to it
Approved October 19, 196.

VII. MINORITY VIEWS OF SENATORS CARL T. CURTIS,
CLIFFORD P. HANSEN, ROBERT DOLE, AND PAUL
LAXALT
The social security system is in financial trouble because for years
the Congress has permitted benefit liberalizations to outpace revenue&
Other demographic and economic factors joined to plaoe the system in
financial peril, so that virtually all agree that action must be taken to
restore its fiscal health.
However, action should not be precipitate or foolhardy. It should
not be disruptive of sharing relationships which have existed since the
inception of the program. It should not fall heavily and inequitably
upon certain sectors of the economy. It should not attempt to mask
the real cost of making the system whole.
Most regrettably, the provisions of the bill reported by the Senate
Finance Committeo--which were approved by a single vote margin in
the committee-violate all of these principles. It is a ompletely unacceptable way to resolve the problems of social security, and its
current approach should be rejected by the Senate.
The keystone of the approach in the measure is a unilateral increase
in the wage base on whi h contributions are calculated, for the employer only, to $50,000 in 1979 and to $75,000 in 1985. In a sharp break
with precedent and tradition, the bill delivers massive financial blows
to the very sector of the economy which is charged with the responsihility of providing sufficient jobs and capital formation in a critical
period in our Nation's history.
Specifically, to date, employers and employees .have shared equally
in the costs of funding social security; present requirements are that
each contribute 5.85 percent of the first $16,500 earned by the employee.
Under the measure reported by the committee, only modest wage base
increases-four $600 increments in 1979, 1981, 1988, and 1985---will be
experienced by the employee. The employer, however, will have to pay
social security taxes on the first $50,000 of individual covered wages,
between 1979 and 1985, and that figure will be increased to $75,000 in
1985.
The sharp impact upon firms, particularly those employing individuals in critically needed higher income specialties, could not be more
obvious
The cost in additional OASDHI taxes, over present law, of the wage
base increases contained in the committee bill is as follows:
(169)
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(in millions]

1979 ..............
1980
.........
19817.............
1982 ..............
1983 ..............
5-yr average.......

Employer

Percent

Employee

Percent

$2,396

93.0
92.2
90.4
86.8
85.5
88.8

$179
625
835
1,263
1,443
869

7.0
7.8
9.6
13.2
14.5
11.2

7,360
7855
8,304
8,503
6,884

In other words, in 1979, the employer sector will sustain an increase
of $2.4 billion in social security contributions because of the wage bse
increase alone (compared with $179 million by employees). By 198, increases required by the rise in the base will have grown to $8.5 billion
for employers versus $1.4 billion for employees
The total amount of additional OASDI and HI taxes paid by employers and employees under the committee bill is as follows:
Employers

Calendar year:

1979

1980........
1981........
1982 ........

1983 .......

5-yr average.

Employees

Total

Amount

Percent

Amount

Percent

$8.3

$7.1

85
86
73
72

$1.2
1.4
4.3
4.8

15

27
28

76

3.4

24

16.2
17.2
18.3

14.0

8.6

11.8
12.4
12.9
10.6

70

5.5

14

30

Rather than the historic 50 percent-50 percent sharing ratio, the two
sectors will stand in a 76 percent-24 percent relationship over the next
6 years. By 1985, when the ceiling on the employer wage base is increased to $75,000, the disparity should become even morepronounced.
In a survey conducted by the Chamber of Commerce of the United
States, on a similar plan,' over two-thirds of the respondents estimated
an increase of over 10 percent in their social security tax. Twentyseven percent estimated an increase of over 20 percent, and 15 percent
said that their taxes would rise by more than 80 percent. Seventy-nine
respondents forecasted an increase of over 100 percent in their social

security, taxes.
Additionally, these increases fall with a significant amount of disparity and inequity, depending upon the type of firm and the wage
evels of their particular employees. Another survey, conducted by the
minority, of 65 firms, colleges, and universities, found the following
projected increased costs:
I A number of the estimates on the economic effect of the provisions of the committee
bill are based upon the earlier level of $100,000 for the employer portion of the wage base,
except where especially otherwise stated. As noted In the text, however, the difference in
economic effeet---because most of the Jobs affected are grouped between the currently scheduled $18,900 and $50.000. not above It--is negligible.
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A major private university in the State of New York: $1.3
million.
A leading national rubber company: $6 million.
A maor trunk airline, based in the Southeast: $11 million.
A Ne raska-based major construction company: $2.8 million.
A Midwestern State university: $1.4 million.
A textile company in the South: $2 million.
A leading manufacturer of copymaking equipment, headquartered in Connecticut: $27 million.
Two Texas-based national oil companies: $9.1 million and $20
million, respectively.
Two Oregon educational facilities: $2 million and $698,000,
respectively.
These are simply representative of the deleterious effect the type of
provisions contained in the committee bill will have upon major segments of the American economy.
And it is foolish to believe that American taxpayers will not, ultimately, be paying the resultant cost. They will pay it through increased prices, reducedwages and/or employee benefits, more limited
employment opportunities, and delays in planned expansion. Sixtyeiht percent of those participating in the chamber survey indicated
they would be forced to increase prices to meet the increase in their
social security taxes. Over half said they would have to hold down increases in wages and/or employee benefits.
Econometric models run on the earlier Finance Committee plan,
raising the employer portion of the wage base to $100,000, revealedthat
real GNP would be cut by $12.8 billion in 1980 and by $88.5 billion in
1985. Real disposable income would be down, in 1980, by $12.3 billion,
and in 1985, by $38.4 billion. The effect on employment was forecast at
400,000 fewer ]obs in 1980 and I,20,000 fewer jobs in 1985. Investment
would be down by $5 billion in 1980 and by $16.2 billion in 1985. There
is little reason to believe that the economic effects of the committeeapproved plan will be any less serious: for increasing the wage base to
$50,000 in 1979 and $75,000 in 1985 should cover most, if not all, employee salary levels. In 1979, under the provisions adopted in the committee bill, we estimate that the $5 billion in higher tax collections from
wages between the currently scheduled $18,900 and $50,000 will cost $3
billion in reduced business investment, 200,000 fewer jobs, an increase
in wage costs of 0.5 percent, and an increase in consumer prices of 0.4
percent. To maintain that the approved levels are any improvement
over.the original proposal of an employer wage base level of $100,000 is
specious.
Surely, the wage base provisions of the committee bill continue to
be an inequitable and undesirable solution to the social security
problem.
It is equally fallacious to contend, as proponents of the bill do. that
the break in this historic equal sharing relationship between employer
and employee is only temporary, and that "the wage base for the
employee is only temporary, and that "the wage base for the employee
will catch up to that of the employer in 2002." Once the break has
been made, it will be difficult if not impossible for future Congresses
to resist the same illusory expediency that led to the current action,
and in the event the bill is adopted in its current form, it is most like
that parity never again will be restored.
25-00-- 12
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Employees in the affected industries will not gain a corresponding
increase in their benefits, as has been the case in the past when wage
bases have been increased. Only modifications in the employee portion of the wage base cause corresponding increases in benefits; those
located in industries who are forced to pay the disproportionate
share of social security financing under the committee mechanism will
derive no benefit at all from the added contribution made in their
behalf.
Finally, increang the taxable wage base narrows, in a most undesirable fashion, the role of private retirement savings efforts. This
poems a threat to the long-range future of private pension systems,
and therefore is a threat to a major source of equity capital for the
future.
Rather than the kind of gimmickry represented in the committee
bill, the social security system can and should be financed by straightforward methods which are simple, easy to understand, and are acceptable to both beneficiaries and contributors as necessary and desirable to restore the fiscal solvency of social security. Through either
a very small tax rate increase alone (e.g., 0.2 percent in 1979 and 0.3
percent in 1980), followed by rate increases no larger than those already contained in the committee bill for the years from 1985-2011
(and incorporating the other major provisions, such as decoupling),
both the short-range and the long-range problems of the trust funds
could be completely resolved. Alternatively, the tax rate increase could
be slightly smaller in the initial years (e.g., 0.25 percent in 1979, with
no increase in 1980), and very slight-and equal-increases in the
wage base for both employers and employees could be included (eg.,
the four $600 increments that are in the committee bill presently for
employees alone), and the result
would be virtually the same: fiscal
2
soundness for the trust funds.
It should be possible, after the months and years of detailed consideration of the issue of social security financing, to develop and
propose to the American people a solution which is based upon the
fundamental principles of:
retaining the historic equal sharing relationship between employer and employee in the funding of the program, and
establishing a method of financing that does not attempt to hide
the true costs of social security.
It is most unfortunate that the bill reported from the committee
adheres to neither of these essential precepts. Were the alternatives
which were available to the committee so onerous, or so difficult to
implement, that they were not realistic or viable, we could understand
the action which was taken. The fact is, however, that numerous alternatives were presented which would have -been realistic and practical
and could be implemented without undue hardship. Adoption of any
one of these rather than the ill-conceived plan contained in the committee bill-infinitely would better serve the needs of the social security
system and the American people.
CAi T. Curi.
CLOURD P. HANSEN.
ROBEP

DoL

PAUL L.
ITe level of Increased taxes by the average social s eurity wage base earner In 1*79
would be only $23 under the first plan and $29 under the second--surely affordable levels.

VIII. ADDITIONAL VIEWS OF SENATORS ROBERT DOLE
AND WILLIAM V. ROTH, JR.
There is no question that the social security trust funds, after
years of legislative liberalizations without accompanying revenue
measures, is in need of corrective action to make it fiscally sound. We
quesdi, however, whether those who now must bear the burden of
ncing social security-4he working men and women of Americashould be asd to assume such masmve burdens that the legislation
currently under consideration would impose.
These social security taxpayer recognize the necessity of continuing to make the system sound for the currently retired. They also
look with concern to the dy when they, too, will begin receipt of
Social Security. They also look with mounting concern at the ewasting demand government is imposing upon their psychwok, for
they must-rightly--be concerned with cash flow in a time of increasing financial difficulty for so many.
We believe:
that the social security system should be operated as carefully,
and as soundly, as any private system;
that constantly in asing tax demands, either through the tax
rate or the wage base, is not the answer;
that we must look to the beneficiary compo tion, the benefit
structure, and the relationship between Social Security and other
public and private programs to assess the most rational way of
bringing fiscal sanity to this program; and
that the Cougres should not move into hasty enactment of tax
or wage base increases until the kind of careful analysis described
is completed.
In the mmids of many, social security is synonymous with planning
safely for retirement.In the minds of others',it'
is program that
has grown out of control, threatening their very ability to meet its
mounting drain upon their take-home pay. For many in the latter
group, social security taxes may consume more of their income than
direct taxes on that income itself.
We owe it to both of these groups to do a thorough and complete
job of reforming the social security system. We do not believe that
either the Committee bill, or the Rouse-passed legislation, accomplishes this critical goal. Much more creative thinkig needs to go into
the range of alternatives which are possible in thisimportant are
Boa Dom&
W UJAX V. ROM, Jr.
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IX. ADDITIONAL VIEWS OF SENATOR JOHN C.
DANFORTH

I have voted to report H.R. 5822 to the floor des

my serious

coi~erns about the method of social security financing approved by
the committee. There is no question that over $70 billion must be raised
in the next 5 years if the social security trust funds are to be put on a
sound financial basis. For this reason, I have voted to report the bill
on the theory that almost any method of racing the revenue is better
than no method at all. However, for the reasons set forth in these separate views, I do not believe the program contained in this bill is wel

conceived.
The financing proposal in this bill coupled with the already scheduled increases will cause social security taxes to rise drastically in the
next few years. The State and local governments and nonprofit organizations alone will experience a tax increase of 227 percent in the
next 10 years. H.R. 5322 provides some limited fiscal relief for these
entities, "but,as I set forth below, it is ill-designed relief, arbitrarily
excluding many organizations from its scope, and is much too limited.
L INCREAMNG Tm Expwymz's WAoz BASz

To $50,000 nr 1979 AM

$75,000 Ii 1985 INTFRuCus AUr"rY AND Cmcious DnTNCTIONs AMoo ExFwYus AND FAILs To TAX o1 THz BAsis

or Awm-

rry To PAY

Heretofore, the social security tax has been imposed one-half on the
employer and one-half on the employee up to a specified wneW base,
currently at $16,500. The tax collected has had a direct relationship
to the benefits to which the employee has been entitled.
Under the committee proposal to increase the emplo yers wage base,
the employer will have an additional tax burden which in no way increases the benefits of his employees. The additional tax, then, is not
a social security contribution geared to social security benefitS, but a
general tax.

I oppose pegging this general tax to salary levels without reqmrd to
profits, because it produces arbitrary and capricious result& The provosal penalizes the employer who has a generous and liberal wage policy and rewards his competitor who has resisted wage increases. The
employer with the liberal wage policy now will have to bear a sub.~tail additional tax burden from which his less generous competitor
is exempt. In this regard, it should be noted that we are not talking
about salaries of top executives. but salaries above the wage base$16500-he salary of Mumbers in St, Louis, Mo.
Two manufacturing firms in Louisiana illustrate the problem. Each
has over 100 employees. As a result of this provision, the tax liability
of one will be increased 98.7 percent; the other only 42 percent. It would
(174)
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be difficult to convince the first employer that his tax increase is not
excessive or that he is receiving equal tax treatment.
Further, differing wage structures in various regions. in the counyand from idustry to industry will produce inequitable results
under the proposal. Employers who have older, more experienced
workers, and employers who are engaged in labor-intensive enterprises
will have to bear more than their fair share of the tax burden. Employers incapital-intensive enterprises and those who have younger,
less skilled or part-time workers will bear a smaller burden. I know of
no public policy which would justify differences in tax treatment on
these grounds.
I recognize that the American public will have to bear a substantial
financial burden in providing the $70 billion shortfall in social security.
However, there is something fundamentally wrong where the method
chosen to raise the funds causes tax increases of more than 100 percent
on some employers and no or very little tax increase on many others.
Thus, a manufacturer in Nebraska reports that he will have a 118-percent increase as a direct result of the proposed base increase. Similarly,
a Colorado wholesaler calculates a tax increase of 118 percent. In contrast, a Georgia construction company calculates that its increase will
be only 0.006 percent as a result of this proposal.
These widely varying tax increases are wholly unrelated to profits
An employer with a tax increase of over 100 percent may be operate ng
at a loss whereas an employer with little or no tax increase may be
enjoying substantial profits. I suggest that where the tax bears no
relationship to either the employee's benefits or the employer's profits,
then the tax could just as well be imposed on the basis of typewriters,
trucks, or inventory.
I also oppose the proposal because of the effect it has on low-income
workers and the economy in general. There appears to be an implicit.
assumption underlying this bill that where the tax is imposed directly
on the employer and does not decrease the take-home pay of the worker,
the worker wholly escapes the economic burden of the tax. This view

is fallaciouL

The Joint Economic Committee, in its 1977 Midyear Review of the
Economy, dated September 26, 1977, makes clear that a higher employer payroll tax will be shifted backward in the form of lower wages
or forward in the form of higher prices, or both. Moreover, as the Joint
Economic Committee points out, this shift has a very serious effect on
inflation and unemployment. The committee's overall conclusion is
that increasing the employer's social security tax by raising the wage
bas will ultimately reduce the level of both production and
employment.
I. RAISINo THi

TAX AND BASE ON

Ex oWms Is RoRas w

TAXA-

-INCOME
TION AND HAS ITs GREATSr IMpACT ON LOW- AND MID
WAGE EARNEs; AND WUL CoPIL STATES, LOCAL GOVZRNMEmrM,
AND NONROFIT ORGANIZATIONS To WrriwAw Fnpx SOCAL
SECURIT

The social security tax is a regressive tax. According to the administration, at present mom than hl7f of all twpayer. pay more in eooWl
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ta thM inFedd'ralincome. taxi. In 1976, payroll taxes represented 32 percent of total Federal receipts. Yet, at a time when we are
talking about substantially reducing the Federal income tax rates, our
most p rsve
tax, the committee has proposed increasing the present social security tax rate by £0 percent in the next 8 years as well
as increasing the base against which the taxes are assessed.
These rate and base increases emphasize and increase the unfair
and regressive aspects of the present social security tax. Although
an increase in the base does not increase the taxes paid by those
below the base, it substantially increases the tax paid by those slightly
above the base, currently at $16,500. For example, the effect of the
committee's action with respect to base increases alone on persons
earning only $2,400 above the current "base will be to increase their
taxes by 15 percent by 1985. Therefore, in combination with the rate
increases, these persons face social security tax increases of 35 percent.
I also oppose this proposal because of the heavy burden on State
and local governments. By 1987--only 10 years from now--this group
of employers will suffer sodal security tax increases of over 20 percent. Most of the increase will result from rate increases. Less than 7
percent of the increase results from lifting the wage base on employers.
Thus, most of the increase will be borne without the benefit of the committee's fiscal relief provision. New Haven, Conn., estimates an increase of $40,000 in its social security tax by 1979 alone, an increase
of almost 20 percent. The entire amount results from the rate increases.
Similarly, Savannah, Ga., will have to pay an additional $48,.00 in
social security taxes in 1979 over what it is now paying. Only a very
small portion of the increase results from the increase in the employer
wame base: it is almost entirely a result of the rate increases.
Nonprofit organizations as a group also will have substantial increisp under this proposal. This group's liability under social security
will alSo increase over 200 percent by 1987. The Salvation Army in
the Greater Washington, D.C., area, covering Virginia, one-half of
West Virginia and parts of Maryland. calculates it will have to pay
social security taxes of almost. $86,000 in 1979 as a result of the committee's proposals, an increase of almost $13,000. All but $15 of that
$13,000
iiecresse is a result of the rate increases. Similarly, the Washigon, D.C.,
Campfire Girls calculates it will have an increase of 40
percent in its social security taxes in 1979, all oflt attributable to
the rate increases. These organizations are not in a position to absorb
tax increases of this magnitude.
CemU4tY

IT. WAGE INDEXING Is Moi

ExcLtuDzs CuRzr Rrrinm

EXPENSE THAN PRIcE INDEXING AND
FRox SHARING ixAmmIcA's Ecowoxic

GROWTH

I support the concept of providing an adjustment in the amount of
social security benefits to provide constant dollars to recipients. The
committee has proposed achieving this result by indexing social security on the basis of wage increases.
I oppose this method of indexing because it is very expensive and
because it draws invidious and unjustified distinctions between retirees
of today and retirees 20 years from today. Thus, under wage indexing,
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a worker who retires today will receive a smaller benefit in nea dollww
than a worker with an identical wage history who retires 20 years from
now even though both may be alive and drawing benefits. Under wage
indeng, the current retiree is excluded from sharing in the real
growth of our Nation's productivity.
.
I favor price indexing. It protects workers against the erosion of
benefits as a result of inflation. At the same time, while wage indexmg
only cuts the long-range deficit in half, price indexing reduces the deficit totally, placing the system in long-range actuarial balance. In this
way, it makes unnecessary additional rate increases of 1.45 percent
which will be required if wage indexing is adopted. Finally, it pro%-idesCongrees with the flexibility to make appropriate adjustments in
the level of benefits which will benefit not only present workers, but
also those who have already retired.
IV. AIrRNATntvz METHoDS ARE AVAILABLE FOR FINANCINo SOCIAL
SECURrrY

My comments so far have been essentially negative. I have said
what I do not think should be done. I believe the following proposals
together with price indexing, offer a more equitable and rational
solution to the short- and long-range deficits of social security.
A. FEDERAL EMPLOYEES SHOULD BE COVERED BY SOCIAL SECURITY

Bringing Federal employees under social security would substantially contribute to meeting the $70 billion shortfall. The Social
Security Administration has estimated that $33.7 billion would be
raised for social security in the first 5 years Federal employees were
covered. This is because in the first few years of coverage, many more
employees would be paying into social security than would be drawing
out benefits. Moreover, the Social Security Administration has estimated that bringing in Federal employees would reduce the longrange social security deficit in part as a result of eliminating the abuse
known as double-dipping (the process which permits retired Federal
employees to supplement their civil service pensions by working just
enough years to qualify for the minimum social security benefit).
It is essential that Federal employees who are brought under social
security not receive reduced benefits and not have to pay higher contributions. This result can be achieved by integrating the Federal retirement systems with social security, in the manner of many private
pension plans. Indeed, I would only propose coverage of Federal
employees if their aggregate benefits were not reduced and their aggete
contributions were no higher. This can be accomplished because the liabilities of the civil service retirement trust fund will be
decreasing as social security benefits accrue.
Moreover, if Federal employees were brought under social security,
their benefits would be slightly improved. Social security insures that
employees and their families have adequate income not only at retirement but also in the event of disability or death. Although the civil
service retirement system provides coverage in the event of disability
or death, the coverage is not as complete as the social security coverage.
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For example, civil service coverage does not begin until a worker
has had 5 years of employment witl the Government. In contrast, under social security, younger workers need lees than 5 years of employment for coverage. Even after an employw has completed 5 years
of service and becomes eligible for proretion, many more years of
service are required before survivorship protection for families and
disability protection for a worker with dependents reaches the level
provided under social socu
Inclusion of Federal employees under social security is consistent
with the original intent of social security and has been recommended
by every social security advisory group since 1938. With social security
coverage, Federal employees will be no worse off than now and the
system will come closer to its intended role as a universal floor of protection for all working Americans.
B. A SURCHARGE SHOW BE EXPOSE ON CORPORATE AND PERSONAL INCOME
TAXES

In my judgment, a surcharge on the corporate and personal income
tax is the fairest and most equitable method of meeting the remainder
of the social security deficit. This is a difficult recommendation for
me to make because I am convinced that taxes are too high and impose
too much of a burden on individuals and the economy.
I am committed to reducing taxes. I think it is the most important
objective of "tax reform." Nevertheless, failure to insure the financial
viability of the social security system is unthinkable. Therefore, the
only question is who should bear the cost of providing the necessary
revenue.
It is my view that the cost should be spread equitably throughout
rather than borne most heavily by only certain employers (raisinth employer' bas) or by low- and middle-income employees
(raising the rate or the base on employees). The most equitable method
of
the increased burden throughout society and yet retaini spreading
theuidentifiable
character of a separate social security tax is a surcharge on the income tax.
A surtax is similar to the use of general revenues, but it has several
advantages over the use of Treasury funds. It raises real dollars rather
than simply increasing the deficit. It preserves the direct linkage between the individual and social security contributions. By retaining a
link between the cost of social security and the benefits, there is no
open invitation to "raid the Treasury" irresponsibly. Furthermore, a
surtax encourages persons who are not covered under social security,
like employees of some State and local governments, to join the system since they would already be contributing to it.
These three proposals taken together-inclusion of Federal employees, a 3-percent corporate and personal income tax and price indexigleave the cash programs of social security in short-range and
long-range acAtuarial balance. They are the most rational, fairest,and
most equitable solution to the unpleasant and difficult task of raang
$70 billion.
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V. Ir PATUoLL TAxs Anz Usu To FINANCE SoMR oR ALL OF THE
SocAL Sacuurrr Dmncrr, MzAmrIoruL Fiscal RzLrEF F STATA
AND LOCAL GOVERNMENTS AND NONPROFIT ORGANIZATIONS MUST

BE

INWLUDID
The committee's social security tax proposals, together with already
scheduled increases, will cause the social security taxes of State and
local governments and nonprofit organizations to more than double
in 5 years and to more than triple in 10 years-from an aggregate
tax of $6.6 billion to a tax of $21.6 billion.
The financial crisis which confronts our cities and other governmental agencies is widespread and extremely serious. All too often we
have witnessed the curtailment of essential municipal and educational
services or strikes for higher wages by teachers, firefighters, and other
governmental workers. The next tax proposal will only make the
financial plight of our local governmental agencies worse.
In 197, Toledo, Ohio, was forced to shut its schools for the month
of December because of the city's financial condition. Similarly, Detroit laid off or eliminated positions for over 4,100 employees reduced
salaries by 8 percent in each department, cut funds for welfare services,and prison care, and still projected a large 1976 deficit. On March 9,
1976, the New York Times began a story with the following disturbing
lead:
"The City of Buffalo, which had been expected to run out of cash
tomorrow, arranged to borrow $2 million today... . The loan will
enable the city government and its Board of Education to meet their
cash needs until Friday.... "
Many nonprofit organizations are facing similar financial crunches.
The Young Women's Christian Association of the National Capital
Area has sustained deficits averagg $50 000 in each of the last 7 years
on an annual budget of $2 million. Colleges are struggling against
ever increasing operating costs. Often tuition has been raised to the
point where it is out of the financial reach of many students.
In this period of severe, financial crisis for many nonprofit organizations, social security taxes will be raised by spectacular amount& Two
years from now, the American Cancer Society in Michigan, for example, will have an increase of over 25 percent in its social security tax
liability under the committee's proposal. The University of Alabama
in Tuscaloosa in 1981 will be paying $864,000 more than it paid last
year, an increase of 50 percent. Similarly, Hampshire College in Amherst, Mass., in 1981 will be paying $107,287 more or an increase of 61
percent.
These organizations have little or no capability of passing on the
increased cost. Moreover, unlike private, profitmaking employers, the
additional social security tax payments will not be reflected in lower
income taxes. As a result, these public and nonprofit employers will
have to bear 100 percent of the increased liability themselves. They
must either curtail their activities or raise more money, either through
more contributions in the case of nonprofits or more local taxes in the
case of public employers, to meet the full increased liability. In contrast, profitmakin employers will bear only a portion of the increase,
the rest being an offset against Federal and State income tax liabilities
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which would otherwise be payable. Every increase profitma kg employers have .ii social security taxes translates into an operating cost
of only a portion of the increase.
The committee has recognized the need for some tax relief for these
employers as well as the basic inequity in tax treatment between these
employers and for-profit employers. The committee has agreed to a refundable tax credit for these employers--& refund of a portion of their
social security taxes from general revenues-but has adopted a clumsy
mechanism which produces unfair and arbitrary results.
In order to receive a refund, an employer must pay its employees
above the wage base. In 1979, the wage base will be close to $20,000 and
will be over $30,000 by 1985.
As I have shown above, the bulk of the increase in the liability for
this group of employers results from rate increases, not base increases.
in the committee proposal is of some help to
Therefore, the rind
well-endowed foundations and other employers with highly paid professional employees, but the vast majority of charitable employers will
receive almost no benefit at all. In 1979. for example, the Salvation
Army, covering Virginia, half of West Virginia, Washington- D.C..
and part of Maryland, will pay social security taxes of almost $86,000an increase of $13.000 over its present liability--and will receive a
refund of $7.67. The Campfire Girls will receive nothing, because the
organization will not be paying anyone over $19,500 in 1979. notwithstanding a tax increase of 40 percent. New Haven, Conn., will have to
pay an additional $40,000 in social security tax but will receive no

refund.

Moreover, even those employers who are benefited will only be
benefited for a few years. The committee's proposal is designed to phase'
out just as the increases are beginning to really rise. As the future rat,
increases become effective and the employee wage base rises, the refund
disappears. In 1987, for example, the costs to these employers will 1,
up 22T percent; the refund will represent only 6 percent of this total.
These employers, unlike most, may under law voluntarily withdraw
from social security, and they have been withdrawing at an accelerating rate. If New York City eniployees alone were to withdraw from
social security, the trust funds would lose $3.1 billion in the next 1
years; 219 governmental units representing 81,534 employees havy,
notices to withdraw currently pending before the social Security Administration. If enough public and nonprofit employers withdrew, the
tax increases could backfire, causing the trust funds to lose more revenue than they gained.
I agree with the majority of the committee that some sort of tax
relief is needed for this group of employers. But the relief should )w
based on total liability, not on how much they pay their employees. It
should be a permanent and stable refund, not a decreasing amount each
year.
At a time when we are tripling the social security tax of these employers. I believe we should cushion the increase in some meaningfid
way. At a time when profitmakini emnlovers will offset $23 billion in
Federal income tax otherwise payable, I believe we can refund the public and nonprofit employers $1 billion, the approximate cost of a flat
10-percent refund of total social security tax liability.
JOHN.- C. DANFORTH.
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